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CORRIGENDA

Seventeenth Report of the Public Accounts Committee, 1958-58 (Second Lok
Sabha) on the Appropriation Accounts (Defence Services), 1955-56, and
Audit Report, 1957—Vol. I. Report.

Page 9, para 14, line 8, after ‘“‘against” insert “6".
Page 15, para 22, line 4 from bottom, for ‘‘retreated” read “retreaded”.
Page 27, heading of para 38, delete ‘comma’ after ‘“18".

Page 59, para 104, line 2, for *in” read *i<”.

PART 1I
Page 66, line 8, jor “Shanker” rcad “Shankar”.
Page 68, line 2, for “remidial” read “remedial”.
Page 69, para 116, line 1, for “C.G.D.As” read “C.G.D.A's".
Page 69, para 117. Linc 2, after “which" insert ‘““was”.
Page 70, para 120, line 2 from bottom, for “Plantoon” read ‘Platoon’'.
Page 79, para 136, line 13, for “arca’” read “Area".
Page 80, footnote, for “Not received” read ‘“Note received”.

Page 82, para 143, against No. 9. for “N. C. Dasappa” read *H. C.
Dasappa'’.

Page 40, line 4, for 17 sheets” read 17-1'12 sheets”.
Page 61, iast line, for “Chawala” read “Chawla’.
Page 95, para 165, line 2. for “on” read “an’.

Page 97, (1) line 6, jor "amount” read “‘amounting”.
t2) para 170, he i3, jor “up” read “by”;
for “for” read “lar".
(3) para 171, line 5, for “of” read “or”;
line 11, insert =" after “ledger-posting”. -

Page 115 heading of para 204, inser: )" after “pages 17-18".

PART 1II

Page 125, para 7, line 7, insert " after “Live-stock”;
line 11. for “brought” read “bought”.

Page 127, para 11, line 9, for “deprived” read “derived”.
Page 132, para 21, line 3, for “their” read “the”.
Page 135, para 30, line 21, after “Government” insert “against’.
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136,
140,

146,

149,
155,

164,

179,

201,

i
para 31, line 7, for “Exxplaining” read “Explaining”.

para 39. (i) against S. No. 6, for “Venkatraman” read
“Venkataraman'’;

(ii) line 4 from bottom, for ‘‘considerations” read
“consideration”.

para 49 line 7, for “availalbe” read “available”.

para 50. line 3, for “accidential” read “accidental”.

para 58, after S. No. 6, insert “Shri”.

heading of para 72, (i) line 1, for “Rs. 9.158" read “Ras. 8,158",;

(ii) line 3. for ‘“Mechnical” read
“Mechanieal’".

;. heading of para 76, line 1, for “Rs. 6.187" read “Rs. 6 187"

. para 79. line 4. for “comulative” read “cumulative’,

Hne 16, delete “to” after 1950 aud insert “."; for “they”
read ‘“‘They"”.
line 20, for “vouches” read “vouchers”.

heading of para 102, linc 1. for “in” read ‘to”.
Para 102, line 2. for "U.P.” read “UK.".
APPENDIX

line 9 {from bottom, in column 1, nsert “16".

., line 16 from bottom, col. 4, for “a" read “and’

line 12, col. 4. for “at” read “a”.
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INTRODUCTION

I, the Chairman of the Public Accounts Committee, having been
authorised by the Committee to present the Report on their behalf,
present this Seventeenth Report on the Appropriation Accounts
(Defence Services), 1955-56 and Commercial Appendix thereto and
Audit Report (Defence Services), 1857.

2. The Appropriation Accounts (Defence Services), 1955-56 and
‘Commercial Appendix thereto and Audit Report, 1957 were laid on
the Table of the House on the 4th September, 1958,

3. The Committee examined these Accounts and Audit Report
thereon at their sittings held on the 27th to 31st October, 1958 and

1st November, 19858,

4, The Committee appointed @ sub-Committee to consider inter
alia the Statement of losses of cash, overpayments, irrecoverable
claims etc. due to theft, fraud and neglect or other causes pertaining
to the post-partition period, finally dealt with during the year 1955-56,
-as contmined in Appendices A, B & C to the Appropriation Accounts,
1955-56 a start in respect of which was made by the Committee of
1955-56. The sub-Committee selected a number of important typical
cases from these statements and examined the representatives of the
Ministries of Defence and Finance (Defence) and Service Head-
querters, in this connection at their sittings held on the 25th, 27th
and 28th November, 1958 and 1st to 4th December, 1958. The
observations of the sub-Committee on a few cases of losses have been
embodied in Chapter VI of the Report. Although these losses repre-
sent only an infinitesimal proportion of the total outlay on the
Defence Services, the Committee have been mainly guided in their
eramination by the nature of losses of cash, overpayments etc. which
characterised each case. They trust that the Ministry of Defence
will tighten the existing checks to make them fool-proof.

The sub-Committee also considered the statement showing action
taken or proposed to be taken pursuant to the recommendations mede
in the earlier Reports of the Committee on the Defence Services
Accounts, viz., 9th, 14th and 19th Reports (1st Lok Sabha) and 6th
Report (2nd Lok Sabha) at their sittings held on the 18th and 22nd
December, 1958. The observations of the sub-Committee in this
behalf have been set forth in Chapter VIII of the Report.

v
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Another metter relating to the Defence Accounts under report.
which was entrusted to the sub-Committee was the examination of
profit/loss made by the individual Military Farms and the consolidat-
ed profit/loss account of the Military Farms for the year 1955-56. The
sub-Committee examined the representatives of the Ministries of
Defence and Finance (Defence) and the Quarter Master General’s-
Branch in this connection at their sitting held on the 24th November,
1958. Their observations on the working of some of the Military
Farms are contained in Chapter VII of the Report.

5. A brief record of the proceedings of each of the above-mention-
ed sittings of the Committee and the sub-Committee has been main-
{ained and forms parts II and III respectively of this Report.

6. The facts outlined in Chapters I, V and VI of the Report show
that serious shortcomings in administration and in store-keeping and
store-accounting still persist in all the Services despite the comments
of the successive Public Accounts Committees from 1953-54 onwards.

The Committee would reiterate that store accounts showing accu-
rately the quantity and location of stocks are essential to the econo-
mical and efficient administration of the Services. The Committee
are disturbed to find that this essential requirement was lacking as
would be evident from the Audit certificate of the Controller General
of Defence Accounts on the Accounts under report.

7. The working of the Ordnance Factories continued to be far
from satisfactory during the year under report. Procurement of raw
materials in excess of the actual requirements resulting in losses in
disposal of the surplus materials, and lack of administrative control
of and co-ordination between the various factories leading to accum~
mulation of huge quantities of unwanted/surplus manufactured com~
ponents were some of the recurring features during this year also.
In two cases, the value of such components was about Rs. 90 lakhs.
The Committee are concerned about such a large accumulation of
stores. They were assured that with the introduction of the propos-
ed “mechanised scheme of material control” for centralisation of pro-
visioning and control over orders at the Headquarters of the Director
General of Ordnance Factories, such defects in the working of
Ordnance Factories would not recur. The Committee would like to
watch the results of this new scheme of control.

8. The Committee feel that substantial economies could be effected
!.qithout loss of efficiency, if a sense of financial responsibility could be
inculcated throughout the ranks of the Services. Encouragement of
cost-consciousness in the Armed Forces seems essential in the present
context of the large outlay on Defence.
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9. The Committee note that in as many as 40 cases, the informa-
tion asked for has not been supplied to them by the Ministry of
Defence though it is more than 4 months since the Committee examin~
ed the representatives of the Ministry. They have, therefore, not

been able to come to any conclusions in regard to these matters
concerned.

10. The Committee considered and approved this Report at their
sitting held on the 23rd April, 1959.

11. A statement showing the summary of the principal recommen-

dations/observations of the Committee is also appended to the Report
(Appendix).

12. The Committee place on record their appreciation of the
assistance rendered to them in their examination of these Accounts by
the Comptroller and Auditor General of Indma.

N. G. RANGA,
Chairman,
Public Accounts Committee.
New DELHI;
The 24th April, 1959

Vaisakha 4, 1881 (Saka).
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FINANCIAL WORKING OF THE GRANTS RELATING TO THE
DEFENCE SERVICES, 1955-56
The following table compares the original and final grants and

appropriations with the actual expenditure for the year 1955-56:
(In lakhs of rupees)

Particulars  Original Grant Final Grant Actual
or Appropriation or Apprcpriation Expenditure

Total expenditure
ms: from Reveaque—
(Voted) . . 2,20,43 2,20,43 1,93,82
(Cnarged) . . .05 .05 ..

Total expenditure
m=t from Capital—

(Voted) . . 24,54 2464 20,69
Grand Total (Voied® . 2.4%,07 2,45,07 2,14,51
(Charged) . .05 .05 ..

There was thus a saving of Rs, 3056 crores or about 12-47 per cent.
over the final grant during the year 1955-56 as against 10-25 per cent.

in 1954-55.

2. The following table shows at a glance the savings in voted

grants over a period of 6 years.
‘In lakhs of rupees)

Year Pinal Grant Savings Percentage of
savings
1950-§1 2,03,10 17,08 8.4
1951-52 2,17,2% 20,83 9.6
1952-53 2,33.66 235,51 10.9
1953-54 2,37,97 24,99 10.5
1954-55 2,43,52 24,97 10.23
1955-56 2,45,07 30,56 12.47

Savings over Vc;ted grants andnon-surrenderof savmgs

3. Savings occurred mostly under Army, Air Force, Non-effective
and Defence Capital Outlay during the year under report; the saving
under Capital amounted to 16 per cent. of the Grant. Savings in the
voted grants were on the increase. As against an increase of about
Rs. 42 crores in the final grant during 1955-56 as compared to 1950-51,
the savings have increased by about Rs. 13'5 crores.

Surrender of savings was inadequate under four grants [Nos. 12
(sub-heads F and G), 13 (sub-head D), 14 (sub-head D), and 111

{sub-head A.3)] '
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Control over expenditure

4 The increase in savings and non-surrender of savings indicate
that during the year under report both the budgeting and control
over expenditure had been defective. The Committee were informed
that among other things, reduction in demand for stores, non-receipt
of anticipated debits, delay in the starting of works, slow progress
of works accounted for the bulk of the savings. The Committee
would like to point out that 1955-56 was the last year of the First Plan
and as such the Ministry should have taken all steps to make up for
the initial shortfalls in the earlier years of the Plan and fulfil the
Plan targets. It is regrettable that the performance of the Ministry
has been much below their own expectations, There is considerable
scope for improvement.

5. As desired by the Committee in para 7 of their Sixth Report
(Second Lok Sabha), the Ministry submitted to them a Statement
showing details of expenditure etc. in respect of major construction
works (Appendix II) in order to enable them to examine the question
of rush of expenditure in the last month of the financial year. From
a study of a few cases in the statement, the Committee observe that
rush of expenditure in March was mainly due to large ‘on account’
payments in that month, late completion of works due to non-avail-
ability of stores, etc. in the earlier period, late receipt of bills, delayed
payment due to dispute with contractors, etc. The Committee were
informed that instructions have been issued by the Ministry to avoid
heavy rush of expenditure in the closing months of the year. Apart
from general instructions of this nature, it is necessary that the Min-~
istry should devise specific remedies to remove the bottlenecks cited
above 30 as to ensure that the expenditure during the year is evenly
spread out. In erpenditure, haste would invariably result in waste.

Controller General of Defence Accounts’ Certificate, 1955-56—
pp. 5-6—Appropriation Accounts

Delay in finalisation of Appropriation Accounts

6. The Committee’s attention was drawn to the time-lag of more
than 1} years between the date of signature of the C.G.D.A.’s Audit
Certificate (3rd December, 1956) and that of the Review by the
Financial Adviser, Defence Services (1st August, 1958) in respect of
the Accounts under examination. The Committee understand from
a note (Appendix III) furnished to them by the Ministry of Finance
(Defence), at their instance, that the date of signature of the Review
represented the date on which the Appropriation Accounts were
finalised in all respects except for the signature of the Comptroller
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and Auditor General, while the date of the C.G.D.A’’s Audit certi-
ficate merely represented the date on which the draft is signed by
him, which has to be scrutinised by the Financial Adviser, Defence
Services, and Statutory Audit and observations raised by them have
to be settled @s far as possible before the certificate can be finalised.
Even after the certificate was finalised a certain amount of time-lag
was inevitable before other parts of the Accounts could be finalised.

The Commitiee feel that the date of C.G.D.A.’s audit Certificate
should be that on which the certificate is finalised. This would
indicate the exact time-lag between the date of C.G.D.A’s Certificate
and the date of Financial Adviser's Review.

The Committee also note that according to the existing regulations,
the C.G.D.A.’s certificate is required to be furnished by the 30th
September while the printed copies of the Appropriation Accounts
are required to be sent to the Comptroller and Auditor General by
the 15th January following. The Committee are not convinced of
the reasons for delay in finalising the Appropriation Accounts. They
see no reason why the dates specified in the regulations should not be
adhered to by the C.G.D.A. and the Financial Adviser. If in actual
practice, it has not been found possible to adhere to the various dates
prescribed for the finalization and submission to Audit of the Appro-
priation Accounts (Defence Services), the Committee suggest that a
revised time schedule should be drawn up in this behalf in consulta-
tnon with Audit which should be strictly adhered to.

Irregularities in Store Accounts

7. The C.G.D.A''s certificate disclosed the following irregularities
in the Store Accounts in general terms, as usual:

(i) Cases in which the store Accounts and/or connected
documents were either incomplete or not maintained at
all or were not produced for check continued to occur,

the number being slightly larger than in the previous
year.

(i1)) The number of army units and formations in which stock
verification was either incomplete or not conducted at alt
during the year was larger than in the earlier year.
Surpluses and deficiencies of considerable magnitude per-
sisted in the Ordnance Depots.

(iii) Cases continued to occur more or less to the same extent
as in the previous year in which certain Army Depots.
Naval Establishments, Equipment Depots of the Air Force
«nd some units and formations could not link vouchers
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on which the stores were actually brought on charge by
thern with particular issue vouchers, packing accounts in
which consignments were notified as having been issued
to them. It was not, therefore, possible in @ number of
cases to verify with reference to the available copies of
consignors’ issue vouchers/invoices that the stores
indicated therein had been fully brought to account in the
books of the respective consignees. There were also a
few cases in which stores stated to have been issued had
not been brought to account at all by consignees. In a
large number of cases, vouchers have also not been pro-

duced to audit.

8. In examination the Committee enquired the measures taken by
the Ministry of Defence to improve the store accounts in the army
depots/formations. The Committee were informed that the existing
instructions were quite comprehensive. Irregularities occurred
when some of them were not followed. With a view to ensuring
strict compliance with the instructions, the Ministry of Defence had
been issuing circulars periodically impressing upon the administrative
officers, the need to follow the rules and procedure. The Committee
understand from a note (Appendix IV) submitted at their instance
that training in accounts is imparted to the service officers responsible
for maintenance of accounts which includes unit accounting, stock
taking, store accounting, etc. Officers are adequately tested at the
retention and promotion examinations in subjects like accounting,
provisioning and stock taking procedure, store accounting, etc. The
‘Committee, however, suggest that refresher courses in accounting for
the officers and others handling the stores should be introduced by

thg three Services.

The Committee are concerned to find these conditions persisting
year after year and, therefore, urge the Ministry of Defence, the three
Services and the Ministry of Finance (Defence) to take all possible
steps to see that sufficient staff in both quality and numbers are
provided for store-keeping and store-accounting work, on the proper
performance of which depend both the administrative efficiency of the
Services and the safeguarding of public funds.

The Committee also observe that the Audit certificate of the
C.G.D.A. is at present couched in general terms and does not draw
attention to specific cases in support of the statements or conclusions
therein. The Committee feel that if this certificate is to serve any
purpose at all, it should be revised in consultation with the Ministry
of Finance (Defence) and the C.&A.G. and detail some of the specific
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- cases involving financial, procedural irregularities etc. disclosed im
audit by the C.G.D.A.

Statement showing cases of non-maintenance of Accounts condoned
by Government of India during 1955-56—Appendix I, Pages
120-130 of Appropriation Accounts, 1955-56.

9. The Committee's attention was drawn to a number of cases of
non-meintenance or irregular maintenance of accounts condoned by
the Government of India during 1855-56. The Committee were
surprised how Government satisfied themselves in the absence of
regular accounts that the cash or stores involved in the transactions
referred to in this statement were properly utilised. The Committee
desired to be furnished with the {ollowing information in this
connection: —

(a) What are the rules for condonation of the various types of
irregularities disclosed in this Appendix of the Approprie-
tion Accounts and the various levels at which such
condonation is sanctioned?

(b) In what cases the Ministry proposed to take disciplinary
action? (The details of disciplinary action taken in the
cases mentioned at S. Nos. 10 to 13, 16, 17, 27, 29, 31, 33,
35, 36 end any other items relating to the year 1850 and
thereafter which may be considered as important for
being brought to the Committee’s notice to be furnished)

The Committee regret that the information has not yet been fur-
nished to them and they have, therefore, to postpone further consi-
deration of the matter.

Pension payments—page 6—sub-para 9 of the C.G.D.A's certificate

10. According to the C.G.D.A’s. certificate no proper or complete
check of pension payments made during the year in respect of certain
Indian Military Pensioners (including Indian State Forces person-
nel) could be conducted during the year 1955-56 due to the non-
receipt of pension payment accounts from the pension disbursing
officers and for certain other reasons. The irregularities reported
in the previous years in the accounts of one Pension Paymaster were
still under investigation. Certain irregularities noticed during 1954-
55 in a Treasury Office in regard to the pension payments made on
behalf of the Defence Services were also being investigated.

In evidence, the Committee were informed by the C.G.D.A. that
pension payment accounts for 1955-56 were not received from the
various disbursing officers by the prescribed date. These were re-.
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eived subsequently and audited except for six from Gengtok Trea-
sury which the C.G.D.A. had not yet been able to obtain. 276
accounts for 1955-56 which were not audited then, had subsequently
‘been audited, he added. The Committee were assured that the
position in this respect had thus improved since then.

The Committee understand that the eristing penston rules and
regulations are so complicated that it is almost impossible to sanction
payments of pension in time. The Committee suggest that Govern-
ment should review the rules and regulations relating to the sanc-
tion of pensions on the Defence side. They understand that on the
-«civil side, a Committee has since been constituted by Government
to review the rules relating to sanction of pensions to civilians.
‘The Committee consider that it might be advisable for the Ministry
of Defence to be associated with that Committee in relation to the
‘rules and regulations applicable to the Defence Services Personnel.

The Committee desired to have the following information in this
‘behalf:

(i) A note stating the number of persons who had retired
during the last two years but had not received their
pensions so far and the usual time-lag between the
retirement and the sanction of the pension, the reasons
for the delay, and the steps proposed to be taken by the
Ministry to eliminate them.

(i) A note stating the nature of irregularities detected in the
Accounts of the Pensions Pavmasters. Treasury Offices,
the time when these were detected, the present position
regarding their investigation, settlement and steps taken
to remedy them.

The Committee regret to observe that in this case too, the requi-
-site information has not been furnished to them so far.

Section V—Appropriation Accounts 1955-56.

Reriew of Military Engineer Services Expenditure—pp. 32--34,
Recoveries of Rent—Para 23

11. The amount of outstanding rents at the end of the vears
'1953-54 and 1954-55 was Rs. 198 crores and Rs. 220 crores respec-
tively and the amount outstanding at the end of the vear 1955-56
was Rs. 2-41 crores.

It was stated in evidence that action had been taken to recover
as much as possible the amounts outstanding against the Central
-‘Ministries, State Governments and private parties. As a result of
-the measures taken, the outstandings had come down to Rs. 1-98
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crores from Rs. 2°79 crores on the 30th September, 1957. It was
further stated that a Special Officer had been appointed to watch the
recovery of such outstandings.

The Committee desire that the measures shall be strengthened
«and recoveries pursued vigorously. They trust that as a result of
the measures adopted, considerable improvement would be effected
in the recoveries before long.

Execution of works without technical sanctions—para 24

12. It has been stated in this para that the Controllers of Defence
Accounts continue to report a number of cases in which technical
sanctions are not accorded prior to issue of tender documents and
of delay in submission of contract documents, deviation orders and
completion reports for scrutiny in internal audit.

The Committee understand from a note (Appendix V) that in
11 cases technical sanctions were not accorded prior to the issue of
tender documents during the vear 1955-56.

The Committee have already stressed in para 15 of their 14th
Report and paras 13-—-17 of their 19th Report (1st Lok Sabha) the
need for fulfilling the codal requirements of obtaining technical sanc-
tione netore issue of tender documents. They desire that action
should be taken against the officers responsible for non-observance of
the instructions laid down tn this behalf.

In the case of Review of M.E.S. Expenditure also, the Committee
suggest that instead of mentioning the number of cases mnrvolving
wrregularities of different kinds disclosed in the Reports of the Con-
trollers of Defence Accounts. the broad features of specific cases
should be set forth in the Rerview so as to make it more cxpiicit.

Establichment charges of Military Engineer Services—Para 28

13. The total expenditure on establishment during the year
amounted to Rs. 254 crores against a total work load of Rs. 19-90
crores. This works out to 13-037% as against 12-09°] for the year
1954-55 and 11'39. for the vear 1953-34. The Committee note that
there has been a gradual increase in the exrpenditure on establish-
ment without corresponding increase in the work load.

It was stated in evidence by the Engineer-in-Chief that one of the
reasons for increase in the expenditure on establishment was the
increase of planning work undertaken with a view to housing the
Armed Forces, quickly. The Committee desired to have detailed
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formation with regard to the réasons for the increase in expendi-
ture, the amount of expenditure on staff employed on planning work
and a comparative statement for three years from 1954-55 onwards.

The Committee are distressed to observe that this information is
yet to be supplied by the Ministry of Defence. They are, therefore,
ebliged to defer consideration of this important aspect of M.E.S.
Expenditure till they next examine the Defence Services Accounts.
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WORKS EXPENDITURE

Engineer-in-Chief’s Branch
Execution of work below specification—para 8 of Audit Report

14. A technical examination in January, 1951 of a road construc-
tion work completed in August, 1949 in Western Command revealed
that overpayments estimated at Rs. 55,770/- had been made to the
contractor on two counts:

(i)the thickness of road metal as spread was 3'5’ instead
of 4'5” as per specification (Amount of overpayment
Rs. 28,727).

(ii) the thickness of boulder soling was 4-78” agains;
specified (Amount of overpayment Rs, 27,043).

In the final bill in respect of this work which was paid in March
1950, a certificate that the work was executed according to specifi-
cations was recorded by a responsible officer. The Contractor
accepted the payment of the final bill under protest pending settle-
ment of certain claims preferred by him against the Government.
These claims and the Government's counter-claim of Rs. 55,7701
were referred to an arbitrator in 1952, who, in September, 1953
awarded Rs. 5,000 only in favour of the Government against their
claim for Rs. 55,770 .- and Rs. 25,000 in favour of the contractor for
failure of the Military Engineer Services to discharge their contrac-
tual liabilitiess Thus, on the whole, there had been a net loss of
Rs. 75,770{- to Government out of which a sum of Rs. 16,000!- was
regularised by Government in April, 1957. According to Audit, the
regularisation of the balance was awaited.

15. In evidence, the Committee were informed that check-measure-
ments were taken before payments were made to the contractor
but the use of under-sized materials and work being below specifi-
cations were not brought to the notice of the higher authorities.
In extenuation it was stated that the work was a rush job to be com-
pleted in three months.

The Committee considered this plea unacceptable as they were
given to understand that the work was actually completed in nine
months. An extension of sir months was given to the contractor

9
312 (Aii) LS.-2
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as the emergency had disappeared, because of the cease-fire order.
Further, even if it was rush job the Committee find it difficult to
understand how specifications could be relared or overlooked. Had
there been no cease-fire, the army would have taken unnecessary
risks in using this road. In their opinion, it is necessary that even
in rush jobs specifications should be laid down consistent with the
requirements of safety and practicability and those specifications
should be adhered to.

The Committee enquired as to how in respect of such a defective
work, a certificate was recorded by an officer to the effect that it had
been executed according to specifications and why no disciplinary
action was taken against him. They were informed that disciplinary
action was not initiated by the Engineer-in-Chief as soon as the
defects were pointed out by the Chief Technical Engineer, as the
matter was referred to arbitration. Later, when the arbitrator gave
an award of only Rs. 5,000 against the contractor, it was considered
that the amount was rather small and as it had been recovered from
the contractor, the disciplinary aspect of the case was dropped.
This matter came to the notice of the Ministry after a lapse of §

years and the Ministry felt it was rather late then to pursue the
case.

16. The Committee were surprised at the manner in which the
Ministry tried to crplain away an omission, which the Committee
consider deserved more serious gttention. The examination by the
f°.T.E. disclosed defective execution of the work and pointed out
Yver-payments to the contractor. The M.E.S. conceded the over-
payments. It is, therefore, obvious that the officer who gave the
certificate had acted in an irresponsible manner. The Committee
cannot help observing that the Engineer-in-Chief had failed in his
duty in not taking disciplinary action against the officer. They
deplore the manner in which it was conveniently postponed and
ultimately dropped. The Committee desire that the matter should
be reviewed by the Ministry. Pending this review, the loss reported
in this case should not be written off.

As regards the award of the arbitrator, the Committee desired to
have further information on certain points before they could consi-

der it. The Committee regret to observe that the information is
still awaited.
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PURCHASE OF STORES
Director General, Ordnance Factories

Excessive purchases of materials—Para 9(a) of Audit Report

17. Out of a total quantity of 240 tons of a certain material (re-
quired in the manufacture of an ammunition item) purchased in
1952 and 1953, only 8 tons had been utilised upto February, 1956.
After reserving a quantity of 83'5 tons for possible use in future,
the balance of 148-5 tons, valued at about Rs. 8 lakhs had been
declared surplus.

The estimate of requirement of this material was originally made
by the Director-General, Ordnance Factories in March, 1950 at 260
tons on the basis of a forecast of demand for 6500 units of the
ammunition intimated to him by the Service Headquarters earlier.
However, the Service Headquarters placed a firm demand on the
D.G.OF. only for 3,000 units in March, 1951 and the latter indented
in December, 1851 for 260 tons of the material (for manufacturing
6,500 units) without making a pro-rata reduction in the indent for
this ingredient. An ad hoc reduction of 20 tons in the indent was
ordered by him in August, 1952 and the balance of 240 tons was
purchased.

Eight tors of this material were used in the manufacture of 190
units of the ammunition. Another batch of 1133 units of the ammue
nition was also manufactured during the same period without using
this particular ingredient as a different process not involving the
use of this ingredient had to be adopted for want of other materials
necessary for manufacturing under the older process.

The Committee wanted to know the reasons why the indent for
stores based on the estimated requirements of 6,500 units was not
reduced in the I'ght of the reduced firm demand. According to a
note submitted to them by the Ministry of Defence, the Service
Headquarters intimated the D.G.O.F. while indicating priority of
manufacture that their annual requirements of this ammunition
would be 6,500 units; so, when the firm indent for 3,000 units was
received by the D.G.O.F, he assumed that further demand for the
remaining 3,500 units would follow. On the basis of this assumption,
the D.G.O.F, placed an indent on 22nd March, 1950 on the D.G.1.S.D,,

11
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London for 260 tons of this material. The latter could not procure
the material and so the indent was cancelled. In December, 1951,
the D.G.S.&D., New Delhi was asked to procure the meaterial from
indigenous sources. In August, 1952, delay was anticipated in the
supply from the UXK. of another ingredient for the manufacture of
this ammunition and the D.G.O.F. reduced the quantity from 260 to
240 tons. As the prospects of receipt of the other ingredient from
the UK. did not improve in December, 1952, the D.G.O.F. requested
the D.G.S. & D. to defer delivery of the material till the middle of
1953. As the firm on whom the orders were placed had already
manufactured 220 tons by that time, the order could not be cancel-
led.

The Committee regret to observe that this case is typical of the
defective working of the Directorate General of Ordnance Facto-
ries during that period. The previous Committee had occasion to
draw attention to this distressing feature in paras 13 to 15 of their
Sixth Report (Second Lok Sabha).

The Committee understand that the firm requirements for entire
quantity of the material had since arisen and 43 tons had already
been used upto the 30th April, 1958. The Committee would like to
know in due course the progress made in the utilisation of the re-
maining quantity of the material.

Excessive purchase of varnish—Para 9(b) of the Audit Report

18. 11,250 gellons of varnish valued at Rs. 1,72,134 which formed
the major part of 15,250 gallons procured by the Director-General
of Ordnance Factories during the years 1950 and 1951 had to be dis-
posed of as surplus material in March, 1956 at a loss of Rs. 1,61,634.
The varnish was required for the manufacture of a certain store and
the quantity that was purchased had been calculated on the basis
that 25 gallons were needed for manufacturing 1,000 units of the
stores against 6 gallons actually required. The Committee under-
stand that the original demand was based in this case on a
‘Guesstimate’ for want of experienced personnel and adequate data.

In evidence, the Director-General of Ordnance Factories admitted
that the manufacturing factory concerned had not checked properly
the estimate of the quantity of varnish required before procuring it;
nor had it taken care to see that a part provision was only made in
view of the fact that the store had not been manufactured by it
earlier. The estimate had been obtained by this factory from another
factory in that area which also had no experience in this line. The
store had, however, been manufactured by another factory but the
latter factory was mot consulted in the matter earlier. No discipli-
nary action was, however, taken against the officers responsible for
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over-provisioning in this case, one of whom had left the country in
1951 and the other two in 1955, The Committee could not get any
explanation as to why no action was taken against the officers who
continued to be in service till 1955. The Defence Secretary inform-
ed the Committee that instructions had since been issued to the
D.G.OF. in March, 1958 that “In future wherever a loss occurs in
©Ordnance Factories due to over-provisioning of stores, the reasons
for over-provisioning should be investigated and remedial measures
should be taken promptly.”

The Committee suggested that in order to avoid any lacuna in
the implementation of these instructions the words ‘remedial mea-
sures should be taken promptly’ should be substituted by ‘com-
mencement of proceedings for disciplinary action and other reme-
dial measures should be taken.’ The Defence Secretary agreed to
accept this suggestion. The Committee trust that the Ministry of
Defence would have by this time issued further instructions in the
matter.

19. Explaining the reasons for delay of five years in disposal of
the surplus stock of varnish, the Defence Secretary stated that the
varnish was declared surplus by the Factory in June, 1953 when
the production programme of the ammunition for which it was
intended had been suspended. Thereafter, the requirements of
other factories and user services for the varnish had to be ascer-
tained. The D.G.OF. finally decided to dispose of the surplus
through the D.G.S. & D. in March, 1955, after the report of the
Committee which had been appointed by the Government to exa-
mine stocks of surplus items, was made available to him. The
varnish was actually disposed of in March, 1956. The D.G.OF.
admitted that the varnish would have fetched a better price had it
been disposed of in August, 1951, immediately after it was found

surplus.

The Committee are concerned to find that the D.G.OF. had
rushed to procure 15250 gallons of varnish, a commodity which is
subject to rapid deterioration, before he had worked out precisely
the quantity required. They trust that no such mistake will be
made again.

Para 9(c) of the Audit Report

20. 10,400 sq. ft. of wire gauge valued at Rs. 40,135 (which formed
the major part of a quantity of 11,260 sq. ft. purchased locally by an
ordnance factory during 1950-51) hed to be disposed of as surplus in
September, 1955 at a loss of Rs. 27,371. It was found that only 100
sq. ft. thereof had been used in the particular production for which
it had been purchased.
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In evidence, the representative of the Ministry of Defence stated
that according to the findings of the Board of Enquiry constituted
to investigate this case in 1956, the Estimates Section of the Factory
had correctly prepared an estimate of the requirements as 17-1/12
sheets of the material, but the staff in the store section while plac-
ing the indent had changed it to 2,005 sheets of 34” length each.
The store holder who failed to check whether the indent had been
correctly prepared had been dismissed from service but on some
other charge. Of the two Assistant Works Managers involved, one
had retired and the other was serving in the Ministry of Labour.
The checker and the U. D. C. concerned were, however, still in ser-
vice in the factory. The Ministry of Defence as also the Board of
Enquiry suspected the motives of the provisioning staff in placing
the indent for more quantity than required.

The Committee learn from a note (Appendix VI) submitted by
the Ministry of Defence that the fact that surplus quantity of the
material had been provisioned by the factory was noticed by the
D.G.OF. in 1954 end the circumstances in which the excess
provisioning had been made were investigated by him. It was
explained by the factory at that time that the provision of the
store was made to cover the known liabilities as well as anticipated
requirements on the basis of past consumption. In view of this ex-
planation, the D.G.O.F. did not consider it necessary to constitute a
Board of Enquiry at that stage. It was only on receipt of an audit
objection in February, 1956, that the D.G.O.F. constituted a Board
of Enquiry in August, 1956 to investigate into the case.

The Committee see no reason to differ from the findings of the
Board of Enquiry that the over-provisioning was not due to any error
in the estimates, but due to acts of omission and commission by the
factory staff. They desire that action should be taken against the
officers responsible for not giving the correct position to the D.G.O.F.
in 1954. The Committee also suggest that in future as soon as a
case of over-provisioning is brought to notice, the reasons therefor
should be investigated expeditiously so that the officers responsible
do not escape punishment with the lapse of time. The Committee
should be informed of the disciplinary action taken by the Ministry
of Defence in this case.

21. The Committee also examined the Secretary, Ministry of
Works, Housing and Supply and Director-General of Supplies and
Disposals with a view to finding out the reasons for the heavy loss
in the disposal of the material. The D.G.S. & D. stated that the
material was auctioned in September, 1855. The market* value of

® See slso Appendix VII.
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the material as ascertained from three firms was assessed at
Rs. 16,900 (@Rs. 1|10~ per sq. ft.), and the guiding price was fixed
at 80% of the assessed market value for the purpose of auction
according to the prescribed practice. The condition of the material
as indicated in the surplus report was stated to be good. The Com-
mittee, however, could not get eany information about the market
price of the material prevailing at the time of its purchase by the
factory locally in 1950-51 (for Rs. 40,135) as no purchases of the
material had been made by the D.G.S. & D. during that period.

The Committee desire that the entire procedure regarding local
purchase of stores by Ordnance Factories should be reviewed in

consultation with the D.G.S. & D. with a view to providing sufficient
ehecks against such pessible risks.

Master-General of Ordnance
Purchase of a plant—Para 10 of the Audit Report

22. A vulcanising plant purchased in 1949 at a cost of Rs. 51,690
from the American Surplus Store, Calcutta was sold unused in Feb-
ruary, 1956 at a loss of Rs. 38,768. In addition, & sum of Rs. 6,006
had been spent on freight from Calcutte to Delhi. The cost of

maintaining the plant for about 7 years could not be ascertained by
Audit.

The plant which was purchased by the Master-General of
Ordnance after obtaining financial approval, was originally intended
to be installed in an existing workshop at Panagarh. But it was
later decided to erect it in a workshop at Delhi. Owing to objec-
tion from the Fire Adviser at Delhi it was decided to house the
plant in a separate building of its own. Estimatés showed that the
cost of the building and other ancillary services for operating the
plant would come to about Rs. 15.79 lakhs and the annual running
cost would be Rs. 5.16 lakhs. The plant had a capacity of treating
9,000 to 12,000 tyres per year. As the total number of tyres to be
retreaded was expected to be of the order of 1,200 only and as only
Rs. 2 lakhs per year were being spent on getting the tyres retreaded
by private firms, it was considered uneconomical to instal this plant.
This deal resulted in Government sustaining a loss of about Rs. 45,000,

Explaining the reasons for not using the plant, the Master-
General of Ordnance stated that from 1951 to 1954, 1,950 tyres were
got retreated at a cost of Rs. 3,93,000 and 1,860 tyres were awaiting
to be retreaded in 1955, the annual average being approximately
1,000 tyres only; it was, therefore considered uneconomical to instal
the plant. In the light of these facts, it is obvious that the decision
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to purchase the plant was hasty and not well-considered. It is
surprising how financial approval was accorded to such an ill-
conceived proposal.

The Committee desired to be furnished with a statement showing
the number of tyres discarded, retreaded and replaced and the cost
involved in replacement and retreading for the last three years.
They regret that the information has not been made available to
them so far. In the meantime, the Committee would suggest that the
procedure for condemnation and replacement of tyres of the vehicles
used by the Army units should be reviewed with a view to investi-
gating whether discarding of tyres could be further reduced by
retreading them, where it is economical to do so.

Purchase of Mustard Oil—Para 11 of .the Audit Report

23. As a result of a provision review carried out in July, 1950, a
demand for 43,900 gallons of mustard oil for use as a diluent for eil
creosote was placed by a Central Ordnance Depot in August 1950 to
meet the requirements for 1951-52. Due to the ebnormal increase in
the price of mustard oil intimated by the purchase organisation in
April, 1951, the requirement was specially reviewed in May, 1951 on
the same basis as in July, 1950 and the demand on the Purchase
Organisation was reduced to 20,000 gallons in June, 1951. A further
review carried out a few months later during July to September,
1951 on the basis of reduced maintenance requirements revealed that
only 8,300 gallons were required. Action was taken in November,
1951, by the depot authorities to reduce the demand accordingly. The
reduction could not, however, be effected without financial liabilities
as the contract for the supply of 20,000 gallons had already been
placed by the Purchase Organisation in July and August, 1951. The
entire quantity of 20,000 gallons was received by the depot in May/
June, 1952. The provision review carried out in July, 1953, revealed
a surplus of approximately, 17,000 gallons. A ban had already been
imposed in June, 1952 on the use of mustard oil as a diluent due to
its high cost, and used engine oil, a cheaper alternative store, was
available in large quantities with the Army. The depot authorities
suggested, therefore, in July, 1953 the use of the surplus oil as a
diluent for oil creosote as its disposal through the Disposal Organisa-
tion was considered less advantageous. By November, 1954,
however, the depot authorities themselves declared that the attempt
to utilise the total surplus as a diluent would fail and 12,000 gallons
were still available as surplus after meeting the requirements upto
- 1956-57. After taking into consideration the requirements of other
depots for the purpose of using the oil as a diluent, a quantity of
9,281 gallons valued at Rs. 97,000 approximately was finally released
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to the Disposal Organisation in July, 1856 which was disposed of in
1957 by auction for a total sum of Rs. 66,017 resulting in a loss of

about Rs. 31,000.

24. Explaining the circumstances leading to over-provisioning in
this case, the Director of Ordnance Services stated that when the
Purchase Organisation intimated the increase in the price of mustard
oil in April, 1851, the provisioning officer reduced the original
requirement of 43,900 gallons to 20,000 gallons. But while working
out the revised requirements he did not take into account the stocks
held in other depots besides the Central Ordnance Depot. It was
only at the time of the annual review carried out three months later,
when the stock holdings of all the depots were available that it
was detected that the demand could be reduced further to 8,300
gallons. But it was too late at that stage to do so without financial
repercussions. No disciplinary action was taken against the officer
concerned for over-provisioning, as he was inexperienced.

The Committee could not get any convincing explanation for not
disposing of the surplus oil after November, 1951 when the indent
could not be cancelled, or in June, 1952 when a ban had been imposed
on the use of mustard oil as diluent. They were surprised at the
statement by the Director of Ordnance Services that the officer
concerned decided to proceed with the purchase of the full quantity
indented for in consideration of the rise in prices and the possible
need for the oil in future, because of its indefinite life from the
technical point of view. As regards the non-disposal of the oil after
the imposition of the ban upon its use as diluent, the representative
of the Ministry of Defence stated that besides its use as diluent for
preservation, there were two other uses on which there was no ban

imposed.

Although the price of the oil had gone up when the surplus stock
was auctioned in 1957, Government got only a sum of Rs. 66,017 in
disposal against the purchase price of Rs. 97,000. According to the
representative of the Ministry of WH. & S. the loss in disposal was
due to the oil being five vears old at the time of auction. The
Committee are unable to reconcile this statement with the wview
expressed earlier by the Director of Ordnance Services. It is,
however, obvious that had the surplus stock been declared to the
Disposal Organisation soon after the ban was imposed in June, 1952,
the auction would have fetched a better price than in 1957. The
Committee regret to observe that this case is indicative of lack of
proper planning and foresight both in provisioning and in taking
action to dispose of the oil. They would like to know the action
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proposed to be taken against the officers concerned and remedial
measures taken to prevent such losses, due to over-provisioning.

25. To a question asked by the Committee about the time-limit
for keeping the commodity in stock without loss of its efficacy in
quality no reply could be given by the Director of Ordnance Services.
The Committee are distressed to mnotice that although a period of
more than 4 months has elapsed, the Ministry of Defence have not
been able to furnish this information to them. The Committee
would like to draw attention to the imperative necessity for fixing
the time-limit upto which consumable store like oil should be kept
in stock. They would urge the Ministry of Defence to fix the time-
limit in the case of such consumable stores and see that the Depots
take timely action to dispose of surplus stocks.

Avoidable purchase of telescopes—Para 12 of the Audit Report

26. In August 1950 an indent for 180 telescopes was placed with
the 1.8.D,, London. Subsequently, a provision review of this item
carried out by the M.G.O. in April, 1951 revealed a surplus of 467
numbers due to reduction in the scale of issue to the units. The
indent earlier placed with the 1.S.D. London, was, however, allow-
ed to stand on the ground that there was no indigenous manufacture
of telescopes, the instruments were of a non-perishable nature and
their procurement in future might be difficult.

Another provision review was made in April, 1952 which revealed
an increased surplus of 861 telescopes due to the same cause. An
attempt was, therefore, made in 1953 to cancel the indent placed
in August, 1950 by addressing the Military Adviser attached to the
High Commissioner in London. According to the Military Adviser,
he took up the matter with the 1.S.D., London orally and he was
informed that cancellation of the indent was not possible at that
stage; on the other hand, the 1.S.D., London stated that there was
nothing in writing to support this and it was only in June 1954 that
they were informed in writing about the desire of the indentor to
cancel the indent.

The contract was placed by the I.S.D. in July, 1951 and the first
lot of 36 telescopes was offered for inspection in September, 1951.
They were found to be different from the type ordered. As the
telescopes were to be according to the specifications and drawings of
the U.K. Government the inspecting officer suggested that a reference
might be made to that Government before accepting the goods.
Instead of following this advice, the 1.S.D., London asked the
supplying firm to certify that the telescopes were according to speci-
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fication and on the basis of that certificate, the telescopes were
accepted in Januwery, 1952. However, for want of leather cases the
material could not be shipped to India and a separate contract for
180 leather cases was placed with another firm in May, 1852. A
second lot of 25 telescopes was similarly accepted in June, 1953 on
the basis of the assurance given by the supplying firm. A third lot
was inspected in February, 1954. On noticing certain optical
differences, the matter was referred to the UK. Government. It
was then revealed that the 61 telescopes already supplied by the firm
were also materially different from the type indented and should not
have.been accepted. Thereupon, the order for the balance of 119
telescopes was cancelled as the indentor had in June 1954 notified his
desire to cancel the indent. The 61 telescopes already supplied
could not be returned to the firm in view of the delay in intimating
the unacceptability of the telescopes. This resulted in an avoidable

expenditure of Rs. 14,909 on the purchase of 61 telescopes and 180
leather cases.

27. In evidence the Director of Ordnance Services stated that the
question of cancellation of indent was first taken up with the Military
Adviser to the High Commissioner in October, 1951 but subsequently
in April, 1952 it was decided by the General Staff to allow the order
to stand in consideration of emergency conditions then prevailing
and non-availability of the store from the indigenous sources. By
March, 1953 the conditions had improved and it was decided to cancel
the order. As regards the question whether an attempt was made
by the Military Adviser to the High Commissioner to cancel the
order, the representative of the Ministry of Defence stated that in
those days because of a number of orders placed on the D.G1.S.D.,
it was usual for the Military Adviser to discuss such matters orally
with the D.G.IS.D. in order to expedite action. It was admitted
that it was a mistake on the part of the Military Adviser in not
having recorded uis awscussion in writing in  accordance with the
normal practice. No disciplinary action had been taken against him.
He has since left service.

The Committee feel that in the absence of any record, it would be
lifficult to prove whether any effort was made by the Military
Adviser to cancel the indent. The Committee would in this connec-
tion draw the attention of the Ministry of Defence to the observations
made by them while commenting upon the irregularities connected
with the first contract for the purchase of Defence stores [cf. para 31
of their Ninth Report (First Lok Sabha)] that contemporaneous
record of the discussions held between the various officers on matters
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where Government have got a financial stake should invariably be
maintained for juture guidance. The Committee regret to observe
that such cases are frequent. They suggest that Government should
give serious attention to this matter and issue instructions for the
guidance of all Ministries/Departments.

28. The Committee enquired the justification for the acceptance
.of 61 telescopes by the D.G.1.S.D. merely on a certificate from the
_ supplier that these were according to the specifications, disregarding
the advice of the inspecting officer that the opinion of the UK. Go-
vernment might be obtained before acceptance. The representative
of the Ministry of Works, Housing and Supply stated that in a
large number of cases where defence stores were purchased from
well-established manufactureres the stores were accepted by the
D.GISD. on the basis of the muanufacturers’ certificates. He,
however, admitted that in the present case since the inspection had
already revealed certain defects, the proper course was to consult
the Government of U.K.

As regards the replacement of the 61 defective telescopes by the
§rm the Committee were informed that the firm had agreed to
replace the stores provided the order for the balance quantity was
not cancelled. No legal action against the firm was possible as the
Legal Adviser attached to the Indian High Commission, London, had
advised that such an action was not possible either under the Sale
of Goods Act, 1893 or for any breach of contract, as the buyer would
be deemed to have accepted the goods if after a reasonable time of
delivery (in this case it was more than a year) he retained
them without raising any objection.

The Committee were informed by the representative of the
Ministry of Defence that it took one year to detect that the stores
supplied by the firm were not according to their requirements, as the
consignee depot in India had failed to notice that the telescopes were
of a different type although they were inspected at the time of their
receipt for ascertaining their condition i.e. whether they had been
received in serviceable condition without any damage in transit.
Since the item in question was similar to the one indented for, the
question of identification did not arise et all. Even the units to whom
the store was issued, did not point out any difference in the store. The
Committee are rather surprised at this explanation. They desire that
in all cases of purchases of stores from abroad, the stores should also
be carefully inspected on their arrival in the depots with a view to
satisfying that they conform to the requirements of the users, Any
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defects found as a result of this inspection should be immediately
taken up with the suppliers through the D.G.I.S.D., London,

As regards the acceptance of stores from the reputed firms on the
basis of the certificates, the Committee desire that Government might
do well to review the existing instructions for accepting supplies in
the light of this case and see that they are not saddled with unwanted
stores to be declared as surplus to the D.G.S. & D for disposal with -
consequential losses.
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DEFENCE FACTORIES AND INSTALLATIONS
1. Director-General, Ordnance Factories

Establishment of a fully equipped modern plant for manufacture of
certain latest types of ammunition—Para 15 of the Audit Report

29. A reference was made in para 34 of the 14th Report of the
Public Accounts Committee for 1954-55 regarding the agreement
entered into by the Government of India with a foreign company for
the establishment of a fully equipped and up-to-date plant for the
manufacture of certain types of ammunition of two calibres. The
audit para referred to above discloses the subsequent developments of
this case as indicated below:

(i) So far the production of two types of the smaller calibre
ammunition only has been established and their regular production
undertaken from 1954-55 and 1955-56. In regard to the third type of
the smaller calibre its manufacture could not be started owing to
extensive failure in proof. The factory was asked in January, 1958
to suspend production pending finalisation of the new design of this
ammunition, which was under consideration of the User Service.

(ii) The manufacture of the ammunition of the higher calibre was
-discontinued in 1954 as the User Service preferred the British design
to the company’s design. Although it has been stated that the plant
provided by the company was capable of manufacturing the ammuni-
tion of the British design also, plant and machinery of the value of
Rs. 17-91 lakhs is at present lying idle as the matter is still in the
planning and experimental stage.

(iii) The ceiling limit fixed in the contract agreement with the
Company for the cost of services, machinery, equipment, etc. was
Rs. 125-27 lakhs. Although full production of all the types of
ammunition contemplated in the agreement has yet to be achieved
and payments should, according to the terms of the agreement, have
been restricted to a figure lower than the ceiling till full production
was attained, an expenditure of Rs. 164 lakhs (approx.) had already
been incurred, thus exceeding the ceiling. Further, an advance pay-
ment of Rs. 8-17 lakhs had also been made against the sum of Rs. 2° 72
lakhs, payable in terms of clause 11 of the contract agreement. It has
been estimated that materials and machinery worth Rs. 1-38 lakhs
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have yet to be supplied by the company. Government of India have
avithheld a sum of Rs. 78 lakhs (approx.) due to the company and
further payments would only be made after all the plant, machinery,
materials and ‘know how’ as stipulated in the contract agreement were
supplied.

It has been explained by Government that had the payments been
withheld, the company would have suspended manufacture. The
payment in excess of the ceiling was made after addition of a clause
in the sanction that this was “..... without prejudice to any of the
rights which may be available to the President of India under the
memorandum of agreement....”, on the advice of the Ministry of
Law who stated that this reservation would safeguard Government
interests ‘to some extent’ but observed that there were no clauses in
the contract providing for arbitration and.or specifying whether any
legal rights in relation to the contract (which was signed in a foreign
country) were to be in accordance with Indian Law or Law of the
Foreign country. The agreement does not also contain any penalty
clause nor any provision for security in the shape of bankers’ guaran-
tee etc.

(iv) The overall cost of the project including payments to the
company, expenditure on building plant and machinery etc. was re-
vised in 1955 from Rs. 370 lakhs to Rs. 470 lakhs.

It would appear from the above that the production has, so far,
failed partially in respect of the lower calibre ammunition and wholly
in respect of the higher calibre ammunition.

30. In evidence, the Committee were informed that the foreign
company with whom Government had entered into an agreement,
was manufacturing the lower calibre ammunition in its factory in the
foreign country. It had a steel case whereas the type used by the
services in India had a brass case. The ammunition with steel case
was tried out successfully in the foreign country in the presence of
Indian officers, but it transpired later that the gun used at the demons-
tration was different from the type in use in India. The Committee
were also informed that as a result of further experiments carried
out, a new design has been developed eliminating the earlier defects.
But the manufacture had not yet been resumed. The total expen-
diture on this unsuccessful production was approximately Rs. 37:52
lakhs.

In regard to the ammunition of the higher calibre, manufacture of
which was discontinued in 1954 as the User Service did not accept the
company's design, it was stated that the original agreement was in
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respect of lower calibre ammunition only. Later on, the company
stated thet it could produce the ammunition of higher calibre also
with certain additions and alterations to the plant, which was agreed
to by the Government. The User Service was not consulted gbout

this at that time.

31. The Committee had called for a detailed note from the Ministry
of Defence regarding the circumstances leading to the agreement; the
various defects and drawbacks therein; the officers connected with
the deal as well as the financial aspects of the project viz. the total
investment; loss due to purchase of unwanted stores; non-utilisation
of plant and machinery; over-payments made to the foreign company
and the claims of Government outstanding against the company and
the action proposed to be taken to settle them,

The Committee decided to refer the matter for consideration by a
sub-Committee on receipt of the requisite information. But they
regret to observe that the complete information duly vetted by Audit
has not so far been furnished by the Ministry of Defence, although g
period of more than 5 months has elapsed. The sub-Committee were
thus precluded from examining this case further.

In the meantime, the Committee understand that the Govern-
ment have since constituted a departmental Committee under the
Chairmanship of the Deputy Minister to enquire into certain matters
associated with the agreement with the foreign firm in this case.
Pending receipt of the information called for by them in this case,
the Committee are obliged to defer further examination of the
various aspects of this deal.

Un-co-ordinated manufacture in excess of firm demands—Para 16 of
the Audit Report

32. Two Ordnance Factories were entrusted by the Director-
General, Ordnance Factories during the years 1947 to 1953 with the
manufacture of an ammunition to meet the requirements of the
Master General of Ordnance Branch. The filling of the ammunition
and packing in cylinders was undertaken by these two factories
while menufacture of components and other items were carried out
partly by those two factories and partly by various feeder factories
on the basis of Inter-Factory Demands placed by the filling factories.
While the filling of ammunition was restricted to the extent of firm
demands, the manufacture of components and other items weas sub-
jected to no restriction but was continued with reference to the
target programmes of the Services. The firm demands for the
ammunition ceased after September, 1950 but the Director-General,
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©Ordnance Factories did not issue instructions to the filling factories
10 suspend manufacture unti¥the 18th June, 1953.

According to Audit, es a result of continuance of manufacture of
.components and other items with reference to the target pro-
grammes instead of the firm demands, surpluses of components and
other items totalling about Rs. 83-44 lakhs in all had accumulated in
the filling factories and the various feeder factories.

33. In examination, the Committee enquirzd why the D.G.O.F.
-did not issue instructions to the factories in September, 1950 to
vestrict the manufacture of components to the firm demands already
placed. The D.G.O.F. admitted that the over-production of compo-

- nents and other items in this case was due to defective planning and
provisioning procecdure obtaining at that time. Explaining the
reasons for not issuing instructions to the filling factories to suspend
manufacture until June. 1953, although the firm demand had ceased
after September, 1950, he stated that the practice until 1952 was to
produce components and provision for rew materials on the basis of
the provisional target indicated by the Master General of Ordnance.
The procedure had since been revised and instructions issued to the
efiect that the provisioning of raw materials and manufacture of
components should be restricted to the firm demands only,

As regards the disposal of surplus components worth about
Rs. 83-44 lakhs, the Director-General, Ordnance Factories stated that
a Demand for the ammunition had since been received from the
user service and as a result thereof the surplus components and other
items to the extent of about Rs. 50 lakhs would be utilised leaving
& surplus stock of the order of Rs. 33 lakhs. A {urther demand for
the ammunition was also expected as a result of the next provision
review.

To a question why the manufacture of components was not res-
tricted to the extent of the firm demand while the filling of ammu-
nition was so restricted, it was explained by the D.G.O.F. that the
firm demand was communicated to the filling factories by his office
and it was for the filling factories to communicate the information
to the various feeder factories manufacturing components. Under
the existing procedure governing Inter-Factory Demands, he
admitted, there was difficulty in linking up the original order with
the various extracts relating thereto placed on the factories. This
resulted in delays in effecting modifications in the whole of the order
and suspension of production of the various components. The Com-
mittee were assured that the defect would be remedied by the in-
‘troduction of the proposed scheme for centralising the provisioning

312 (Aii) LS.—3.
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and control over production at the Headquarters of the Direclor—
General of Ordnance Factories.

34. The Committee are concerned over the unsatisfactory state-
of working of the Ordnance Factories and the complete lack of co-
ordination between them. They are surprised to learn that the:
office of the D.G.O.F. could not be of any real assistance in stopping
the manufacture of such unwanted stores. In their opinion, there
appears to be a sense of complacency that these manufactured stores
could be put to use at a future date. The Committee would like to -
observe that this is not 1n the best financial interests of Government
as locking up of funds in stores not required for immediate use
would stand in the way of timely implementation of other deserving -
schemes because of paucity of funds.

Avoidable expenditure due to non-cancellation of an inter-factory
demand—Para 17 of the Audit Report

35. In February, 1953, an Ordnance Factory placed a demand for
the mamwufacture of 1,70,000 numbers of a certain store on another
Ordnance Factory. This demand was cancelled by the Director-
General, Ordnance Factories in September, 1953 and both the fac-
tories were intimated accordingly. The feeder factory, however,
continued to manufacture the store till June, 1955, when manu-
facture was stopped as a result of a reference from the indenting .
factory in March, 1955, drawing attention to the cancellation of order.
Between September, 1953 and June, 1955, 98,528 numbers had been
manufactured by the feeder factory at a cost of Rs. 7,82,689. It has
been stated that the original cancellation order did not reach the
feeder factory. The expenditure could have been avoided had
normal business like precautions been observed by calling for an
acknowledgement of the orders of cancellation. The indenting
factory had also an opportunity in November, 1953, to set right the
matter when the feeder factory intimated that supplies
against this demand had already commenced and 5,000 numbers
would be regularly supplied per month; instead, the indenting factory
accepted this programme. The Director General, Ordnance Fac-
tories, who was kept informed of this programme also failed to-
notice that this order of September, 1953 instructing the feeder-
factory to suspend manufacture was not being implemented.

In evidence, the representative of the Ministry of Defence stated
that after the irgegularity was brought to notice by Audit, action
was initiated to enquire into the matter. As the explanation of the
factory concerned was not found satisfactory, a Board of Enquiry
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was constituted in June, 1958 to investigate the lapses on the part of
the Planning and Progressing staff at the Ordnance Factory con-
eerned and fix the responsibility of the officers at fault and the find-
ings of this Board were awaited. In a note (Appendix VIII) sub-
mitted subsequently, the Ministry have stated that the disciplinary
aspect of the case and remedial measures would be considered when
the findings of the Board were received.

As regards the responsibility for the lapse on the part of the
efficers in the Directorate General of Ordnance Factories it was
stated that under the system of placing inter-factory demands as it
then existed, the D.G.O.F's office did not exercise any watch or
eontrol over the manufacture of components in the various factories
against inter-factory orders and the responsibility lay entirely with
the factories concerned.

36. To a question whether the Accounts Officer attached to the
feeder factory was informed of the cancellation of the order, the
representative of the Ministry of Finance (Defence) stated that the
Accounts Officer concerned did not get a copy of the cancellation
order. The Committee understand from a note (Appendix IX)
submitted by the Ministry of Finance (Defence) at their instance,
that in order to remedy the defects disclosed in the working of
the system for the processing of inter-factory demands a new pro-
cedure had been evolved in 1956 under which the Accounts officers
of the indenting and feeder factories were also required to exercise
the necessary checks on the progress of work on inter-factory
demands.

37. The Committee regret to observe that this is yet another case
where lack of proper co-ordination between the indenting and feeder
factories resulted in over-production of components valued at about
Rs. 8 lakhs. Their observations on the earlier case apply equally
to this case as well. They trust that with the introduction of the
new scheme for centralised planning and provisioning., wherein the
provisioning of components and materials will be mechanically con-
wrolled by the D.G.O.F.’s Headquarters, the position will improve.

Accumulation of work-in-progress—Para 18, of the Audit Report

«

38. In an Ordnance Factory, the value of work-in-progress had
been progressively increasing for the past few years, while the total
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work done has been generally decreasing. The percentage of work-
in-progress to the total production increased as shown below:

Year Percentage
1950-51 37
1951-52 53
1952-53 61
1953-54 83
1954-55 89
1955-56 85
1956-57 76

The Committee also understand that similar accumulations have
been noticed in another Factory during 1956-57 where such percen-
tage was 78.

A comparative analvsis of a few series of work orders executed
in the factorv carried out by Audit indicated that in many cases
semifinished articles were being manufactured and carried forward
from vear to vear without anv plan for their utilisation in manu-
facturing finished articles.

39. In evidence, the Director General of Ordnance Factories
informed the Committee that at times production of certain items
was undertaken by the factories without receiving complete draw-
ings and materials either in order to develop their own designs ot
to meet emergent demands, which resulted in accumulation of semi-
finished articles. He, however. pleaded that it was not possible to
restrict the production of work-in-progress on a financial vear basis,
as the manufacturing process was continuous and certain items had
to be carried forward to subsequent years. lHe assured the Com-
mittee that a review of all the outstanding orders since 1947 was
being conducted with a view to determining whether there was a
continuing necessity for production against all such orders.

40. The Committee have in the past urged the need for hetter
planning and periodical review of the outstanding orders in the
Ordnance Factories in para 6 (Introduction) and para 26 of their
6th  Report (Second Lok Sabha). The Committee fully
endorse the views of Audit that accumulation of semi-finished
articles over a number of years tends to show that these are heing
manufactured in on unplanned and uncoordinated manner. There
is every risk of their being rendered obsolete and surplus involving
Government in heavy losses.
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The Committee would like to know in due course the value of
semi-finished articles found surplus in the various factories as a
result of the review undertaken in this behalf and action taken to
dispose them of. They would stress the prompt closure of the
warrants.

General

4]1. A reference has been made in the preceding paragraphs to
the proposed re-organisation scheme which has been formulated
by the D.G.O.F. with a view to centralising control over orders and
provisioning of raw materials in his office. The Committee were
informed by the D.G.O.F. that the present system entailed a time-
lag of at least -8 months from the issue of the necessary extracts
by him till the final inter-factory demand is placed by the com-
ponent producing factory. The system of placing inter-factory
demands for the manufacture of various components in respect of
the same indent needed revision as it resulted in lack o! co-ordina-
tion and delay in provisioning. The proposed reorganisation scheme
would ensure coordinated production, speedier procurement of raw
materials and economic utilisation of idle capacity existing in the
various factories. The Committee understand that with the cen-
tralised material control, considerable economies can be exercised
since materiwal surpluses in one factory can be diverted or taken into
account in  future  provisioning by the D.G.O.F. The
committee, therefore, trust that the  introduction of “mechanised
system of material control” at the D.G.O.F.'s Headquarters will not
only avoid the pitfalls in over-provisioning which had become a
chronic feature in the working of the Ordnance Factories in the
past but will also facilitate the speedy execution of the orders placed
on the Ordnance Factories.

42. The Committee discussed at some length the functions bf
the Controller General of Defence Production, the Director General
of Ordnance Factories and Master General of Ordnance with special
reference to coordination amongst them in the matter of production
of defence stores etc. The Committee understand that the post of
the Controller General of Defence Production was created in Sep-
tember, 1957 on the recommendation of the Ordnance Factories
Reorganisation Committee (also known as Baldev Singh Committee).
Prior to that, a Joint Secretary in the Ministry of Defence function-
ed as Joint Secretary-cum-C.G.D.P. The functions of the
C.G.D.P. are to coordinate development and research in Ordnance
Factories as also private sector, while the D.G.O.F. is responsible
for production in the Ordnance Factories. The Committee had ask-
ed for information on certain points relating to the working of the
two organisations headed by the D.G.O.F. and C.G.D.P. and the
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extent of co-ordination between them in the matter of requirements,
research, development, production and inspection of defence stores,
The Committee regret that this information has not so far beew
made available to them. They are, therefore, not in a position te
make any comments on the working of the existing set-up.

43. In para 30 of their 14th Report (lst Lok Sabha) the Com-
mittee recommended that some formula should be evolved by
the Ministry of Defence in consultation with the Financial Adviser
(Defence Services) under which the Ordnance Factories should
make supplies not only to the Defence but to other Civil Organisa-
tions as well at competitive rates. Further, in para 74 of their 19th
Report (First Lok Sabha) the Committee emphasised the need for
stimulating the manufacturing efficiency of these factories so that
they could seek commercial orders.

In the course of their on-the-spot study of the working of some
of the Ordnance Factories, the Committee, however, found that the
cost of production of many articles in these Factories was higher
than the prevailing market prices. The Committee understand
that the costing system in force in the Ordnance Factories was com-
plicated and outmoded and was being examined. The Committee
consider this teview as overdue and would urge that the whole
system should be streamlined at an early date. The Committee
would also like to be apprised of the various measures that had been
taken by the Ministry of Defence to bring down the cost of produc-
tion of articles manufactured by the Ordnance Factories for civilian
use.

II. Bharat Electronics (P) Limited
Capitalisation of Revenue Expenditure—Para 14 of Audit Report

44 The Bharat Electronics Limited suffered losses (excess of
working expenses over receipts) of Rs. 6,65,597 during 1954-55 and
Rs. 16,29,165 during 1955-56. It started production on the 1st
January, 1956. An amount of Rs. 18,87,472 being the estimated loss
upto the date of commencement of production had been capitalised
and added to the value of various assets as shown below:—

Rs.
Buildings . 12-22 lakhs
Plant and Machinery .. 6:05 lakhs
Electrical Equipment .. *18 lakhs
Vehicles .- *18 lakhs
Factory and Office Equipment . 08 lakhs
Furniture .. 16 lakhs

18:87 lakhs
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'In. examination, the Committte enquired the justification for
wcapitalising the above loss suffered by the Company and adding it to
the value of assets. The representative of the Ministry of Defence
stated that the losses actually represented the pre-production ex-
Jpenses of the Company and were of a capital nature. Of the three
methods suggested by the Company’s auditors for adjustment of
these expenses, the Board of Directors adopted the one involving
their capitalisation and allocation to the various assets. The re-
presentative of the Ministry of Finance (Defence) contended that
this action was taken not to camouflage the logs by absorbing it in
assets, but to charge off a part of it to the revenue in the formr of
depreciation. He, however, conceded that capitalisation of these
-expenses and allocating the same over different assets, while actual-
ly there had been no real addition to those assets, was wrong in
principle. The Committee understand that the whole question was
now under re-eramination. They are surprised that the Comptrol-
ler and Auditor General who conducts a supplementary test audit
of the Accounts of this Company under Section 619 of the Com-
‘panies Act, 1956 was not consulted before action was taken as above
on the advice of the Company’s auditors. The Committee trust that
before a final decision is taken in the matter, the Comptroller and
Auditor General will be consulted by the B.E.L.

Production—pp. 176-177 of Appropriation Accounts, 1955-56

45. The Committee’s attention was drawn to the set-back in the
‘production programme of the Company because of the Users asking
for modification in the receiver and transmitter sets selected for
manufacture. The representative of the B.E.L. informed the Com-
mittee that the Company selected for production the equipment
‘manufactured by their French collaborators which came closer to
the specifications of the users and made certain modifications to
'suit the users’ operational requirements. The intrinsic value of the
-equipment had increased as a result of the modifications

46. In para 43 of their 6th Report (Second Lok Sabha) the Com-
mittee recommended that “the capacity of the factorv should be put
to the best possible use and to this end the Government, the user
services and the B.E.L. should address themselves earnestly”. The
Committee understand that a number of items of electronic equip-
‘ment required by the Army and Air Force had been selected for
manufacture in the B.EL. to enable the Company to plan their
‘future production. Accordingly, the Board of Directors of. the B.E.L.
-approved a revised general production programme of the Company
‘upto the year 1961-62 based on a rough indication of requirements
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given by the user departments. According to this production pro-—
gramme—assuming that firm indents would not differ widely from
the rough indication of requirements—the total value of the pro-
duction estimates by the B.E.L. would be as follows: —

Year Total wvalue of
Production (Rs. in lakhs)

1959-60 171-8

1960-61 4716

1961-62 617:0

The Committee are concerned that nearly half the capacity of
the factory (as estimated by the representative of the B.E.L.) still
remained wunutilised. Further, the percentage of capacity that is
being utilised at present for production of Defence requirements is
very small. The Committee desire that the production programme
now prepared by the B.E.L. as a result of assessment of the require-
ments of the Defence Services and other Departments is adhered to.
They would also urge that the Defence Services should continue to
assess periodically their requirements of all electronic equipments
and examine how far the B.E.L. would be able to manufacture
them. They are firmly of the opinion that with sufficient mnotice
and technical know-how, it should be possible for the B.E.L. to
establish manufacture of these equipments and they trust that the
Ministry of Defence would assist the B.E.L. in fulfilling this role.

Manufacture of Valves—Para 47 of the Sixth Report (Second Lok
Sabha)

47. In para 47 of their Sixth Report (Second Lok Sabha) the
Public Accounts Committee had urged that having spent Rs. 20
lakhs on plant and buildings on the project for manufacture of
valves, the B.E.L. should finalise the negntiations then in progress
with a foreign firm for technical assistance in this behalf.

In evidence, the Committee were informed by the representa-
tives of the Ministry of Defence that negotiations with the foreign
collaborators had reached an advanced stage and the B.EL. had
applied to the Ministry of Commerce and Industry for a licence for
manufacture of valves. It was added that applications had also been
received from the private sector for this purpose and the matter was
under consideration of the Ministry of Commerce and Industry.

In reply to a question, the representative of the B.E.L. informed
the Committee that the built-in capacity of the factory would be
able to meet in full the present domestic demand (approximatelv
1-8 million) and the demand for a few more years to come.
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The Committee were concerned at this development inasmuch as
until satisfactory arrangements had been made by Government for
utilising the capacity already built up in the public sector, it was
premature to entertain proposals from the private sector for
creating additional capacity. They are glad to learn that the grant
ef a licence to the B.E.L. for manufacturing valves has since been
approved by the Ministry of Commerce and Industry and a Com-
mittee consisting inter-alia of the representatives of the Defence and
Information and Broadcasting Ministries and Planning Commission
was at present examining the question of future demand for valves
in the country with a view to creating the necessary potential for
manufacture in the country.

The Committee trust that the B.E.L. will take steps to start
production of walves without any more delay.

Cost control and Sales Organisation

48. In the course of their on-the-spot study of the working of
this Factory in October, 1958, the Committee enquired the reasons
for continued losses in the sales made by the Company and steps
taken to set up a Sales Department, as recommended by ther in
para 46 of their Sixth Report (Second Lok Sabha). The represen-
tative of the B.E.L. stated that a Sales Department had been set up
and that Department had been eble to arrange several demonstra-
tions of equipments, discuss their technical details and specifications
and book firm orders from the users. An indication of future re-
guirements had also been obtained.

The Committee consider that a well-organised Sales Organisa-
tion will go a long way in promoting the sale of equipments manu-
factured by the B.E.L. and steps should, therefore, be taken to
organise it on efficient lines. In this connection the Committee
would also like to caution the B.E.L. against extravagance in their
working. Already the overheads are rather high to which atten-
tion has been drawn in para 49 of their 6th Report (Second Lok
Sabha). Too much overheads will tend to inflate the price of the
manufactured products. The Committee would, therefore, wurge
that the overheads are kept under constant review, to see that costs
of indigenous equipments are comparable, if not competitive, with
the imported ones,

The Committee trust that by utilising their full capacity and
reducing the overheads the BE.L. will soon become an economic
send efficient production unit.
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*iII. Hindustan Aircraft Limited Bangalore
Drawal of Funds in advance of requirements

49. It was brought to the notice of the Committee by Audit that
the Hindustan Aircraft Limited, had a cash balance of Rs. 270 lakhs
in their bank account as on the 31st March, 1957 and Rs. 123 lakhs
as on the 31st March, 1958. The Committee are concerned at the
.drawal of such huge funds by H.A.L. in excess of their requirements
and thus locking them up. They feel that the scrutiny exercised by the
Ministries of Defence and Finance (Defence) at present over the
ways and means statements of H.A.L. before sanction of expenditure
-is not adequate and the matter should be reviewed.

- Sundry Debtors—Page 171 of Appropriation Accounts, 1955-56 and
Annual Report, 1956-57

50. The sundry debts outstanding during the year 1956-57 were
Rs. 185-41 lakhs as against Rs. 167-64 lakhs in 1935-56, Rs. 1597
lakhs in 1954-55 and Rs. 130-11 lakhs in 1953-54. Out of the out-
standings at the end of 1955-56 debts amounting to Rs. 10-78 lakhs
which were due from certain old Air Lines Companies which had
gone into liquidation, were considered doubtful.

The Committee enquired the steps taken by H.ALL. to avoid
accumulation of the outstanding dues, as recommended by them im
para 37 of their 6th Report (Second Lok Sabha). The representa-
tive of the H.A L. stated that under the existing svstem of “cost
plus” contracts followed by the Company, it tock about three months
to work out the cost of production from relevant data. Accordingly
at the close of the year the value of about three months production
would be outstanding. The Financial Adviser of the H. AL. observ-
ed that out of the figure of Rs. 185-41 lakhs outstanding on 3lst
March, 1957, a sum of Rs. 150 lakhs represented the three months old
production which was inevitable under the present system of ‘cost
plus’ contract. The Comptroller and Auditor-General, however,
brought to the notice of the Committee that on 31st March, 1958
the outstandings were of the order of Rs. 229 lakhs of which Rs. 92
lakhs pertained to the period ending 31st March, 1957 and Rs. 137
lakhs related to the period 1st April 1957 to 31st March 1958.

51. The Committee had desired to be furnished with the break-
up of the outstanding debts for the years 1956-57 and 1957-58 under
the amounts relating to the three month old period and more than
three month old period. The Committee regret to observe that this
- information has not so far been made available to them.
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The Committee are concerned at the increase in the accumule-
ition of outstandings year after year. They would reiterate the re-
~ecommendation made in para 37 of their 6th Report (Second Lok
Sabha) that a procedure should be evolved for the timely realisation
of outstandings. The Committee understand that the Ministry of
Defence have constituted a Committee in October, 1958, to go inte
the question of expeditious recovery of outstandings. The Com-
mittee would suggest that in order to reduce the outstandings because
of the “inevitable” time-lag of three months in costing under the
‘cost plus contract’ system, dues be realised on provisional prices
fixed subject to final adjustment being made later on.

Production of Aircraft and Engines—Para 38 of Sixth Report
- (Second Lok Sabha)

52. The Committee were given to understand that in pursuance
of a suggestion made by them, the programme of manufacture of
fighter aircraft at H.A.L. during the next few years has been plan-
ned with reference to estimated requirements of the Indian Air
Force during these years. The production of the H.T. 2 aircraft has
also been planned taking into account the requirements of both the
IAF and Civil Aviation Department. Further the manufacture of a
cheaper aircraft to cater to the growing need of flying clubs in the
country is also under experimentation of the HAIL. The Com-
mittee would like to know the progress made in this direction.

Standardisation of the type of aircraft—Para 40 of Sixth
Report (Second Lok Sabha)

53. The Committee were informed that the question of the
" standardisation of tvpes and designs of aircraft required for internal
services, was still under consideration. A Transport Aircraft Deve-
lopment Committee which had been set up to consider the feasi-
bility of the type of transport aicraft which would be suitable for
the Indian Air Force and the Civil Airlines has made certain re-
.commendations in this behalf. The Committee would like to know
“in due course the action taken by Government in this matter.
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STOCK VERIFICATION

~Stock wverification in Army Units and Formations (other than
factories)—para 19 of Audit Report.

54. During 1955-56 stock verification had not been carried out at
all in sixteen formations (most of which were small). It was carried
out only partially in twenty-two other formations. The result of
stock verification carried out in three Central Ordnence Depots after
the comipletion of the reorganisation scheme disclosed very large dis-
crepancies.  Considerable discrepancies were also disclosed in the
case of three other Ordnance formations and one Engineer Stores

Depot.

In evidence, the representative of the Ministry of Defence stated
that the discrepancies were mainly due to two factors and they were
being brought down progressively since 1950.  Firstly. the vreorgani-
sation scheme was applicable to the large stocks and quantities of
stores received during the war and did not cover the entire stock
with the Defence Services but only those packages whose contents
were in doubt.  Secondly, under the present syvstem of 5 per cent.
check of packages of stores received in depots, discrepancies were
bound to arise due to short packing, loss in transit ete. At the
instance of the Committee, the Ministry furnished a note (Appen:iix
X) detailing the checks exercised by the ordnance depots, units etc.,
on the receipt and issue of various categories of stores and the sieéps
that were being taken to prevent losses in transit, pilferages etc., and
the steps taken to train the staff in store keeping, stock verification
etc.

55. The Committee regret to observe that stock verification which
15 an essential adjunct of efficient administration of stores has not been
carried out fully in a number of cases. Failure to verify the stock
physically at periodic intervals detracts from the value of the ledgers
and also causes delay in bringing to light discrepancies which may call
for early preventive and corrective action. They trust the Ministry
would ensure that the authorities concerned attend to this important
task continuously in accordance with the time schedule laid down.

The Committee are distressed to note that considerable discre-
pancies continue to be a feature of the result of stock verification in

36
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the depots. While they appreciate that discrepancies cannot be
entireiy ruled out, they would sound a note of warning against the
anthorities taking up a complacent attitude towards discrepancies
avhich were substantial and which would call for further investiga-
tions. It is needless to point out that stores are cash in another form.

56. The Committee are concerned to find that a considerable
guantily of valuable Defence Stores were lying in the open exposed
to the inclemencies of weather. In evidence, the Committee were
informed that the main difficulty in providing covered accommodation
wne lack of funds.  The Committee are unable to accept this as there
were large savings in the sums provided for works expenditure. They
urge, therejore, that effective measures should be initiated urgently
to provide covered accommodation for valuable stores to save them
from detertoration.

Stock verification in Ordnance and Clothing Factories—nara 20 of
Audit Report

57. The stock verification conducted in five factories during 1955-56
was not complete as it did not cover materials worth Rs. 77-38 lakhs
(sernps Rs. 29-28 lakhs, steel blooms and billets Rs. 35°78 lakhs and
timher Rs. 1232 Jakhs) which have remained unverified for the past
few vears. The non-verification was condoned by Government in
N overmbver, 1956, The result of stock verification in all factories taken
#+ a whole disclosed several discrepancies,

In evidence, the representative of the Ministry stated that the
non-verification was due to the bulk and wide dispersal of steres and
difficulties in handiiag and weighing of scraps and billets and that
most of the items left over were since verified.

H% The Committee regrer to ohserve that the verification of stock
did niat receive the attention it deserved. They once again siress the
neva jor prompt verification of stores so that unfinished items of work
pevtaming to a year carried orer do not adversely affect the pro-
aramgae of verification of future years.

Stock vertfication in the Navy—para 21 of the Audi: Report

Ao In o principal Naval Store Depot, stock verification during
1955-56 revealed discrepancies in 2,337 items out of 67443 in stock.
In & mwmjority of the cases, the surpluses and deficiencies were attri-
butable to difficulties in identifving certain items from others bearing
-1 common pattern number or other close resemblance.

Hundred per cent. verification of consumable stores conducted
in a ship during 1955-56 disclosed surpluses and deficiencies to the
«extent of Rs. 12,905 and 56,567 respectively. It was stated that the
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deficiencies appesred to have accumulated over a period of years duer
to non-completion of ledger posting, inexperienced staff and defective
methods, although in each of these years a certificate of stock verifica--
tion had actually been furnished.

60. In evidence, it was stated by the representative of the Ministry
of Defence that the Audit para referred to the flagship ‘LN.S. Delhi"
which carried a large number of items of Naval stores. Because of
the conditions under which such large ships operate, it was not
possible to carry out stock verification every year and for this reason
Government had ordered that stock on such ships might be verified
every 18 months. The stock taking was now being done continuously.
The deficiencies poimted out in the Audit para had since becen
reguiarised and remedial measures had been taken to ensure proper
stock verification in future.

The Committee are surprised to note that certificates of stuck
vertfication had ‘been furnished for a number of years without actual
stock verification. The Officers concerned not only neglected their
duties but were also guilty of furnishing incorrect certificates. In the
opinion of the Committee, the action of the officers concerned merits
deterrent disciplinary action. They would like to know the actiom
taken.
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LOSSES OF CASH, OVERPAYMENTS, ETC. PERTAINING TO
THE POST-PARTITION PERIOD, FINALLY DEALT WITH
DURING THE YEAR 1955-56

61. A statement of losses of cash, overpayments etc. pertaining to
post-partition period finally dealt with during 1955-56 has been incor-
poraied in the Appropriation Accounts of the Defence Services for
the yvear 1955-56. The total losses etc. amounted to nearly Rs. 2- 40
crores excluding the losses whose monetary value could not be
assessed.

The Committee viewed with great concern the huge losses, over-
payments ete. disclosed in the Accounts and eppointed a sub-Commit-
tee 1o go into the details of these cases and to take evidence of the-
officers of the Ministry thereon. A study of some of these o2ses
and the evidence given go to show that these losses etc. resulted
mainly from defects in contracts, shortcomings of personnel, defective:
storage, or failure of safety devices like fire fighting units. The Com--
mittee have no doubt that these losses could have been considerably;
reduced if not altogether eliminated. had those concerned adhered to
the normal rules and procedure laid down. They also notice that
even cases wmvolving misappropriation and grave irreqularities lead-
ing to loss, which called for prompt disciplinary ac*’»v. were dealt
with in a halting manner.

The Committee trust that Government would review the eristing:
procedure, codal formalities ete. in the light of these cases and take
action to streamline them. The Committee would now oroceed to
deal with a few cases of losses, overpayments etc. to indicate the:
«nuature of these cases in the hope that the Ministry would take suitable-
remedial steps to avoid their repetition.

Defects in Contracts
(1) S. No. 10—Page 39 of the statement
62. An extra expenditure of Rs. 14,007 had been incurrel im
rectilying departmentally the defects noticed in 1949 in the work for

Jaying certain water mains completed in November, 1948 by a con~
tractor at a cost of Rs. 17,800,

39
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In reply to a question, the representative of the Ministry stated
that normally a provision was mede in the contract that defects
noticed within twelve months of execution of the contract were to
be rectified by the contractor at his own expense. It was stated,
however, that although the work in this case was faulty and not
executed according to the standards laid down, the rectification of the
defects could not be done at the cost of the contractor inasmuch as
the contract was defective and the specifications stipulated therein
were imperfect. The Garrison Engineer and the Assistant Garrison
Fngineer were punished and name of the contractor was removed
from the list of approved contractors of Military Engineer Service
for a period of 5} years for not execut?ng the work according to the
specitications.

63. The Committee regret to note that the officers concerned had
grievously erred in not ensuring that the specifications in the contract
were free from defects and its terms adequately safeguarded the
interests of Government. The Committee would suggest that the
provisions in the standard form of contracts at present in use may be
serutinised by the Ministry in consultation with the Ministry of Law
to see if they are adequate and afford mecessary protection to the
interests of Government.

Tre Committee desired to have information regarding cases where
comtractors rectified the defects and where such defects were rectified
departmentally during 1956-57 and 1957-58. and the cost debited to
*he contractor. The information is still awaited.

(2) Serial No. 10—Page 43

4. A loss of Rs. 19,818 was caused in this case by overdrawal of
~ostlier varieties of fruits. The contractor failed to supply certain
<heaper varieties of fruits provided for in the contract and costlier
varieties were purchased from the market. It was admitted by the
representative of the Ministry in evidence that there was no justifica-’
tion for not placing the contract at the risk and expense of the
centructor.

Apart from the fact that while placing the contract, care was not
taker to see that the contract was not defective, the Committee feel
unhapyy over the delay in taking disciplinary action against the
guiity officials. They are surprised to note that the matter was
-reviewed six years after the case had occurred but no particular
action was suggested by the Committee reviewing the case. This,
in the opinion of the Committee, is regrettable. They have from
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time lo time stressed that disciplinary action to be effective and to be
a deterrent should be prompt and they trust that steps would be
taken by the Ministry to ensure quicker action in such cases.

Inefficiency and shortcomings of staff
(1) Serial No. 4—Page 50

65. A loss of Rs. 6,052 resulted due to short receipt of 8 tons and
2,025 lbs. of rice out of e total quantity of 287 tons received by a
Supply Depot during September, 1951.

It was stated in evidence by the representative of the Ministry
that the officer on the spot noticed the short deliveries when the
wagons containing rice came in but failed to take further action.
Disciplinary action was taken against two officers but by the time the
action to proceed wgainst the third officer was completed, after three
years, he had been released from service. The delay of three years
was, in the Committee’s view, not justified.

(2) Serial No. 6—Page 51

Leakage of certain hygiene chemicals transported from Calcutta
to Ramgarh m containers put inside wooden cases involving a loss of
Rs. 18,514 was noticed two and a half years after their receipt. A
Court of Enquiry held in the matter came to the conclusion that the
chemicals must have leaked out because of the wooden cases. It
was admitted that hundred per-cent. check of the stock required to
be carried out physically once a year was not done in this case.

This is obviously a case of neglect of duty which the Committee
feel, deserved serious notice.

Failure to carry out stock-taking and defective store-accounting

(1) Serial No. 5—Page 50

66. Deficiencies of stores amounting to Rs. 13,881 occurred in a
Station Supply Depot. It was disclosed in evidence that the officers
commanding the depot had not carried out stock taking of ground
balances of stores and as a result of a Court of Enquiry held in the

matter severe displeasure of the General Officer Commanding the
Area was communicated to the officers.

(2) Serial No. 62—Page 65

Stores worth Rs. 1,54,027 were found deficient on physical check
during 1951-52.

It was stated in evidence that the Depot concerned in this case
which had been built during the War held at that time 30,000 tons
of stores of 70,000 types valuing Rs. 12 crores. There was no proper

312 (Aii) L.S.—4.
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stock-taking and stores were being received by the Depot from the
U.K. towards the end of the War. The stores in the packages did
not agree in many cases with the markings outside or invoices.

In this connection, the Committee invite the attention of the Min-
istry to their remarks with regard to Store Accounting in Chapters I
and V of this report. They trust, by the time they examine the
accounts of the mext financial year, there would be substantial
improvement in store-accounting in military depots and formations.

Failure to follow normal and prescribed rules
Serial No. 16—~Page 44

67. A loss of Rs. 28,746 owing to deficiencies of furniture in a
division was revealed during stock verification. The deficiencies
were attributed to burrack damages by the units to whom they were
issued and for which recoveries were to be effected.  The noun-
recoverv of cost of damages from the individuals resulted in the lnss.

It was stated in evidence that the recoveries could not be made,
as the Units concerned had been disbanded. The Committee under-
stand from Audit that according to mormal procedure, these things
were to be settled before the Units were dishanded. They are unable
1o understand why this procedure was not adhered to in this case.
They recommend that steps should be taken to ensure that all rules
and procedures laid down are strictly followed by the authorities
concerned.

Defective Storage of articles

(1) Serial No. 66—Page 66

58. There was a loss amounting to Rs. 1,17,570 due to storage of
38 pontoons in the open. 1t was stated by the representative of the
Ministrv of Defence that the pontoons were rendered unserviceable
due to bad storage. Further, the pontoons were alreadv in a bad
condition and after three vears' storage in the open they became
unserviceable.

(2) Serial No. 89—Page 70

This casc revealed that a loss amounting to Rs. 32,570 occurred
due to change in the condition of 608 cylinders in an Equipment
Depat. It was stated in evidence that the stores were left behind by
the RAF. after the War which were found to have deteriorated on
mainwenance inspection.  Their deterioration could be attributed to
either storage in the open or expiry of life span.
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The Committee were given to understand that in some cases,
owing to dearth of covered accommodation, articles could not be
storea properly. While appreciating the difficulty in providing
conered accommodation for all stores, the Committee suggest that in
order to make the best possible use of the covered accommodation
available, pending further comstruction, the Defence authorities
shouid issue instructions to ensure that all key items of stores the
deterioration of which is likely to prejudice the operational efficiency
of the Defence Forces should be stored under covered accommodation.
Also the stores which are liable to damage or deterioration under
incTement weather conditions should be given regular preservative
treatment and stored under proper conditions.

Defective administrative arrangement
Serial No. 83—Page 69

£9. A tug sank in October, 1952 while being towed from one port
to another resulting in a loss amounting to Rs. 1,90,500. It was stated
in evidence that a Senior Board of Enquiry had been appointed in
this case and the Chief of the Naval Staff, after reviewing the find-
ings of the Board, came to the conclusion that a combinetion of
unforeseen circumstances had culminated in the ship being lost. The
tug had been left without a Senior Officer in-charge owing to sickness
of the Naval Officer-in-Charge of the port as also of the officers put
in command of towing and transfer of a senior officer.

It was admitted by the representative of the Ministry that the loss
could have been avoided had sufficiently experienced officers been
put in charge of the tug. He added that detailed instructions had
been laid down for the towing of ships in the Indian Nawal Fleet
Order issued in 1953, which enjoined that it was desirable that an
officer should be in the towed vessel. In the light of this case, the
Committee suggest that the Order may be suitably amended to make
the presence of an officer compulsory in the towed vessel.

Failure of Fire-Fighting Machinery
(1) Serial No. 20—Page 53

70. A loss of Rs. 83,272 occurred owing to destruction of a shed in
a Signal Training Centre as a result of fire on 12th March, 1953. It
was stated by the representative of the Ministry of Defence in
evidence that according to the findings of the Court of Enquiry, while
the fire was accidental, the Unit did not react to the situation satis-
factorily. The Commanding Officer was found negligent in his
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duties inasmuch as he did not hold fire-fighting practices regularly
and did not make the Unit sufficiently fire-protection minded. He
was temporarily reduced in rank for 8 months from Lt/Col. to
Captain.

(2) Serial No. 31—Page 55

Damage to rifles and small arms caused by fire in an Ordnance
Depot in May, 1953 resulted in a loss amounting to Rs. 30,086. The
representative of the Ministry stated in evidence that due to careless-
ness, some of the oily rugs used for maintenance and cleaning of
small azms were left behind at the time of closing of the Depot.
Then there had been spontaneous combustion. It was also admitied
by the representative of the Ministry that they were not fully
satisfied with the existing fire-fighting machinery.

The Committee observe from a Note submitted by the Ministry
(Appendix XI) that it took 25 minutes to raise the general fire
alarm by the sounding of hooters etc.

The Committee feel that the fire-fighting machinery which is of
vital importance in depots containing large quantities of valuable
stores is not receiving the attention required. They would urge that
the Commanding Officers of depots etc, should be instructed to hold
regular fire-fighting exercises periodically.

Fraud or Neglect
(1) Serial No. 27—Page 54

71. Deficiency of stores in an Ordnance Factory disclosed on
physical verification of stock in May, 1953 amounted to a loss of
Rs. 58,844. The deficiencies were attributed to theft, fraud or
neglect. Three individuals were warned and further disciplinary
action was not possible as the responsibilities could not be fixed
Further in the case of issue of large stores which are disposed of by
weighment a small element of over-issue or under-issue had to be
reckoned with in each issue.

The Committee suggest that in order.to avoid the variations in
the issue of stores, costly materials should not be issued on the basis
of wagon weighment or lorry weigh-bridge readings. For non-
ferrous metals, accurate beam scales or platform weighing machines
should be used.

(2) Serial No. 7—Page 51

72. A loss of Rs. 11,568 occurred due to misappropriation of stores
in an Army Service Corps Company detected in March, 1951. It
was stated in evidence that departmental action was taken against
two officers adjudged guilty but the action in court initiated was not
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pursued against one on legal advice and the court dismissed the
case against the other. From a note furnished by the Ministry
(Appendix XII) the Committee find that the requisite sanction of
Government for the prosecution of the officer applied for by the
Police was actually accorded after the case had been dismissed by
the court for want of the sanction.

The Committee are unhappy at such instances of failure on the
part of the Administration to take prompt action against officials
jound guilty. The above case discloses that even when criminal
proceedings were initiated, they were nullified because of inexpli-
cable delays in administration in according sanction for prosecu-
tion. The Committee would like to know why responsibility was not
fixed for the failure. They would impress upon the Defence Autho-
rities the need for taking prompt action in disciplinary cases against
delinquent officials if the administration is to be toned up.



Vi
MISCELLANEOUS IRREGULARITIES
Injudicious purchase of a building—Para 22 of Audit Report

73. In June 1949, the owner of a building in Bombay which was
under mortgage from 1944 to a private party for a sum of about
Rs. 4 lakhs wrote to the Army Headquarters that he wished to sell
it to the Army for any fair and reasonable price that might be offer-
ed by the Government engineers after examination. A Board of
Officers who inspected the building in July, 1949 recommended its
purchase for Rs. 53 lakhs only if vacant possession was guaranteed.
In August, 1949, the army authorities informed the owner that they
were interested and wished to purchase the building. In October,
1949, the owner informed Armyv Headquarters that he had placed
their letter of August, 1949. before the court in support of his appli-
cation for the stay of the proposed sale of the propertv in connec-
tion with the mortgage suit that was pending in the High Court
and required Government to indicate clearly their willingness to
negotiate for the purchase of property and the approximate price
thereof to enable him to satisfv the court that, there were bonafide
negotiations between the Government and himself. The owner
quoted a price of Rs. 795000 on the 17th November, 1850, but
eventually agreed to sell the property to Government for Rs. 5.50,000
free of all encumbrances. The building was. however, sold in a
Court auction on the 20th November, 1950 for Rs. 3} lakhs to the
mortgagee who happened to be the highest bidder. On the 20th Decem-
ber, 1950, the last date for setting aside the auction sale, an officer
of the Ministry of Defence arrived at Bombay and deposited in the
court a sum of Rs. 510,000 to the credit of the suit through the Gov-
ernment solicitor. The auction sale was thus set aside. No action
was, however, taken by the Government to establish a charge on
the property till 30th April, 1952, when a suit was filed against the
cwner with the consequence that between 20th December, 1850, the
date on which the Government had paid a sum of Rs. 5,10,000 and
30th April, 1952, the owner was allowed to collect and retain the
rent of the flats. He did not also deliberately pay the municipal
taxes etc. for this period. The legal ownership of the building came
to be vested in the Government only in August, 1954 after an er-
parte decree was obtained from the Court against the owner.

46
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Notices to the tenants to vacate the building could be served only
after August, 1954, when the Government came into legal owner-
ship of the building. Out of the ten flats, only two have been got
vacated so far but they were still not being utilised. Ejectment
suits against the remaining tenants were filed only in 1958. In the
meanwhile, large amounts have been spent on maintenance and in
paying arrears of municipal dues and other charges (as mentioned
in para 76 et seq).

74. In examination, the Committee enquired the reasons why
Government did not bid for the property in the court auction if
they were interested in the property. The representative of the
Ministry of Defence stated that there was no record to indicate
whether the question of purchasing the property through auction
was considered by Government and added in extenuation that it
was the policy of Government not to participate in the auction in
such cases. The Committee were surprised at this explanation.
The Comptroller and Auditor General. however, informed the Com-
mittee that it appeared from a copy of the note recorded in the
file of Ministry of Defence sometime in June, 1950, that the Ministry
decided to purchase the building through direct negotiations with
the owner and not through auction. The Committee’s attention was
also drawn by the Financial Adviser, Defence Services to a note
recorded by the Director of Movement and Quartering on the 28th
QOctober, 1949:

“It will be seen that inability of any private individual to
obtain the vacant possession of this property means
that at an auction the bid is likely to be low and this
explains the owner's eagerness to sell it to the Ministry
of Defence who, he hopes. will pay a fair price for it”.

It is, therefore, obvious that the decision of Government to nego-
1iate direct with the owner without participating in the auction was
deliberate and imprudent.

75. The Committee were further informed by the representative
of the Ministry of Defence that after the property had been provi-
sionally  auctioned to  the mortgagee for Rs. 34 lakhs on 20th
November, 1950, it was decided at a meeting held on the 14th Dec-
ember, 1950 by the Defence Secretary with the Additional Financial
Adviser that the owner might be offered Rs. 54 lakhs for the build-
ing and necessary legal formalities gone through to enable him to
apply for setting aside the auction sale before the 20th December,
1950, the last date fixed for doing so. The Government Solicitor at
Delhi thought that his counterpart at Bombay being on the spot
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could handle this case more satisfactorily. A Deputy Secretary in
the Ministry of Defence was, therefore, deputed on the night of 18th
December, 1950 to fly to Bombay. After a prolonged discussion
between the Government Solicitor at Bombay and the solicitors of
the owner, a sum of Rs. 5'1 lakhs was deposited in the High Court
on the 20th December, 1950 towards the decretal amount of the suit
with a view to setting aside the auction. An agreement was hur-
riedly drafted by the solicitors on the 21st December, 1950, which
happened to be the last working day of the year for the High Court
and it was actually signed on 29th December, 1950. To a question
why no action was taken till April, 1952 to establish a charge on
the property, the Defence Secretary stated that after signing the
agreement, the seller started using dilatory tactics in the matter
of implementing the agreement and Government had to institute
legal proceedings against him.

76. The Committee were also given to understand that this
agreement for sale did not provide for possession being taken by
Government though the bulk of the consideration amount provided
for in the agreement had been paid. The agreement wlso did not
specify the party who should collect the rent etc. from the date of
sale and whether =1l municipal taxes etc. till that date had been paid
by the seller. On a rough estimate, Government have spent over
Rs. 7 lakhs on this deal, Rs. 5-1 lakhs as the price of the property,
Rs. ¢-5 lakh each by way of municipal tax, Rs. (- 61 lakh on unrealised
rent till the date of sale, Rs. 1 lakh on repairs. in addition to the loss
of rent for the two flats lving vacant for more than three years.

71. The Committee are distressed at the manner in which this
deal which involved the Government into protracted litigation and
infructuous expenditure has been handled at all stages right from
the commencement. It passes comprehension how the owner of
this building at Bombay came to know that Government would need
this building and what prompted him to address the Quarter Master
General at Defence Headquarters, New Delhi in June, 1949 direct
instead of to any other authority. As already observed in para 74
the decision taken in 1949 to negotiate direct with the owner with-
out bidding at the auction was imprudent. The decision to pay Rs. 5}
lalhs to the owner for the property taken on 14th December, 1950
despite the fact that the property was knocked down for Rs. 3} lakhs
at the auction on 20th November, 1950 was, to say the least, question-
able. It was urged in evidence that the Ministry did not know the
actual price at which the auction was closed although they were

aware of the auction. The Committee cannot but dismiss this as
unbelievable.

78. The unseemly haste displayed in December, 1950 in the week
before the last date fired for setting aside the auction, in finalising
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the deal and the subsequent course of events cannot but leave an
impression in the mind of the Committee that there had been a
calculated attempt to drag Government into the purchase of this
property with encumbrances which could have been foiled had the
Ministry cared to do. The Committee desire that a detailed enquiry.
be made into this case.

79. As for the reasons for not filing ejectment suits against the
tenants till 1958 though the legal ownership of the building was
vested in Government from August, 1954, the Committee were in-
formed that Government could not do so on legal advice. With the
enactment of the amendment to the Government Premises Eviction’
Act, 1950, action could only now be taken to get vacant occupation
of this building.

The Committee would like to know the progress made in evict-
ing the tenants by Government and utilisation of the building.

Delay in the investigation of losses—Para 24 of Audit Report

8. A cent per cent verification of stores in a Military Engineer
Service Division carried out in 1951-52 revealed a deficiency of
stores valued at Rs. 86,530. A Departmental Court of Enquiry was
convened on the 16th September, 1952 to investigate the loss.
Subsequently a Staff Court of Inquiry was held on 6th May, 1953.

The Committee were informed by the representative of the
Defence Ministry that the findings of the Staff Court of Inquiry were
submitted to the sub-Area Commander who took three vears to
come to conclusions which were then considered by the Area
Commander. The two officers who held the post of sub-Area
Commander during that period had retired.  The Area Commander
had held a temporary Store-keeper responsible for some of the
losses and recommended recovery thereof from his security deposit
and undisbursed pay and allowances and his prosecution. But he
had been absconding. The whereabouts of the Store-keeper were
known in October, 1957 when he served the Government with a
notice demanding his re-instatement. He had since been served
with a charge-sheet. The Garrison Engineer concerned and three
other officials were recommended by the Area Commander for
Departmental action for lack of supervision. Final action against
the Garrison Engineer and the Store-keeper was stated to be still
under consideration of the Ministry of Defence. The three officers
who were appointed for stock-taking had been warned for not con-
ducting cent per cent stock-taking in this case. The Committee
understand from a note that these individuals are still looking after

the stores verification, though they are not specifically detailed for
stock verification duties.
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81. The Committee deprecate the inordinate delay in finalising
the action against the officers responsible in this case. They see
no justification for the Sub-Area Commander sitting over the case
for three years. The Committee observe that such delays not only
result in the distortion of evidence but also enable the delinquents
to escape punishment. The Committee, therefore, stress that the
existing procedure for holding inquiries into such cases of losses
etc. should be reviewed with a view to firing time-limits for sub-
mission of findings at the various levels, so as to ensure that the

whole process is simplified and expedited.

The Committee would like to be informed, as soon as possible,
-of the action taken against the Store-keeper and the Garrison

Engineer in the present case.
Canteen Stores Department

Appropriation Accounts, 1955-56—Page 134—para 19

82. As a first step forward in the policy formulated by the Board
of Control to take over the operation of Garrison Cinemas, the
Canteen Stores Department took over in its fold the Garrison Cinema
at Jullundur with effect from the 15th October. 1955. The working
of the Cinema for the first five and a half months resulted in a
deficit of Rs. 21,041. The Committee understand from a note
{(Appendix XIII) that this amount of loss includes the establish-
ment charges of the Administrative Officer. Cinemas. for the vear

1955-56 which comes to Rs. 17,266.

The following statement shows at a glance the results of the
working of the Cinemas run by the Canteen Stores Department in

the subsequent vears:

Yesar N of Cinemas T.oss Expenscs of the Administro-
tive Officer included in
the Loss

Rs. R..

1956-5~ 3 21.335§ 20.164

1957-<8 10 13,139 25.000

The Committee are unhappy at the continuous loss disclosed in
the working of the Garrison Cinemas run by the Canteen Stores
Department. They feel that the establishment charges of the
Administrative Officer, Cinemas, are on the high side. They sug-
gest that the reasons for these losses should be investigated by the
Ministry of Defence, and steps taken to reduce the establishment
charges and run this enterprise on business principles.
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Future set-up of the Canteen Stores Department—para 40 of 14th
Report (1st Lok Sabha) and para 74 of the 6th Report (Second
Lok Sabha).

83. In para 40 of the 14th Report of the Committee (First Lok
Sabha), the Committee pointed out that though the¢/Canteen Stores
Department was being run as a Government Commercial under-
taking, its receipts and expenditure were being kept outside the
Consolidated Fund of India in contravention of the provisions of
Article 266 of the Constitution. The effect of this irregular proce-
dure was that expenditure incurred on this Organisation and sums
appropriated out of its profits for the purpose of welfare and ameni
ties to troops from time to time were not submitted to the Vote of
Parliament.

From a note (Appendix XIV) furnished to the Committee, they
understand that the proposal for the creation of a Canteen Stores
Fund. outside the Consnlidated Fund of India but within the Public

CAceount of India is under consideration.

The Committee agree with the suggestion made by the C. & A. G.
that such a Fund may be created with the approval of Parliament,
ciguified either by a token vote or by a resolution. though not
necessarily by statute. All exrpenditure out of the Canteen Store
Fund should be ,initially treated as expenditure from the Consoli-
dated Fund of India by debiting it to Defence Services Estimates
subject to the normal process of voting and appropriation by Parlia-
ment and subsequently transferred to the Canteen Stores Fund by
+ deduct entry.  The Committee trust that Government would
exrpedite a decision on the future set-up of the Canteen Stores De-
partmient which had been pending their consideration for the last
four vears.

Military Farms
84. The total capital at charge in the Military Farms, 29 in num-
ber, stood at Rs. 3,80.27,964 as on the 31st March, 1958 as against

Rs. 3.67,78,210 as on the 3lst March, 1955. The following is the
break-up of the capital.

Rs.
Mor_xc)’ lent by the Government to Farms for
Capital Expenditure  Government  Account
“AV-——interest bearing 2.17.75.918
Additions from stock to capital Government
Account B I —free of interest 1.43.92,354

Capital charges met from other Farms and
Depertments Gevernment Account ~B™ (11—
Departments 18,59,602
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85. The Committee will now proceed to examine some aspects of
the working of the Military Farms:—

1. Statement showing profit|loss made by individual military
farms during the year 1955-56. (Appendix XV).

This statement is being furnished to the Committee since 1943-44
in pursuance of the recommendation made in para 32 (proceedings)
of the Report of the Military Accounts Committee (now defunct)
on the Accounts of 1943-44 to enable the Committee to have an apprai-

sal of the profit'loss made by the individual farms and reasons
therefor.

This statement devised more than a decade ago did not give a
correct picture of the financial results of the working of the indivi-
dual farms. For instance, expenditure on replacement, repairs etc.
is met from revenue irrespective of the magnitude with the result
that profits in one year are converted into losses in the following -
yeer and vice versa. Again one of the reasons given for better
results in a military farm is less condemnation of live-stock while
the cause for better results in another farm is attributed to condem-
nation of more animals and more transfer of cattle. The Commit-
tee desire that the existing form of the statements showing the
profitiloss should be revised in comsultation with Audit in order to
make a realistic comparison between the financial results of the

working of the farms individually and collectively from year to
year.

1. Consolidated profit loss account of the military farms during the
year 1955-56 Pages 148-49—Appropriation Accounts, 1955-56

The Consolidated profit loss account for 1955-56 shows depreciation
amounting to Rs. 5,85,391 for live-stock. In addition, Rs. 2,15,644 and
Rs. 6,47,993, had been written off on account of casualties and con-
demnation of cattle respectivelv. The Committee consider the present
system of charging depreciation to the live-stock to be defectice in as-
much as it does not adequetely provide for these two contingencies
viz., casualties and condemnation of cattle. The Committee, therefore,
sugqest that the Ministry of Defence should exramine the desirability
of reviewing the present system of providing for depreciation with a
view to avoiding burden on the farms as a result of abnormal
casualties and condemnation of the cattle.

86. The Committee understand that a Departmental Committee
has been appointed by the Government to examine the various mat-
ters relating to the working of Military Farms including their finan-
cial policy and price structure etc. The Committee would like to
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know in due course the action taken by Government on the findings
of this Committee.

The Committee regret that certain information called for by their
sub-Committee during the course of examination of the accounts of
the military farms and also as a result of their visit to the Military
farms at Meerut, Bareilly and Lucknow in November and December,
1958, has not been furnished to them so far. The Committee are,
therefore, obliged to defer further consideration of the various aspects
uf the working of these Farms.

They would refer to the following few instances of waste, mis-
management and inefficiency which came to their notice in the course
of their visit to the Farms mentioned above.

Disposal of animals

87. In the course of their visit to the Military Farms, the Com-
mittee enquired about the procedure followed in the condemnation
and disposal of cattle. The Committee were informed that this was
done after a Departmental Committee examined each and every
animal and declared it to be so.  The Committee suggested that with
a view to ensuring that the Departmental Committee did not err on
the wrong side, an outsider, especially an erpert from the Indian
Agricultural Research Institute, should be associated with it. Further,
it might be worthwhile to declare surplus calves and incurable live-
stock of Military Farms only when a sizeable number thereof was
available as in that case the chances of their getting a better deal
were more favourable. The Committee trust that these suggestions
would be carefully eramined by the Ministry of Defence.

Utilisation of fallow lands

88. During their visit to the Military Farms at Bareilly and
Lucknow. the Committee saw large areas of fallow-land lving un-
utilised for some years which resulted not only in a huge financial
loss but also in the loss of crop and lowering of the cropping inten-
sity of these fertile irrigated lands. The Committee desire that the
Ministry of Defence should take stock of such lands lying unutilised
in the various Military Farms and formulate proposals for bringing
them under cultivation as soon as possible. The Committee would
like to know the progress made by the Military Farms in this behalf.

Idle capacity of Tractors

89. The Committee were surprised to find at Bareilly Farm that
for want of repairs to the tractors for many months no more land
could be brought under cultivation. In one plot, an area of 170 acres
was lying uncultivated for want of fence posts.
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Pasteurisation Plant at Bareilly

90. The pasteurisation plant at the Military Farm, Bareilly, was
not working upto its capacity. It had the capacity of about 1,500 lbs.
while the quantity of milk available for pasteurisation was only
700 lbs. The Committee suggested that with a view to utilising the
idle capacity of the plant, the milkmen from the neighbouring vil-
lages might be encouraged to form e co-operative society and be
given the facilitv of getting their milk pasteurised and some timings
might be fixed for this purpose. It was stated by the local authorities
that this matter was discussed by the Dairy Expert Committee but
nothing was done thereafter as it was felt that the milkmen were not
interested in getting their milk pasteurised.

The Committee suggest that the Local Commissioner and Co-

operative Officials and Community Development authorities might
be contacted to help local peasants to organise their Milk-Supply

Co-operatives. ! 1
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OUTSTANDING RECOMMENDATIONS—ACTION TAKEN ON

91. The Committee will now proceed to deal with some of the
important items outstanding from the previous Reports (AppendixI).
They recommend that in each case the disposal should be expedited.

Amounts due to certain Ordnance Factories for services rendered or
stores supplied to private indimnduals—para 64 of the 9th Report
(1st Lok Sabha).

92. The Committee understand from a note (Appendix XVI) that
no recoveries have vet been made from certain parties for the stores
supplied or services rendered to them by the Ordnance Factories
concerned during the period 1944-—-48 and the amounts due from
them have cither been written oftf or are under adjudication by the
courts or by arbitrators. The Committee are concerned at the delay
in the settlement of recoveries from the parties concerned. The
Committee desire that the procedure in this respect should be
revicwed with a view 1o seerng whether a system of advance pay-
ments or cash and carry basis can be introduced so as to aroid such
outstandings.

Establishment of Machine Tool Prototype Factory—para 33 of 14th
Report and para 105 of 19th Report (lst Lok Sabha)

93. The Committee were informed that the Machine Tools Com-
mittee appointed by the Ministry of Commerce and Industry to
cansider the development of the Machine Tool Industry, had allocated
certain types of Machine Tools for manufacture by the Machine Tool
Prototype Factory, Ambarnath and their production had been started
by the factory. It was added that during the Jast four vears. the pro-
duction in the factory was very much below its instalied capacity.
During the current vear the production of machine tools based on
the single shift was estimated to be of the order of Rs. 30 lakhs and
tn the next vear it was expected to be Rs. 50 lakhs. The capacity
could be further increased if the factory worked on double shift.
Tne Committee's attention was drawn to the shortfalls in the pro-
duction targets of the factory intimated to the Committee of 1955-56
1.€., Rs, 30 lakhs, 35 lakhs and 39 lakhs in the vears 1956-57. 1957
and 1958-59 respectively.  The Committee were given to understand

35
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‘that the shortfall in the production targets was due to the time taken
in designing end trial of machine tools before starting bulk produc-
‘tion as the factory was producing machine tools of their own designs.
Another reason was the defection of skilled personnel from the factory
because of better terms offered to them by the private sector, The
D.G.OF. was now transferring skilled personnel from other factories
to the M.T.P.F,, Ambarnath to meet the situation. The Committee
were further informed that although the artisans trained in the
Artisan School attached to the factory were required to serve in the
factory for a certain period, a number of them left after paying back

‘the cost of training.

The Committee would like to know the measures taken by the
Ministry of Defence to check the continued defection of trained
personnel from the factory and thus avoid set-backs in the produc-
tion programmes. The Committee also suggest that the possibility
of co-ordinating the training facilities in the machine tools industry
available in the Hindustan Machine Tools Ltd. with those for the
specialised training in the Machine Tool Prototype Factory, Ambar-
nath may be eramined by the Ministries of Defence and Commerce

and Industry.

84. The Committee were informed that the requirements of the
Ordnance Factories for general purpose machines were being met
by this factory. The factory had not taken up production of special
purpose machine tools since the demand for such machines was rela-
tively small and the work and time involved in their design and
development would be disproportionate to the effective load that
would be placed on the production shops. The D.G.OF. had taken
in hand e project for production of tractors and trucks in the
Ordnance Factories and certain components required would be
manufactured in the M T.P.F.. Ambarnath. The Committee are
anxious that the idle capacity at Machine Tool Prototype Factory,
Ambarnath should be utilised to the maximum extent by exploring
constantly the avenues of production which the factory can under-
take and thus conserve foreign exchange being spent aut present on
the import of plant and machinery required by the various ordnance
factories. They suggest that a phased programme of production by
the factory should be carefully worked out after assessing the require-
ments of machines and tools by the various Ordnance Factories and
Defence Installations.

95. During their visit to the Factory in February, 1958, the Com-
nmittee were informed that the cost of production in this factory was
higher than that in the Hindustan Machine Tools Factory, Bangalore
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as the M.T.P.F. had to prepare their own designs while the HM.T.
got their designs from their technical consultants. The Committee
suggest that the expenditure on designing should be kept separate
from that incurred on production for purposes of comparison.

Periodical review of the outstanding orders in the Ordnance
Factories—Para 6 (Introduction) of the Sixth Report (Second Lok
Sabha).

96. In para 6 (Introduction) of their Sixth Report, the Committee
had drawn attention to the moun‘ing rise in the number of produc-
tion orders pending with the Ordnance Factories which, besides
causing large amount of i"‘ructuou. expenditure, led to inefficiency
and waste. The Committee, therefore, asked the Ministry of Defence
to undertake an early review to reduce or cancel unfulfilled orders
still pending. The Committec regret to nbserve that not much head-
way has been made in this direction by the Ministry of Defence or
the D.G.OF. In the course of their examination, they called for in-
formation on the following points which is still awaited:

(i) A statement showing the present position of the outstand-
ing orders in *h~ Ordnance factories and reasons therefor
(The vears to which these relate ri.v also be given).

{i1) How many orders which are over 3 vears old. are stil' un-
cancelled although no supply could be arranged on
them?

(ii1) What is the value of surplus materials and components
lyving in the factories with regard to these unfulfilled
ord: 37

The Commuttee are, therefore, obliged to defer further considera-
tion till they nert examine the Accounts of the Defence Services.

Acquisttion of unwa--ed stores—para 13 of Sixth Report

7. The Committee had suggested that greater caution and closer
scrutiny was needed in deciding upon the necessity and pace of re-
placement of obsolescent stores and had urged upon both the Ministry
of Defenee and the Financml Adviser to exercise vigilance while
scrutinizing replacement so  that available resources were not
frittered away. The Committee understand from a note (Appendix
XXI1) that the issue of instructions laying down the procedure to be
followed for declaring equipments/stores, obsolescent ‘obsolete was
under consideration by Government. They would like to know in
due course the procedure laid down in this behalf.

312 (An) LS5
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Accumulation of surplus materials due to delay in reduction of '
demand—para 15—Sirth Report

08. The Committee of 1957-58 had expressed dissatisfaction with
the results of provision reviews, as large deficiencies turned into
surpluses in the following review in the course of a period of a year
and hed urged a thorough examination of the existing system of
provision reviews. The Committee understand from a note (Appen-
dix XXIII) that the basis for each annual review is decided by Gov-
ernment in consultation with the Chief of the General Staff and all
likely factors are taken into eccount at that stage. But certain fac-
tors cannot be foreseen at that time and to that extent it will be
necessary to modify the demands later. While the Comngittee ap-
preciate that in the case of erpendable stores like ammunition, some
allowance can be made for certain unforeseen factors, they feel that
in case of non-expendable stores, the provision reviews should not
normally reflect wide fluctuations. Another factor that the Commit-
tee would emphasise is the importance of making an up-to-date and
correct assessment of stock at the time of the provision reviews,
The Committee, therefore, desire that the system of provisioning
should be suitably modified and in all cases of failures to make cor-
rect provision reviews with consequential loss to Government, res-
ponsibility should be fired and suitable action taken against the
tndividuals concerned.

Over-provisioning of stores—paras 18-18 of Sixth Report

99. The Committee would like to know the present position of the
utilisation and disposal of the surplus stock in this case.

Purchase of unwanted stores at high prices—para 23 of Sixth Report

100. The Committee understand that as a result of enquiry
held into this cese in which the name of a particular irm was
suggested by the Naval Store Officer to the Purchase Organisation
for the purchase of certain stores, disciplinary action had been
taken against the Deputy Nawal Stores Officer, an Assistant Manager
and a Technical Assistant. The Committee would like to know the
action taken against the other Deputy Naval Stores Officer and the
Store Receiver, responsible in this case.

Placing of petty orders on the Army Base Workshops—para 28 of the
Sirth Report

101. The Committee would like to know the final outcome of the
proposal to increase the extent of manufacture of items of spare
parts required in petty quantities for repair of equipment/vehicles
by the Army Base Workshops in order to relieve the Ordnance
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Factories from the respomsibility for planning and execution of
petty orders.

Review of surplus Stores in Ordnance Factories and Ordnance Depots
—npara 34 of Sixth Report

102. The Committee had recommended that with a view to
relieving congestion in the Ordnance factories and depots, a pro-
cedure should be evolved for carrying out regular reviews of
unwanted stock in the ordnance factories and depots.

The Committee note that the D.G.O.F. issued instructions in
January, 1957 that the priced stores ledgers in respect of stores held
in Ordnance Factories should be reviewed periodically with a view
to detecting and disposing of slow moving and non-moving stores.
In the ordnance depots, an annual review of the stores held bv them
is carried out and any surpluses found as a result thereof are dealt
with according to the retention policy of the General Staff Branch.
In view of the existing financial stringency and foreign exchange
difficulty the Defence stock hnlders were instructed in June, 1958,
1o exercise meticulous care in the matter of declaring defence stores
as surplus for disposal. While the Committee appreciate the anxiety
to keep the existing stocks for a longer time, they stress that neces-
sary precautions should also be taken to prevent over-provisioning
in the Ordnance Depots and over-production in factories and efforts
should be made to ensure overall economic utilisation of capacity and
economic production both for maintenance purposes and reserves.

103. The Committee would also like to know the final decision
taken in fixing a limit on the financial powers of the D.G.O.F. in
incurring erpenditure on the manufacture of components for stock

purposes as desired in para 34 of their Sixth Report (Second Lok
Sabha).

Planning of Orders in Ordnance Factories—Para 35 of Sixth Report

104. The Committee would like to know the final outcome of the
procedure that in bheing worked out for carrying out development
work separately from regular manufacture of new stores and the
economies effected in the implementation of the procedure.

Short recorery of rent—para 57 of Sixth Report

105. The Committee are glad to note that as recommended by them,
instructions have since been issued to the Command in the case of
civilians paid from Defence Estimates that (a) no accommodation of
higher type is allotted to Government employees, than is warranted
v their status, and (b) in case any higher accommodation is available
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and a special request is made for it, it may be allotted to themi if
they agree to pay full assessed rent thereof. The Committee desire
that the incorporation of a rule similar to that applicable to the
Civilian personnel in the Defence regulations should be considered
by the Ministry of Defence. They would also like to know whether
the scales of accommodation in respect of civilians paid from Defence
Estimates have been laid down.
Advance payments to UK. Government—para 115 of 9th Report
(First Lok Sabha) and para 71 of Sixth Report
(Second Lok Sabha)

106. As desired by the Committee, the Ministry of Defence
furnished to them a statement showing the position of the outstanding
advances held by the UK. Ministry of Supply and War Office
against Army indents as on 31st July, 1957 and against the Air and
Naval indents as on 30th June, 1957.

The Committee had called for a statement* showing the up-to-date
pusition of the advances made to the U.K. Government and the
supplies received against them. They would like to have this injor-
mation when they consider next year's accounts.

Procurement of mechanical transport vehicles—paras 37-—44 of 19th
Report (First Lok Sabha) and para 80 of Sixth Report (Second
Lok Sabha)

107. In examination, the Committee enquired the source {rom
which 4x4 vehicles were procured to meet the requirements of the
Army. The Committee were informed that for two vears, the
Ministry of Defence purchased 4x2 vehicles in lieu of 4x4 vehicles as
the Indian firms were not manufacturing 4x4 vehicles Subsequently,
the firms supplied 4x4 vehicles but most of the parts used in them
were imported ones. The Ministry of Defence had decided to under-
take a project for the manufacture of trucks in the Ordnance Fac-
tories as the: could not get sufficient number of required tvpes of
vehicles from private firms. The Commnuttee would like to know in
due course the progress made in production of trucks in the Ordnance
Factories.

108. The Comrnrittee understand that Government had decided
to allot Rs. 7 crores annually for purchase of new vchicles with a
view to inject the Army with new vchicles irrespective of the
holdings so that all the old vehicles mav not go off the road at one
time.

The Committee enquired the procedure of classification of fit and
repairable vehicles under various categories viz., classes I, T1, 111, IV,

*Two statements showing the position of the outstanding Army
and Air Force indents as on 28th February, 1959 and 31st December,
1954, respectively, since received but not considered by the Committee
for want of time.
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¢ and VI. The Committee were informed that the vehicles were
down-graded according to the mileage done by them and the magni-
tude of repairs needed. After repairs the vehicles were upgraded.
The vehicles beyond economical repairs were graded as Class VI and
disposed of. Before disposal of pre-1948 vehicles, the spare parts
were retrieved for being utilised for maintenance and overhaul of
other pre-1948 vehicles still in service. There was difficulty in getting
-spare parts for these vehicles as they had gone out of production in
‘the countries of origin.

The Committee suggest that in view of the magnitude of the
capital outlay, the existing procedure of classification, condemnation
.and disposal of vehicles should be examined by the Ministry of
Dejence in consultation with the Financial Adviser with a view to
removing any defects and chances of malpractices and achieving
economy and preventing aroidable waste.

Ex-gratia payment to a private firm-—paras 90-100 of the 19th Report
(First Lok Sabha) and para 89 of the 6th Report
(Second Lok Sabha)

109. Mention was made in paras 90-100 of 19th Report and para 89
of the Sixth Report of the Committee of a case where an ex-gratia
‘payment of Rs. 10,51,084 was sanctioned by Government in May,
1950, towards the reimbursement of sales tax to a supplier on whom
two orders had been placed in 1948 for supply of jeeps at a firm
price. wlthough there was no stipulation in the contracts regarding
pavment of sales tax.

The Committee of 1957-538 were given to understand that the
Government were taking up the question of refund of the sales tax
in respect of the jeeps moved out of Bombav within three months
of their purchase. The Committee understand from a note (Appendix
XXXVHD furnished by the Minmstry of Works, Housing and Supply
that under the Bombay Sales Tax Act, reduction in the rate of sales
tax could have been claimed in respect of 394 jeeps only which were
delivered on or after the Ist April 1949 and despatched outside the
Bombay State within o period of three months from the date of
delivery, provided the necessary documents and particulars had been
furnished to the contractor by the consignee within one month from
the date of despatch. This was, however. not done by the consignee
since at the relevant date the A Ts did not contain a provision for
payment of sales tax, which was made only in July, 1959 in respect of
two contracts and in April, 1949 in respect of the remaining one,
when the right to claim the reduction in the rate of sales tax had
already been barred long ago. The Ministry are considering whether
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the Government of Bombay should be approached to sanction refund
that may be due, as an executive measure. The Committee would
like to know the final outcome of the claim for refund of sales tax
in this case.

110. The Committee have already questioned the justification for
the payment of the sales tax to the firm on the grounds of equity in
the absence of any proved loss to the firm in the deal.

N. G. RANGA,
Chairman,
New DELHy; Public Accounts Committee.
The 24th April, 1959.

Vaisakha, 4, 1881 (Saka).




PART I

Proceedings of the sittings of the Public Accounts Committee held
on the 27th, 28tR, 29th, 30th and 31st October, 1958, 1st November
1958 and 23rd April, 1959.




PROCEEDINGS OF THE *TWENTY-SIXTH SITTING OF THE
PUBLIC ACCOUNTS COMMITTEE HELD ON MONDAY, THE
27TH OCTOBER, 1958.

111. The Committee sat from 10.00 hours to 13.00 hours.
PRESENT
Prof. N. G. Ranga—Chairman.

MEMBERS

. Dr. Ram Subhag Singh

. Shri Arun Chandra Guha

. Pandit Jwala Prasad Jyotishi
Shri Rameshwar Sahu
Shri Upendranath Barman
Shri Prabhat Kar

Shri Raghubar Daval Misra
Shri H. C. Dasappa

10. Shri Khushwaqt Rai

11. Shri N. Siva Raj

12. Shri Jaipal Singh

13. Shri Amonlakh Chand

14. Shri M. Govinda Reddy

15, Shri M Basavapunnmah,

S BRI R

©w o

Shri A K. Chandu, Comptroller & Auditor-General of India.

Shri A, Kalvanaranon, Deputy Comprroller & Auditor-Gene-
ral of Induwa.

Shri PP K. Basu, Director of Audit, Defence Services.

SECRETARIAT
Shri V. Subramanian--Deputy Secretary
puty !

Shri M. C. Chawla- -Under Secretary.

*Barlier sittings relate to the consideration of the Accounts of Govern-
gu\r'\tc of Himachal Pradesh and Deth: Roitwavs, Posts and Telegraphs,
, . elc

a5
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WITNESSES

Ministry of Defence
Shri O. Pulla Reddi—Secretary.
Shri R. P. Sarathy—Additional Secretary.
Shri B. N. Varma—Joint Secretary.
Shri L. M. Nadkarni—Joint Secretary.
Shri S. D. Nargolwala—Joint Secretary.
Rear Admiral D. Shanker, Director General of Ordinance

Factories.

Major General R. E. Aserappa, Engineer-in-Chief, Army
Headquarters.

Ministry of Finance

Shri S. Jayasankar—Financial Adviser (Defence).

Shri Shiv Naubh Singh—Additional Budget Officer (Depart-
ment of Economic Affairs).

Shri M. K. Hariharan, Additional Financial Adviser
(Defence) 1.

Shri D. S. Nakma, Additional Financial Adviser (Defence) II.

Shri R. Bhaktavatsalu, Joint Financial Adviser (Defence).

Shri Phul Chand—Controller General of Defence Accounts.

Appropriation Accounts (Defence Services) 1955-56

Page 4, Foot-note with a single asterisk mark—Regularisation of
Expenditure

112. It had been reported that the excess of Rs. 97,76,505 under
charged portion of Grant No. 15 required regularisation.

The representative of the Ministry of Finance (Defence) stated
that there had been a technical irregularity in this case and the
correct procedure was being followed from the year 1956-57.

Page 5, para 11, Controller General, Defence Accounts’ Certificate,
1955-56

Sub-para 3

113. The Committee wanted to know why cases where the store
accounts and/or connected documents were incomplete or not being
maintained at all, or not being produced for check continued to
occur, the number of such cases being slightly larger than in the

previous year.
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The representative of the Ministry of Defence stated that with.
the exception of copies of issue vouchers, in certain cases which
could not be released to the audit wauthorities no other case of
irregularities were brought to the Ministry’s notice. The reasons
for not releasing these documents were time spent in the selection
of stores for issue and carrying out the posting in the account cards;
preparation of further part vouchers for multi-item issues; inspec-
tion of technical stores for serviceability before issue; delay in the
selection of stores due to prior verification of part numbers, desig-
nation, authorisation and ‘in lieu’ issues; time lag due to making
up a full wagon consignment to the same destination in the interest
of economy; time taken to arrange escorts and wagons; non-avail-
ability of rates for certain items; non-despatch of stores due to
booking restrictions and delay in receipt of treasury receipts

and
non-payment of tenders.

Explaining the comparative position of outstanding cases as on
1st August, 1958 the representative of the Ministry of Defence told
the Committee that there had been considerable improvement in
this behalf. When asked about the steps taken to minimise such
irregularities in future, the Financial Adviser, Defence Services
stated that the existing instructions were complete, When some of
them were not followed, these lapses occurred. With a view to ensure
strict compliance with them, the Ministry of Defence, he added, had
been issuing circulars periodically impressing upon the administra-
tive officers, the need to follow rules and procedure. The Com-

mittee, however, desired to be furnished with a note setting-forth
the following information:—

(a) A comparative statement of cases where irregularities of

the kind referred to in this sub-para occurred during
the last 3 years;

(b) *circumstances explaining why it took the Financial
Adviser, Ministry of Finance (Defence) more than a

year to review the Appropriation Accounts in question:
submitted by the C.G.D.A,;

(c) what measures the Ministry have taken and propose to
take to tighten the existing checks on store accounting
in the units and formations and to ensure the continu-

ous linking of receipt and issue vouchers relating

to.
stores; and

PR EDI——— o men

*See Appendix III (Vol. II)

L T i TR —_
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Ad) cases where some of the important irregularities referred
to in the sub-para had occurred and the remidial action

taken to set them right.

Subdpara 7 of the Certificate ibid.

114. In many cases, recoveries on account of stores issued on
payment to States, Government Departments and private bodies
could not be debited to or recovered from them far want of receipt-
ed copies of the issue vouchers and/or the issue rates.

To a question, the C.G.D.A. replied that there was some difficulty
in the case of States because they had to get a copy of the receipted
vouchers before they could raise the debit against them.

Further, there were certain debits outstanding against the Minis-
tries of the Central Government. The total amount outstanding came
.to about Rs. 2.23 crores at present.

The Committee desired to be furnished with a note giving the
‘break-up of amounts in respect of stores issued on payment to States,
‘Central Government Ministries and private bodies (names to be
indicated) which could not be debited to or recovered from them
for want of receipted copies of the issue vouchers and/or the issue

rates.
Page 6, sub-para 8 ibid

115. It had been stated in the C.G.D.A.'s certificate that the check
of authorised proportions of stores continued to be restricted to
important and expensive items. In some cases, this check could
not be exercised at all owing 1o the non-fixation of the quantities
of stores authorised to be held and or the frequent fluctuations in
the composition of the units and formations.

The Committee wanted to know whether any action had been
taken to fix the quantity of stores authorised to be held by the units’
formations wherever it had not been fixed carlier. The C.G.DA.
stated that the L.AF. had issued instructions fixing the wvarious
authorised proportions. In the Army. they had fixed the various
authorised proportions in respect of the more important stores.

When asked whether anv attempt had been made to fix the
quantity of stores to be held by an individual unit etc, after Audit
had drawn attention to this omission, the representative of the
Ministrv of Defence stated that when objection was raised by
Audit. recessary instructions were issued to ensure that the estab-
lishments were checked periodically and the excess holdings were
returncd to the equipment-holding-depots concerned. He told the
Committee that the instructions were being implemented.
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Page 6, sub-para 9 ibid

116. It had been recorded in the C.G.D.A:s Certificate that no
proper or complete check of pension payments made during the
year in respect of certain Indian Military Pensioner (including
Indian State Forces personnel) could be conducted due to the non-
receipt of pensions payment accounts from the pension disbursing
officers and for certain other reasons. The irregularities reported
in the previous years in the accounts of one Pension Paymaster were
still under investigation. Certain irregularities noticed last year
In a Treasury Office in regard to the pension payments made on
behalf of the Defence Services were also being investigated.

In extenuation, the C.G.D.A. stated that pension pavment
accounts for 1955-56 were not received from the various disbursing
officers at the appointed time. These were received subsequently
and audited except for six from Gangtok Treasurv which theyv Lad
not vet been able to obtain. 276 accounts for 1955-56 which were
not audited then, had subsequently been audited. he added. He
assured the Committee that the position in that respect had thus
improved since then.

The Committee, however, desired to be furnished with a note
stating the number of persons who had retired during the last two
vears but had not received their pensions so far and the usual time
lag between the date of retirement and the date of payment of pen-
sion, the reasons for the delav and the steps proposed to be taken
bv the Ministry of Finance (Defence) to eliminate the same.

The Comptroller and Auditor-Genera! informed the Commitiee
that pension rules and regulations were so complicated that it was
almost impossible to sanction pavment of pension in time. He had,
therefore, suguested that Government should review the entire rules
and regulations relating thereto and a Committee had since been
constituted on the Civil side. He suggested that it might be advis-
able for the Ministry of Defence to get themselves associated with
that Committee in relation to the rules and regulations applicable
to the Defence Services personnel.

The representative of the Ministry of Defence agreed that the
rules required simplification and that the Defence Ministry  were
already seized of the matter.

Pages .76-77. Appendix E—Suspense

117. In reply to a question regarding the adjus'ment of the credit
of Rs. 2036,76.000 the bulk of which lying in suspense since 1952-53,
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‘the Committee were apprised of the position by the Financial
Adviser, Defence Services.

Page 120-130, Appendix I—Statement showing cases of non-mainte-

nance or irreqular maintenance of accounts condoned by Govern-
‘ment,

118. The irregularities set-forth in this statement were being con-
doned regularly by Government. The Committee wanted to xnow
how Government satisfied themselves in the absence of regular
accounts that the cash or stores involved in the transactions referred
to in the statement were properly utilised. After some discussion,
‘the Committee desired to be furnished with the following informa-
‘tion: —

(a) What are the rules for condonation of the various types
of irregularities disclosed in the Appendix and the
various levels at which such condonation is sanctioned?

(b) In what cases the Ministry proposed to take disciplinary
action? (The details ¢° disciplinary action taken in the
cases mentioned a: & Nos. 10 to 13, 16, 17, 27, 29, 31, 33,
35, 36 and any other items relating to the year 1950
and thercafter which may be considered as important for
being brought to the Committee's notice to be furnished.)

'S. Nos. 25, 28 & 30 of the statement ibid.

119. The Committee wanted to know the reasons for non-produc-
‘tion of accounts in these cases. The representative of the Ministry
of Defence stated that in these cases accounts were not produced
during the vear but were made available subsequently.

The Committee disapproved of the delay in such cases.

S. No. 45 ibid—Non-maintenance of ration accounts during December,
1951 by an Army Service Corps Platoon

120. Explaining the position the F.A., Defence Services stated
that it pertained to the non-maintenance of accounts for one month.
namely, December, 1951 by a unit. In this case instructions issued
bty the Army Headquarters, were not complied with by the unit.
‘When the Local Audit Officer pointed out the irregularity, a Court
of Enquiry was held to find out the reasons for non-compliance. It
was revealed that due to negligence on the part of the staff of the
Plantoon concerned, the irregularity had occurred. The Commander
of the Brigade did not, however agree with the opinion of the Court
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of Inquiry. He held that a certain Captain was responsible for non-
compliance with orders to whom, he recommended, his reproof
should be conveyed. The G.O.C. agreed with this recommendation
.and accordingly the reproof of the Commander was conveyed to
the Captain concerned.

In answer to a question, the witness stated that he thought that
the reproof must have been recorded in the Service Records of the
Captain, but that he would check up.

121. The Committee observed that some of the cases in the
Appendix I related to the years 1947 and 1948. The representative
-of the Ministry of Finance (Defence) stated that an ad hoc Com-
mittee was appointed by Government in 1952 to clear them off,
This Committee consisted of a representative each of the Ministry
of Defence, Ministry of Finance and the C.G.D.A. There was also a
representative from the Administration concerned and the D.AD.S.
was invited to send an observer. The relevant cases were gone
into by the Committee and in many cases a final decision was taken
by them. Giving the reasons for delayed disposal of certain cases,
the witness stated that in some cases, the ad hoc Committee wanted
further information to pursue the matter as they did not agree to
drop the cases and wanted them to be pursued.

Next, the Committee enquired whether there was any arrange-
ment within the units to find the lapses quickly or it was only after
the Audit or the Financial Adviser pointed out the lapses after
vears that corrective measures were adopted. The C.G.D.A. siated
that checks were carried out continucusly and whatever came to
light was pointed out. The units formations. he added. also looked
into these matters on their own.

The Committee desired to be furnished with a *note giving the
particulars of the training imparted to Military Othcers who were
responsible for the maintenance of accounts both in the initiai stages
of their service career and later in the form of Refresher courses,

Audit Report, Defence Services, 1957

122. The Committee then took up consideration of the Audit
Report (Defence Services). 1957,

Pages 3-4, para 8—FExecution of work below specifications

123. A technical examination in January, 195! of a road construc-
tion work completed in August, 1949 revealed that over-pavments
estimated at Rs. 55,770 had been made to the contractor which were

*See Appendix IV (Vol. 11)
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conceded by the Military Engineer Services. As the contractor
accepted the payment of the final bill in March, 1950 under protest.
pending settlement of certain claims preferred by him against the
Government, these claims and the Government’s counter-claim of
Rs. 55,770 became the subject matter of arbitration in 1952. In
September, 1953 the arbitrator awarded Rs. 5,000 only in favour of
the Government against their claim for Rs. 55,770 and Rs. 25,000
in favour of the contractor for failure of the Military Engineer

Services to discharge their contractual liabilities.

Thus, the acts of omission and commission on the part of the
officers in charge resulted in an aggregate net loss of Rs. 75,770 out
of which a sum of Rs. 16,000 was regularised by the Government
sanction of April, 1957. According to Audit, the regularisation ‘of

the balance was awaited.

124. The Committee wanted to know the reasons for the long
delay between the completion of the road and the technical exami-
reiion thereoi. The Engincer-in-Chief observed that technical
examination always took place only after the presentation of the

final bills.

When asked whether check measurements were taken before
payments were made to the contractor, the witness replied in the
affirmative. The Committee wanted to know how, if the check-
measurements had been taken, the use of under-sized materials was
not brought to the notice of the higher authoritics. The witness
stated that it was 0ot possible to do so as it was a rush job to be done
in 3 months and the whole thing wes really working under the war
svstem of stress and strain.

Intervening, the Comptroller and Aud. or General pointed out that
the stipulation in the contract was tha: the work must be done in
three months.  But actually the work was completed after nine
months. The representative of the Ministry of Defence, however,
contended that to start with, there was a great rush. It was only
later on that there was the cease-fire and then thev tried to slow
down the job. But most of the work was done in the first 3 to 4
months. The Engineer-in-Chief admitted that the contractor was
granted an extension of 6 months' time, as in the meantime there
had been e cease-fire,

The Committee, however, pointed out that under the cireums-
stances the 10b no longer remained a rush job, and even if it was a
rush job, the 1oad should have been executed according to the speci-
fications as otherwise the army wnuld be taking unnécmarv risks
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nad there been no cease-fire. The Ministry of Defence agreed that
there should have been adequate supervision and it should have been
seen that the work was according to the specifications. The only
point that could be made in extenuation, he added, was that on
account of this rush and the then impending crisis, the personnel
whose attention was diverted could not pay adequate attention to

this work.

125. When questioned whether at the time of the preparation of
fina! bills, there was any certificate recorded by a responsible officer
to the effect that the work had been executed according to specifica~
tions, the Engineer-in-Chief reolied in the affirmative.

When asked whether any disciplinary action was taken against
that officer. the Engineer-in-Chief stated that as the earbitration
proceedings started then it was decided to suspend the enquirv into
the disciplinary aspect of the case.

The Committee did not appreciate this as the arbitration for
settling  the  dispute between the Government and contractor had
nothing to do with the action to be taken by the Ministry against the
officer for giving a wrong certificate.

126, Further discussion of the case revealed that the work took
place in the Western Command and in the contract the Deputy Chief
Engineer, Eastern Command had bven designated as the arbitrator.
In the meanwhile, the Deputy Chiel Engineer. who had dealt with
this case in the Western Command was transferred as Chief Engi-
neer, Eastern Command and therefore. hecame the arbitrator

The Committee felt that it was highly objectionable for an officer
who had dealt with the case to become the arbitrator.

TThe Committee postponed further consideration of the case till
their next sitting].

27 The Committee then adjourned till 1000 hours on Tues iay,
the 28th October, 1958,

312 (Aii) LS -8
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Audit Report, Defence Services, 1957
Para 8—Execution of work below specification

129. The Committee resumed further consideration of this pgra.
The representative of the Ministry of Defence restated that the
agreement in this case contained a provision to the effect that all
disputes should be referred to the sole arbitration of the Deputy
Chief Engineer. Eastern Command. whose decision would be final,
conclusive and binding.  In this particular case, the Deputy Chief
Engineer who dealt with this contract in the Western Command
was transferred later to the Eastern Command and thus became the
arbitrator. Continuing, the witness stated that the policy to appoint
any officer as arbitrator by designation had since been changed and
now the Chief Engineer and the Engineer-in-Chief nominated offi-
cers to arbitrate in cases.

130. In reply to a question, the representative of the Ministry
stated that three claims were preferred on behalf of the contractor
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and one claim on behalf of the Government. The contractor's:
claims were on three counts:
(1) loss caused on account of non-supply of wagons:
— Rs. 37, 892}-
(2) supply of unsatisfactory stone-crushers and consequent
extra cost incurred:
Rs. 24,000)- and
(3) loss on account of salaries for 6 months to supervisory

staff caused on account of extension of contract:
Rs. 54, 414|-

ToraL: Rs. 1,16,306)-

The contractor, he added, also preferred a claim on three other
items, on which no award was made by the arbitrator. So, as
against Rs. 1,16,306 preferred by the contractor, Government pre-
ferred a claim for Rs. 55,770 on account of lower specifications of
the road surface.

Elucidating the point further, the witness stated that the arbi-
trator did not write a judgment but he gave his finding wherein
he said that Rs. 5,000 should be allowed as against Government's
claim for Rs. 55,770. No reasons for this were given in the award.
According to the witness, the arbitrator upheld the technical exa-
mination to the extent of Rs. 5,000 -.

In reply to a question, he stated that the Chief Technical Exa-
* miner was not himself examined by the arbitrator, but his state-
ment was referred to. After some discussion, the Committee de-
sired to be furnished with the following information:

(i) Who was responsible for making reference to the arbi-
trator and why no claim was made against the con-
tractor for his not having done the work according to
the specifications?

(i) On what grounds the claim of Government for Rs. 55,770
for the work done below specifications made against the
contractor was not accepted by the arbitrator?

131. The Committee were not sure whether there was any find-
ing of the arbitrator on the charges made by Government against
the contractor. But they felt that even if there was no such find-
ing, the award of Rs. 5,000 as compensation to the Government
established that he had accepted that the work had not heen exe-
cuted according to the specification. The Committee, therefore,
enquired whether any notice had been taken, at least after the
award, of the conduct of the officer who had certified that the work
had been executed according to specification.
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The witness admitted that the case disclosed lack of supervision
but action was not taken against the officer concerned because the
amount involved was Rs. 5,000 only and that too had been paid by
the contractor. Later, in 1956 a reference was made to the Minis-
try. But as already a good deal of time had elapsed, it was felt
that action against the officer might not be justified and even 41
action was initiated, probably nothing would have come out.

The Committee were unable to accept this plea as according to
Government Rs. 55,770 and not only Rs. 5,000 were involved. The
reprsentative of the Ministry of Defence stated that the appropriate
stages for taking disciplinary action against the officers concerned
were first in 1951 after the findings of the Technical Examiner and
next after the award had been made. But unfortunately, the per-
sons concerned did not deern it necessary to take disciplinary action
at either of those two stages, when it should have been taken.
This, however, came to the notice of the Ministry only in 1956 and
it was considered too late then to start disciplinary proceedings for
lapses and failings occurring in 1948-49.

The Committee desired that the Ministry should re-examine the
wlhole case and see whether there was any possibility of taking dis-
ciplinary action against the officers guilty of neglecting their duties.

The witness stated that there was no hesitation on the part of
the Ministry to take suitable disciplinary action against the wrong-

.doer but the difficulty now lay in getting evidence after a lapse of
SO many years.

132. When asked why the Engineer did not protect the interest
cf the State with an ‘escape’ clause in the matter of supply of Rail-
‘way wagon, which had resulted in the payment of Rs. 9,000 to the
contractor, the Engineer-in-Chief stated that they had learnt a
lesson from this case and had now stopped providing anyv such faci-
lity to the contractors.

133. The Committee drew the attention of the Ministry to their
recommendation (reproduced below) made in para 6 of their Report
i the Account of 1947-48 (post-partition).

‘....in the matter of arbitration between the Government and
the other contracting parties, it was generally the practice to refer
cases to one-man-arbitration for settlement. This is unsatisfactory.
We feel that in the matter of arbitration and appointment of arbi-
trators, the arbitration clause should provide for arbitration by a
tribunal of mot less than three persons one of whom should be a
high ranking judicial officer. In certain cases, however, if it is
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necessary to associate Departmental Officers, with the arbitration
in order that the facts of the case might be properly appreciated by
the tribunal, we have no objection to one of the members of the
tribunal being a departmental official,

_“We also suggest that similar action should be taken in respect
of other Ministries of the Government of India.”

They desired that this recommendation should be re-examined
and the decision taken in the matter reported to them. The Engi-
neer-in-Chief stated that in those days during the war and shortly
thereafter the arbitrator was specified in the contract and the per-
son holding the post so named automatically became the arbitrator..
But now it was not so. It has been laid down that an arbitrator
would be appointed by the Engineer-in-Chief depending on the size
of the work. He, therefore, submitted that there was no need for
a re-examination of the earlier recommendation of the P.A.C.

When asked whether it was proper to have allowed the parti-
cular officer to function as an arbitrator in this case, the witness
stated that the officer concerned wrote to both the parties asking
whether it would be right for him to act as an arbitrator. The con-
tractor did not nbject to his acting as arbitrator and Government
had also no reason to suspect that it would in any way be prejudi-
cial for he was not the officer who had either executed or super-
vised the contract; he had merely accepted the contract.

As the Officer had of his own accord, brought the changed cir-
cumstances to the notice of his higher authorities, it was enough
proof that he would act in a judicial manner. To a question, the
Secretary of the Ministry replied, that the Deputy Chief Engineer,
Eastern Command, referred the matter to his own Chief Engineer
and the matter was never referred to the Ministry.

134. The Committee desired to be furnished with information
on the following points arising out of their discussion:—

(a) whether the Ministry considered that the decision arriv-
ed at by the Chief Engineer was justified;

(b) does this particuar contractor still continue to be on the
list of approved military contractors?

(c) whether the arbitration clause in the present contract
was in complete conformity with the provisions of the
Arbitration Act and whether any improvement could
be made in this behalf in contracts in future; and
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(d) a note reviewing the whole question of appointment of
arbitrators, their functions and whether any provision
can be made in the terms of the agreement or contract
for an appeal against the arbitrator’s award.

The Committee also desired that as the Ministry were going to.
review the whole case and institute proceedings, the amount of loss
and infructuous expenditure etc. involved in this case need not be
written off till the review was over.

Para 24-Delay in the Investigation of losses

135. A cent per cent verification of stores in a MES Division in
1951-52 revealed shortages valued at Rs. 86,530. A Departmental
Court of Enquiry was convened on 16th September, 1952 to investi-
gate the loss. It was subsequently decided to convene a Staff Court
of Enquiry which was held on 6th May, 1953. Final orders of Gov-
ernment had so far not been received inspite of Government ins-
tructions (issued in 1949) that there should not be delay in the in-
vestigation of any loss.

136, The Committee winted to know the findings of the Staff
Court of Enquiry in this case. The representative of the Ministry
stated that the Staff Court of Enquiry recommended that 30 per
cent of the unadjusted discrepancies should be borne by the State
and the Garrison Engineer each; 10 per cent each by the Barrack
officer, the Supervisor and the two Store Keepers. These findings
were referred to the Area Commander who held that one of the two
Store-keepers should be responsible for some of the losses and his
sccurity deposits and undisbursed pay and allowances should be
withheld and adjusted against the losses. The police authorities
should be approached to prosecute the Store-Keeper who had been
absconding. After that a Civil suit should be filed to recover the
losses from him. The aren Comimander was, also, of the view that
the Garrison Engineer and three other officers who had been slack
in supervision and stock-taking respectively, should be proceeded
against departmentally; no recoveries should be affected from these
officers because the bad state of affairs was a legacy of the past.

Explaining the latest postition, the witness informed the
Committee that the three officers who had failed to do 100% stock-
taking had been warned. The Store-Keeper had been charge-
sheeted and it was proposed to the Ministry that the Garrison

Engineer be administered a warning. The Ministry were review-
ing the case.
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inordinate delays in taking action against the guilty officers could
be avoided. The witness stated that too many agencies in the way
and changes in personnel caused much delays and unfortunately the
procedure also seemed to encourage delays which, if the officers
were conscientious, should not be permitted. The Committee asked
the Ministry to review the whole procedure in order to eliminate
such delays. They also desired to be furnished with a note®* setting
forth the following information: —

(a) Are the three persons who were in charge of stores veri-
fications and were warned severely still looking after
stores verification work? If not, what are the duties
assigned to them now?

(b) Have they been subsequently promoted?
the posts held by them at present?

(c) Has the loss been regularised?
Appropriation Accounts (Defence Services) 1955-56 Section V
Review of Military Engineering Service: Para 24

138. In reply to a question the Committee were informed that
the contractors who had tendered the lowest, were on the approved
list of contractors. The Committee wanted to know the circums-
tances in which the lowest tenderers were not given the contracts.
They also desired to be furnished with the details of cases on the
basis of which the Financial Adviser has recorded in his review
that there were cases in which technical sanctions were not accerd-
ed prior to issue of tender documents.

139. Para 22.—The Committee desired to be furnished with
statement of the expenditure incurred by the M.E.S. every month

during the last three years.
140, Para 23.—In reply to a question, the witness stated that

action had been taken to recover as much as possible the amounts
of outstanding rents against Central Government Ministries, State
Governments, and private parties. As a result of the measures
taken the outstandings had come down to Rs. 1-95 crores from
Rs. 2:79 crores on the 30th September, 1957. In reply to another
question, he stated that a Special Officer had been appointed to
watch the recovery of such outstandings.

141. Para 28.—The Committee wanted to know the justification
for the increase in the expenditure on establishment in the M.E.S.
without corresponding increase in the work-load. The Engineer-
in-Chief stated that one of the reasons for this was the grant of
annual increments to the staff. Another reason was the increase of

If so, what are

a

*Not received, no! printed.
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planning work undertaken with a view to housing the Armed
Forces quickly. The Committee desired to be furnished with «
note giving the reasons for an increase in the expenditure on estab-
lishmentt without corresponding increase in the work load and tHe
amount of expenditure on staff employed in the planning during
the year under report. A comparative Statement for the 3 years
from 1954-55 was also called for.

142. The Committee then adjourned till 10.00 hours on Wednes-
day, the 29th October, 1958
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Ministry of Defence

Shri O. Pulla Reddi, Secretary.-
Shri R. P. Sarathy, Additional Secretary.
Shri S. D. Nargolwala, Joint Secretary.

Rear Admiral D. Shankar, Director-General, Ordnance:
Factories.

Major General Pratap Narain, Controller General of De--
fence Production.

Ministry of Finance (Defence)

Shri S. Jayasankar, Financial Adviser.
Shri D. S. Nakra, Additional Financial Adviser.
Shri Phul Chand, Controller General of Defence Accounis.

Ministry of Finance (Department of Economic Affairs)
Shri Shiv Naubh Singh. Additional Budget Officer.

144. At the outset. the Chairman referred to the instructions
issued by the Ministry of Defence to the Ordnance Factories to un-
dertake production only against firm orders pursuant to earlier re-
commendations of the Committee. He also stressed the fact that
the D.G.OF. should see wheher production had been established
in the factories before he took action to indent for the raw materials
etc. on a bulk order. Otherwise, he should start with the experi-
ments on an economic scale with a view to establishing the tech-
nique of production.

The Chairman also emphasised that in case of new items of
manufacture, the user services should alwavs place an ‘educational
craer with the Ordnance Factories., in the first instance, before
placing a large scale order. He expressed the hope that the Minis-
try were agreeable to these suggestions. The Secretarv. Ministry
of Defence replied in the affirmative.

Functions of the D.G.OF, CG.DP. & M.GO.

145. The Committee wanted to know the respective functions of
the D.G.O.F., C.G.D.P. & M.G.O. in the matter of provisioning, plan-
ning and production of Defence Stores and also about the adminis-
trative machinery which the Ministry had, to ensure that there
was no over-lapping of their functions and responsibilities and
there was close co-ordination between them.



84

The representative of the Ministry of Defence stated that one
«of the main functions of the C.G.D.P. was to co-ordinate develop-
«ment and research not only in the Ordnance Factories but in the
.private sector also. The M.G.O. was one of the Principal staff offi-
.cers who controlled all the Ordnance Depots. The D.G.O.F. was in-
.charge of all the 19 Ordnance Factories engaged on the manufac-
ture of stores required by the Defence Forces. When asked whe-
ther the C.G.D.P. took any special steps to establish manufacture
of an imported item which was not being produced in the country,
.the witness stated that it was one of the primary functions of the
C.G.D.P. When asked what organisation he had under him and how
+did he do that work, the witness stated that the necessary estab-
lishment had been sanctioned only a week back. Every indent
for Defence Stores which required foreign exchange would be
examined by this establishment with a view to seeing whether that
:store could be manufactured indigenously.

146. In reply to a further question, the witness stated that on
‘the recommendation of the Baldev Singh Committee, the post of
‘C.G.D.P. was created in September, 1957; prior to that a Joint Sec-
retary in the Ministry functioned as Joint Secretary-cum-C.G.D.P.

The Committee asked whether it was not possible to entrust the
manufacture to the D.G.O.F. after the Scientific Adviser had drawn
the designs and drawings. The witness stated that after the Scienti-
fic Adviser’s Department had finished their job of designing a new
weapon or equipment, the C.D.G.P. stepped in for establishing pro-
duction. His officers went round wherever production facilities
were available both in the Ordnance Factories and outside, guided
the persons in manufacturing work and tested the various proces-
ses in the production.

The Committee observed that if the C.G.D.P. had to work
through the Ordnance Factories, why should not the task be en-
trusted to the D.G.O.F. who was incharge of those factories. The
‘witness stated that in the new set up, the D.G.O.F. would manufac-
ture only what had been given to him. He was looking into the
development of manufacturing technique of new items previously.
But he could not do it efficiently and that was one of the reasons for
transferring that work to the C.G.D.P.

E'ucidating the point, the C.G.D.P. stated that the whole pro-
.cess consisted of five stages, namely, requirement, research, deve-
lopment, production and inspection. These five stages could not be
treated separately and by themselves. The C.G DP.s organisation,
he added. had to coordinate them.



147. The Committee, were however, not satisfied with the ex-
planations given and they desired to be furnished with further in--
formation on the following points:—

(i) What was the justification for the creation of the post.
of C.G.D.P.? What are the functions assigned to him
and how far has it helped in developing production ete.?’

(ii) A note stating the functions of the C.G.D.P., D.G.O.F. and
M.G.O. with special reference to their role in the mat-.
ter of co-ordination, research, development and design-
ing in respect of the production in the Ordnance Fac-:
tories for the three services and liaison with civil indus-
try for meeting defence requirements. Is there any
overlapping in their functions?

(iii) What is the control, administrative, technical or other-
wise exercised by C.G.D.P. over the D.GIOF.? Is there
enough freedom of action for the D.G.OF.?

(iv) What is the role of the Ministry in the matter of placing:
of educational orders with the D.G.OF.? Are they
routed through the C.G.D.P. and if so, what check is
exercised by that officer thereon? Have there been uny
instances in which the C.G.D.P. succeeded in establish-
ing indigenous manufacture of imported items in the
private sector?

(v) Have the Ministrv of Defence undertaken an examination
about the utility of the office of C.G.D.P. in the light of
the recommendatians made in this behalf by the Baldev-
Singh Committec?

(vi) How far has the establishment of the office of the C.G.D.P.
helped the Ministry in the greater utilisation of indi-
genous materials and minimising the imported ones?

(vil) A statement showing the volume of work got executed’
by the private sector during the last 3 wvears or so, es-
pecially covering the period following the creation of
the office of the C.G.D.P.? Has the possibility of get-
ting the various items manufactured by the Ordnance
Factories since been explored? If so, with what re-
sults?

148. The Chairman next referred to the recent visit of the Com-
mittee to the various Ordnance Factories and observed that in the
Committee’s opinion the research and designing sides he further
strengthened and steps taken to allot more work to the factories. The:



awitness informed the Committee that the factories were taking up new
pprojects like the manufacture of trucks and tractors.

The Committee, pointed out that even in regard to the present items
of production there was considerable scope for augmenting produc-
tion. They also felt that the cost of production of many products was
.also higher than the prevailing market prices.

In regard to the latter, the Secretary, Ministry of Defence informed
‘the Committee that the costing system in force in the Ordnance Facto-
;Ties was out-moded and very complicated and was under examination.
“The assistance of the Comptroller and Auditor General was also being
sought for streamlining the system. The Committee desired to be
furnished with a note stating the measures that had been taken by the
Ministry to ‘bring down the cost of such articles manufactured by the
-Ordnance Factories for civil trade so that they could compete in the
-market.

The Committee also felt that the Ministry should devise model
-agreements to help them in concluding agreements with various par-
‘ties so that the financial interests of Government were well safe-

-guarded.

149. Referring to the disclosure made by the Superintendents of
-certain Ordnance Factories visited by the Committee that they were
‘not receiving either copies of the Audit Report (Defence Services)
or the Report of the P.A.C. dealing with them, the Committee desired
that in future relevant extracts from such reports should invariably
-be communicated to the various Units/Factories/Installations etc.
for their future guidance and use. The Secretary, Ministry of De-
fence agreed with the suggestion of the Committee.

The Committee then enquired whether the Director General
‘of Ordnance Factories had any plans for the re-organisation of the
‘factories and increasing their output. The D.G.O.F. informed the
Committee that he had examined the problem and hed come to the
-cenclusion that production could be augmented substantially if two
things were done. One was that of analysing the idle capacity or
idlc man-power in the factories and devising the most econom-
wal method of utilising them for greater production, But even with-
out waiting for that, production could be pushed up by 40 per cent. if
the flow of materials was speeded up, which was the major problem
:in the Ordnance Factories at present. The D.G.O.F. pointed out the
defects in the present procedure followed by the Factories which
were time-consuming. In his opinion the procedure required revision.
In brief, his suggestions were (i) provisioning of materials should be
-made centrally, (ii) simplifications of the procedure of communica-
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4ion between the factories and the D.G.O.F’s Headquarters and (iii)
setting up of a small unit for collecting basic data for all the materi-
als required for each type of ammunition for which they normally
-expected orders. In order to execute the work within as short a time
as possible, he urged, they must have a complete and clear picture of
what was required and whether that was available in the country
.or not. There should be a Standard Office next to his production
control section. There was a proposal to set up a Methods Division
under the D.G.O.F., the main task of which would be to analyse past
performancé. He hoped that this type of administrative audit would
improve efficiency and ensure elimination of waste.

Audit Report, Defence Services, 1957

Para 9(a)—Excessive purchases of materials

150. According to the Audit Report out of a total quantity of 240
tons of a certain material (required in the manufacture of an ammuni-
tion) purchased in 1952 and 1953, only 8 tons had been utilised up to
February, 1956. After reserving a quantity of 83'5 tons for possible

cust o future, the balance of 148'5 tons valued at about Rs. 8 lakhs,
.had been declared surplus. The actual loss on that account could,
however, be ascertained only after the final disposal of the surplus.

The estimate of requirement of that material was originally made
by the D.G.OF. in March. 1950. at 260 tons on the basis of a forecast
of demand for 6,500 units of the ammunition intimeted to him by the
Service Headquarters earlier. Actual firm demand placed on the D.G.
O.F. in March, 1951. was, however, for 3,000 units only. According to
audit comments, a pro rata reduction in the indent for the ingredient
should have then been made. Instead, a reduction of only 20 tons in
the indent was ordered in August, 1952 and the balance of 240 tons was
purchased.

Eight tons were used in the manufacture of 190 units of the am-
munition.,  Another batch of 1,133 units of the ammunition was also
manufactured during the same period without using this particular
ingredient as @ different process not involving the use of this ingre-
dient had 1o be adopted as other materials necessary for the older
process were not arailable.

151. The D.G.O.F. admitted that the excessive purchase of stores
in this case was mainly due to lack of real knowledge of what the
situation was. Referring to the Audit comments that actual loss on
this transaction could be ascertained only after the final disposal of
the surpuls, the D.G.OF. informed the Committee that subsequently



demand for that particular item of stores had risen and as it was stil}
serviceable, there would be no loss on that account. To a question, the-
witness stated that out of the 240 tons, 43 tons had already been used
up to 30th April, 1958. The Committee, however, desired to be fur-
nished with a *note giving information on the following points: —

(a) Why was not the indent for the stores referred to in this.
para reduced? What action has been taken against the

officials responsible for this lapse?

(b) When were the other ingredients required in the manufac-
ture by original process ordered? Were they indigenous
or foreign? If the supply position of the other ingredients
was not clear, why was the material referred to in this
para ordered which could not have been used without the

other ingredients?
Para 9(b)—Excessive purchase of varnish

152. A quantity of 11,250 gallons of varnish valued at Rs. 1,72,134
which formed the major part of 15,250 gallons procured by the D.G.
O.F. during 1950 and 1951 had to be disponsed of, as surplus material,
in March, 1956, at a loss of Rs. 1,61,634. The varnish was required for
the manufacture of a certain store and the quantity that was purchas-
ed had been calculated on the ‘basis that 25 gallons were needed for
manufacturing 1.000 units of the store against 6 gallons actually re-
quired,

153. Explaining the position, the D.G.OF. stated that the particular
factory which received the estimate had been closed down after the
war and it was just in the process of re-starting. The factory should
have checked the estimate, but unfortunatelv that was not done and
subsequently when it became known that there was surplus. action
should have been taken to dispose of the item earlier.

The Committee desired to be furnished with a note giving infc. ma-
tion on the following points: —

(a) Who were the officers responsible for purchasing excessive
quantity of varnish? Was any disciplinary action taken
against them? If not, why not?

(b) Why was the surplus not disposed of immediately when
there was no demand for the store after September, 19507

(c) How was the surplus material disposed of in this case’ Who-
was the purchaser?

——

*Not printed.
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To a question what action the Ministry proposed to take in future
when they would be confronted with surplus stores, the Secretary,
Ministry of Defence stated that in order to prevent the recurrence of
such cases in future, the D.G.O.F. had issued instructions to all the
‘Ordnance Factories impressing upon them the necessity of preparing
«correct estimates, The Defence Ministry had also issued instructions
to the D.G.O.F. that all cases of losses due to over-provisioning of
stores should be properly investigated.

154. To a question whether it would not be the duty.of the Minis-
try in future, when such cases occurred, to investigate and fix the res-
ponsibility of officers who might be responsible for such surplus, ins-
tead of waiting for so long, the Secretary, Ministry of Defence replied
thet in the orders issued, one of the points made was:

“The D.G.OF. is, therefore, requested in future whenever a
loss occurs in Ordnance Factories due to over-provision-
ing of stores, the reasons for the over-provisioning
should be investigated and remedial measures should be
taken promptly.”

He further stated that ‘remedial measures’ included disciplinary
action also. The Committee, however, suggested that to avoid any
misunderstanding the words “remedial measures should be taken
promptly” should be substituted by the words *“commencement of
proceedings for disciplinary waction and other remedial measures
should be taken” in the instructions issued by the Ministry. The
Secretary, Ministry of Defence accepted the suggestion.

In reply to another question, the witness stated that the surplus
stores were disposed of by the D.G.S.&D. who realised a sum of
Rs. 10,500, but the name of the purchaser was not readily available.
It had to be obtained from the D.G.S.&D.

Para 9(c) —Excessive purchase of a material

155. A quantity of 10,400 sq. ft. of @ certain material valued at
Rs. 40,135 (which formed the major part of a quantity of 11,260 sq. ft.
purchased locally by an Ordnance Factory during 1950-51) had to be
-disposed of as surplus in September, 1955 at a loss of Rs. 27,371. It
was found that only 100 sq. ft. of the material had been used in the
particular production for which the material had been purchased.
Report of a Board of Enquiry which was constituted to investigate
this case in 1956 was stated to be under the consideration of the
DG.OF.

156. The representative of the Ministry of Defence informed the
Committee that the Board of Enquiry had held responsible for this

312 (Aii) L.S.-1.



90

over-provisioning one checker (now working as @ Lower Division
Clerk), an Upper Division Clerk, a Store-holder and an Assistant
Works Manager. The Estimates Section, he further stated, gave the
correct information in that only 173 sheets of the material would be
required. But while preparing the indent, the checker put it as 2005
running feet. That was passed by the U.D.C., the Store-holder and also
by the Assistant Works Manager. It was further changed to 2005
sheets and a sheet was 34” long. The Store-holder had been dismissed
on some other charge of corruption. The Assistant Works Manager
had retired. The Store-holder, who was the Executive Officer, should
have checked whether the indents were correctly prepared. The
checker and the U.D.C. were still in service and according to the for-
mer 2,005 feet of the material were changed to 2,005 sheets at the ins-
tance of the Store-holder.

The Committee wanted to know whether the Board of Enquiry
investigated into the motives of over-provisioning by the various offi-
cials concerned. The witness stated that the Board felt that the
motives were not honest.

157. The Committee then enquired whether the Ministry while
declaring the surpluses to the D.G.S. & D. gave him the brief history
or the manner in which these things had developed into surpluses,
their purchase prices, book value etc. The Secretary, Ministry of
Defence stated that when the surpluses were made over to the
D.G.S. & D. for disposal, he was also supplied with a statement con-
taining information about the stores, their quantity, book value,
original purchase price, year of purchase, etc. The Committee, how-
ever, desired to pursue this matter further with the representatives
of the Ministry of W.H. &.S. and the D.G.S.&.D. when they appeared
before them.

In the meantime the Committee desired to be furnished with
a *note giving information on the following points: —

(a) When was the over-provisioning detected? Why was the
Board of Enquiry appointed so late as in August, 19567

(b) At what price the stores in question were purchased ori-
ginally and sold later on? What wuas the market price
ruling at the time of its sale? From whom were these
purchased and to whom were these sold by the
D.GS.&D.?

158. The Committee then adjourned till 10.00 hours on Thursday,
the 30th October, 1958.

*See Appendix VIII.
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WITNESSES

Ministry of Defence
1. Shri O. Pulla Reddi—Secretary.
2. Shri R. P. Sarathy—Additional Secretary.
3. Shri L. N. Nadkarni—Joint Secretary.
4 Rear Admirael Shankar—D.G.O.F.
5. Major General Pratap Narain—C.G.D.P.
6. Capt. Balwant Singh, LLN.

Ministry of Finance (Defence)
Shri Jayasankar—Financial Adviser.
Shri Phul Chand—C.G.D.A.
Ministry of Finance (E. A. Department)
Shri Shiv Naubh Singh-—Additional Budget Officer.

Establishment of a fully equipped modern plant for manufacture of
certain latest types of ammunition—Para 15 (pages 10-13) of Audit
Report, 1957

160. An agreement was concluded with a Swiss Firm in August
1950 for the establishment of a fully equipped modern plant for
manufacture of ammunition of two calibres. The agreement stipulat-
ed manufacture of the ammunition of the Company’s design and
provided for the commencement of full production by 1st April, 1951.
But this schedule of production was not adhered to by the Company.
In para 34 of the Fourteenth Report of the Public Accounts Committee
it was stated that as against the total machinery of the order of
Rs. 53 lakhs to be supplied by the firm only machinery costing Rs. 1*3
lakhs had been received by 1st April. 1951.

The audit paragraph under reference disclosed the following
further details about this transaction:—

(1) So far the production of two types of the smaller calibre
ammunition only has been established and regular production under-
taken from 1854-55 and 1955-56. As regards the third type, manu-
facture could not be started due to extensive failures in proof. The
factory had been asked to suspend production pending finalisation
of the new design of this ammunition.

(2) The manufacture of the ammunition of the higher calibre
was discontinued in 1954 as the User Service preferred the British
design to the Company's design. Although it has been stated that
the machinery provided by the firm was capable of manufacturing
the ammunition of the British design also, the plant and machinery
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of the value of Rs. 17°91 lakhs was at present lying idle as the matter
was still in the planning and experimental stage.

(3) The ceiling limit fixed in the agreement for the cost of ser-
vices, machinery, equipment, etc. was Rs. 125-27 lakhs. Although
full production of all the types of ammunition contemplated in the
agreement has yet to be achieved and payments should according to
the terms of the agreement, have been restricted to a figure lower
than the ceiling till full production was attained, an erpenditure of
Rs. 164 lakhs (approx.) had already been incurred, thus exceeding the
ceiling. Further an advance payment of Rs. 8'17 lakhs had already
been made against the sum of Rs. 272 lakhs, payable in terms of
clause 11 of the contract agreement. It has been estimated that mat-
erials and machineries worth Rs. 1.38 lakhs have yet to be supplied
by the firm. Government of India are withholding a sum Rs. 7-8
lakhs (approx.) due to the Company and further payment would
only be made after all plant, machinery, materials and ‘know how’ as
stipulated in the agreement were supplied.

(4) The overall cost of the project including payments to the
Company, exrpenditure on buildings, plant and machinery etc. was
revised in 1955 from Rs. 370 lakhs to Rs. 470 lakhs,

161. The Committee were informed that considerable difficulties
were being experienced by the Ordnance Factories in manufactur-
ing the lower calibre ammunition and it had not been possible to
fully establish its manufacture. Although this ammunition had
been tested and tried successfully in Switzerland, its manufacture
in India proved difficult. At first the ammunition failed in tests
because of certain defects in the shell.  Though initially the
Services were blamed for not using the ammunition correctly, it
was proved subsequently that the defects were either in the design or
manufacturing process of the ammunition. The manufacture, was,
therefore, suspended. As a result of further experiments carried
out, a new design had been developed eliminating the eariler defects.
But the manufacture has not yet been resumed. In reply to a ques-
tion it was disclosed that the ammunition referred to above was be-
ing used in the Vampire Air-craft only which were being replaced
in the near future. The total exrpenditure on this unsuccessful under-
taking was Rs. 37-52 lakhs (approx.)

Replying to a further question, the representative of the Defence
Ministry informed the Committee that the foreign Company with
whom Government have entered into an agreement, was manufactur-
ing the lower calibre ammunition in its factory in the foreign coun-
try. It had a steel case whereas the British proto-type to which
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Services in India were used, had a brass case. The ammunition with
steel case was tried out successfully in the foreign country in the
presence of Indian Officers but it transpired later that the gun used
in the foreign country was different from the British type in use in
India. The Committee wanted to know the names of the Indian
Military Officers who witnessed the trial and certified the ammuni-
tion without checking whether the gun from which it was being fired
was of the British type or the Continental type. They felt that the
question of fixing responsibility and taking suitable action against
the officers who were connected with this unhappy transaction
should be properly gone into.

162. In regard to the ammunition of the higher calibre, manu-
facture of which weas discontinued in 1954 as the Service did not
accept the Company’s design it was stated that the original agree-
ment was in respect of lower calibre ammunition only. Later on,
the Company stated that it could produce the ammunition of higher
calibre also with certain additions and alterations to the plant,
which was agreed to by the Government. The User Service was
not consulted at that time. The Committee desired to know the
reasons for entering into an agreement with the firm for this type
of ammunition without consulting the User Service,

The Committee felt that this case should be gone into by e
Sub-Committee. The representatives of the Ministry were, there-
fore, asked to furnish further information stating the circumstances
leading to the agreement, the various defects and drawbacks therein,
the officers connected with the deal. as well as the financial aspects
of the project viz., the total investment, losses due to purchase of
unwanted stores, non-utilisation of plant and machinery, overpay-
ments made to the Company and the claims of Government out-
standing against the Company and how it was proposed to settle
them.

Un-Coordinated manufacture in excess of firm demands—Para 16
(page 13) of Audit Report, 1957

163. Two Ordnance Factories were entrusted by the D.G.O.F. with
the manufacture of an ammunition. The filling of the ammunition
and packing in cylinders was done by these two factories while the
manufacture of components and other items was carried out partly
by them and partly by various other Factories. While the filling of
the ammunition was restricted to irm demands from the services,
the manufacture of components was subjected to no restriction.
The firm demands for the ammunition ceased after September, 1950
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but the D.G.O.F. did not issue instructions to the Factories manufac-
turing components to suspend production until the 18th June, 1953.
As a result surpluses of components and other items totalling about
Rs. 83'44 lakhs got accumulated.

164. The Committee were informed that as a result of further
orders received from the Services the position had since improved
and stores worth Rs. 50 lakhs would now be utilised. There were
possibilities of the utilisation of further quantity in the subsequex}t
years.

It was explained that the loss was attributable to a great extent
to the defective planning and provisioning procedure obtaining at the
time. Until 1952, according to instructions in force, the Ordnance
Factories went by the provision targets indicated by the M.G.O. and
did not restrict production according to the firm demands. The
procedure has since been revised and instructions issued to the effect
that provisioning of the raw materials and manufacture of compo-
nents should be restricted to the firm demands only.

Avoidable expenditure due to non-cancellation of an inter factor,
demand—Para 17 (Page 14) of Audit Report, 1957

165. This para disclosed an irregularity similar to that indicated
in the preceding paragraph. In February, 1953 on Ordnance factory
placed an order for the manufacture of a certain store on another
factory. This demand was cancelled by the D.G.O.F. in September,
1953 and both the factories were intimated accordingly. The feeder
factory, however, did not receive the orders and continued to manu-
facture the store till June, 1955, when alone it was stopped on a
reference from the indenting factory. Between September 1953 and
June 1955 stores worth Rs. 7.82,689 were manufactured by the factory.
Earlier in November, 1953 the feeder factory had intimated to the
indenting factory that supplies had commenced and the stores would
be supplied to it regularly; but the latter failed to inform the feeder
factory that the demand had been cancelled and that further pro-
duction was not necessary.

166. The representative of the Ministry of Defence stated that
a Board had been constituted in July, 1958 to enquire into the circum-
stances leading to this evoidable expenditure and to fix responsi-
bility on the officers at fault. The Committee, however, noted that
action to constitute the Board was taken by the Ministry of Defence
after a lapse of three years and only after the matter was brought
to notice by Audit.
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The Committee desired to know why the D.G.O.F. who was also
kept informed of the progress of manufacture failed to detect that
his cancellation order of September 1953 was not being implemented
by the feeder factory. In extenuation the D.G.O.F. stated that
under the old system of placing of inter-factory orders it was not
possible for the D.G.O.F. to watch or control the manufacture of
components at the various factories. The system is under revision
and the work of placing of orders would be centralised in his office.
The Committee desired to be furnished with copies of the order
l4ying down the old and revised system.

Accumulation of items of work-in-progress—Para 18 (pages 14-15) of
Audit Report, 1957

167. In an Ordnance Factory the value of work-in-progress has
been progressively increasing for the past few years while the total
work done has been generally decreasing. In 1850-51 the percen-
tage of work-in-progress to total production was only 37, it rose to
61 in 1952-53 and 85 in 1955-56. A comparative analysis of a few series
of work orders indicated that in many cases, semi-finished articles
are being manufactured and carried forward from year to year with-
out any plan for their utilisation in manufacturing finished articles.

168. In extenuation the D.G.O.F. stated that at times certain
ttems were manufactured in the absence of proper designs and
specifications having been received from the Services, either in order
to develop their own designs or to meet urgent requirements. He
further stated that it was not possible to restrict the production of
work-in-progress on a financial vear basis as the manufacturing pro-
cess was continuous and there would be certain items to be carried
forward to subsequent vears. Efforts were, however, being made to
avoid overproductions. In reply to a question as to how much of the
accumulated stock would be utilised in further production and to
what extent there has been an infructuous expenditure, the D.G.OF.
stated that a special review was being conducted of all the outstand-
ing items and it would then be possible to determine the exact
position.

Stock verification in Ordnance and Clothing Factories—Para 20
(page 16) of Audit Report, 1957

169. The stock verification conducted in five factories during 1955-
56 was not complete as it did not cover materials worth Rs. 77-38
lakhs (scraps Rs. 29-28 lakhs, steel blooms and billets Rs. 3578
lakhs and timber Rs. 12-32 lakhs) which have remained unverified
for the past few years.
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The non-verification of the above materials in these five factories
has been attributed mainly to bulk and wide dispersal of stores and
difficulties in hhndling and weighing and was condoned by Govern-
ment in November, 1956.

The result of stock verification in all factories taken as a whole
disclosed surpluses and deficiencies amount to Rs. 9,55,602 and
Rs. 7,85,291 respectively.

170. In extenuation the D.G.O.F. stated that the scrap in the
Ordnance Factories was of two kinds; that which was bought from
other people (for making steel) and that which was arising out of the
work of the factory. With regard to the latter type only brass
scraps were at present being disposed of for which the D.G.O.F. had
personally accepted the responsibility of ensuring its proper disposal.
At present the material was being given to the Director of Small
Scale Industries at a fixed rate. It was now propsed to convert these

scraps into sheets which could be utilised in the manufacture of
utensils.

As regards the steel scrap which was being obtained from the
Railways, the D.G.O.F. stated that the cost of verification of the
scrap up actual weighment was in his opinion for greater than any
possible errors that might be discovered. The normal practice was
to verifyv it by cubic estimation and it was proposed to store the
scrap in such a manner that it was capable of being measured by
cubic estimation. Another method of verification was through the
finished articles i.e., bv comparing it with the quantity of converted
steel. He added that the condonation of stock verification of the
scrap due to difficulties in weighing did not mean condonation of
deficiencies.  The items are being verified and the surpluses and
deficiencies were regularised in the normal manner.

Stock verification in the Navy—Para 21 (Pagé 16-17) of Anudit
Report, 1957

171. In a principal Naval Store Depot, stock verification during
1955-56 revealed discrepancies in 2,337 items out of 67,443 items in
stock. Tt was stated that in a majority of the cases the surpulses
and the deficiencies were attributable to difficulties in identifying
certain items from others bearing a common pattern number of
other close resemblance.

Hundred per cent verification of consumable stores conducted in
a ship during 1955-56 disclosed surpluses and deficiencies to the
extent of Rs. 12,905 and Rs. 56.567 respectively. It was stated that
the deficiencies appeared to have accumulated over a period of years.
due to non-completion of ledger-posting inexperienced staff and'



defective methods, although in each of these years a certificate of
stock verification had actually been furnished.

In evidence the representative of the Ministry of Defence stated
that the Audit para referred to the flagship I.N.S. Delhi, which car-
ried a large number of items of Naval Stores. Because of the condi-
tions under which such large ships operate, it was not possible to
carry out a stock verification every year and it was for this reason
that the Government had ordered that stock on these ships might
be verified once in 18 months. The stock taking was now being done
continuously. The deficiencies pointed in the Audit para had since
been regularised and remedial measures taken to ensure proper stock
verification in future,

Purchase of Unwanted Store—Para 13 (page 9) of Audit Report, 1957

172. Out of a quantity of 9040 Ibs. of a certain store purchased
by a Naval Stores Officer in November, 1951 through the Purchase
Organisation, at a cost of over Rs. 57,000 only 998 lbs. have been
issued during a period of over 6 years, upto the end of January, 1958.

The purchase was stated to be to meet two years’ requirements.

On a question as to the basis of the provisioning made by the
Naval Stores Officer the Committee were informed that the details
on the basis of which this demand was placed were not available.
The Naval Stores Officer was on deputation from the British Admi-
ralty and had since been reverted. It was, therefore, not possible
to take any further action in the matter. Remedial measures had,
however, been taken to prevent such irregularities in future.

173. The Committee then adjourned to meet again on the 3lst
October, 1958 at 1000 hrs.
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WITNESSES
Ministry of Defence
Shri O. Pulla Reddi, Secretary
Shri R. P. Sarathy, Additional Secretary

Shri B. G. Rau, Joint Secretary
Shri B. V. Baliga, Managing Director, Bharat Electronics (P)
Ltd., Bangalore

Air Vice Marshal A. M. Engineer, Managing Director,
Hindustan Aircraft (P) Ltd.
Shri Bahedur Murao, Financial Manager, H.A.L.

Major General Harkirat Singh, Offg. M.G.O. & D.M.E., Army
Headquarters.

Major General R. N. Nehra, D.O.S., Army Headquarters.

Major General P. S. Chowdhury, Offg. @ M.G., Army Head-
quarters.

Lt. Col. A. N. Vasudeva, Chairman, Board of Administration,
Canteen Stores Department,

Ministry of Works, Housing and Supply

Shri M. R. Sachdev, Secretary.
Shri V. N. Rajan, Director General of Supplies and Disposals.

Ministry of Finance (Defence)
Shri S. Jayasankar, Financial Adviser.
Shri Phul Chand, Controller General of Defence Accounts.
Ministry of Finance (E. A. Department)
Shri Shiv Naubh Singh, Additional Budget Officer.

175. The Committee took up further consideration of the Appro-
priation Accounts (Defence Services) 1955-56 and Audit Report,
1957.

Bharat Electronics (P) Ltd., Bangalore

Para 14 of Audit Report—Capitalisation of Revenue Expenditure.

176. The Committee wanted to know the justification for capital-
ising the loss of Rs. 18,87,472 which the B.E.L. suffered up to the date
of commencement of production by the factory viz. 1st January, 1956
and added it to the value of various assets. In extenuation, the
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Defence Secretary stated that the loss in question actually repre-
sented the pre-production expenses of the company which were
prior to the factory going into full production and were of a capital
nature. (Such expenses had been shown as losses in the accounts
for the year 1954-55).

The Comptroller and Audit General pointed out that before
accepting the suggestion of the Company’s auditors, the matter
should have been referred to him for advice. He added that the
losses included besides the preliminery expenses, trading losses
which should not have been capitalised. The representative of the
Ministry of Finance (Defence) stated that the entire amount related
to preliminary expenses of the company before it went into produc-
tion. He, however, admitted that it was not correct in principle to
have capitalised and arbitrarily allocated it over different tangible
assets when actually there had been no real addition to those assets.
He assured the Committee that this was not done to camouflage the
loss by absorbing it in assets. The B.E L. could charge off a part of
it to revenue in the form of depreciation.

The representative of the Defence Ministry stated that of the 3
methods suggested by the company’s auditors for adjustment of
these expenses, the Board of Directors adopted the one involving
capitalisation and allocation to the various assets. The whole question
was, however, now under re-eramination,

Pages 176-177 of Appropriation Accounts 1955-56—Second Annual
Report—Production

177. The Committee drew attention to the set-back in the produc-
tion programme of the company because of the users asking for
modifications in the receiver and the transmitter selected for manu-
facture and wanted to know whether proper research and planning
was made before undertaking the manufacture of these equipments.
The representative of the B.E.L. stated that the Company selected
for production the equipments manufactured by their French Colla-
borators which came closer to the specifications of the users and
made certain modifications to suit the users’ operational require-
ments. The intrinsic value of the equipments had increased as a
result of these modifications.

178. Referring to the recommendation made in para 43 of their
6th Report (Second Lok Sabha) that ‘the capacity of the factory
should be put to the best possible use and to this end the Govern-
ment, the user services and the B.E.L. should address themselves
earnestly’, the Committee enquired of the progress made in this
behalf. The representative of B.E.L. stated that as suggested by the
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Committee, a Commercial Department had since been established to
keep closer touch with the user departments for ascertaining their
requirements. The B.E.L. were also negotiating with certain other
firms to find out how best the requirements of the users could be
met in a larger measure in collaboration with them. Further as a
result of demonstration of certain French equipments to the satis-
faction of the user departments, 3-5 equipments have recently been
put on the production line.

As regards the utilisation of the capacity of the B.EL. by the
Defence Services, it was stated by the representative of the Defence
Ministry that an assessment of the requirements of the three Services
had been made and communicated to the B.E.L. who were examining
as to what extent these could be manufactured by them. The repre-
sentative of the Ministry of Defence added that at present only a
little proportion of the capacity of the factory was being utilised for
the production of equipment for the Defence Services, B.E.L. had
recently undertaken the manufacture of a wireless set (W.S. 62)
for the use of Army and Assam Rifles. In reply to a question it was
stated by the representative of the B.E.L. that the idle capacity of
the factory at present came to 50%,.

The Committee desired to be furnished with the information on
the following points in this connection:

(i) What is the amount of foreign exchange spent on the
import of electronic equipments by the Defence Services
during the last two years which could have been manu-
factured by the Bharat Electronics (P) Ltd., had the
user Services agreed to certain alterations in thelr
specifications.

(ii) A note stating the extent to which the installed capacity
of the BEL. is at present being utilised for production
of equipment for Defence Services and other Civil
Departments and in what proportion? What are the
reasons for noncutilization of the full built-up capacity of
the factory and what measures are proposed to be taken
to utilise it fully?

Manufacture of Valves

179. The Committee then referred to the question of manufacture
of valves by the BEL. which was dealt with in para 47 of their 6th
Report (Second Lok Sabha) and wanted to know the present posi-
tion in this regard. The Defence Secretary stated that the B.E.L.
had come to an agreement with a firm from Holland on certain
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matters and had applied for a licence to the Ministry of Commerce-
and Industry. An important point which was still under considera-
tion was whether the production of valves should be wholly in the:
Public Sector. The representative of the Ministry of Finance
(Defence) stated that two firms from the private sector had also
applied for licences for the manufacture of valves. The Defence
Secretary disclosed that the Dutch firrn with which the B.E.L. were
negotiating for manufacture of valves, also wanted to collaborate
with one of the two firms in the private sector who had applied for
licences. In reply to a question, the representative of the B.E.L.
stated that the present demand for the commercial valves in the
country was of the order of approximately -8 million which was.
likely to go up to about 1'8 million in a few years if the broadcast
receiver industry developed to the extent contemplated by the
Ministry of Commerce and Industry. The B.E.L. were also aiming
at a production capacity of 1'8 million wvalves which could be
increased if the demend also went up. They would accordingly be
able to meet the entire demand of valves in the country at present
and in the near future also.

The Committee decided that their earlier recommendation that
the valves should be manufactured in the public sector with a view
to utilising the built-up capacity of B.E.L., might be brought to the-
notice of the Ministry of Commerce and Industry.

Hindustan Aircraft (P) Ltd.
Appropriation Accounts (Defence Services) 1955-56—Pages 166-175-
Profit & Loss

180. The Committee wanted to know the reasons for decline in
profits of the H.A.L. from Rs. 11-93 lakhs in 1953-54 to Rs. 3'52 lakhs
in 1954-55 and Rs. 6°58 lakhs in 1955-56. In extenuation the Defence
Secretary stated that the profits for the year 1953-54 included certain
additional incomes for supplementary claims on the previous year’s
sales viz. refixation of prices which accounted for profit of Rs. 8 lakhs..
In reply to a question it was stated that the increase of Rs. 3 crores
in the subscribed capital of the company during the year 1956-57
was made to finance new capital projects which would not bear
revenue for some years. The profit for the year 1956-57 was
Rs. 32:28 lakhs before providing for contribution on account of
gratuity to the employees and to the various reserves.

Sales

181. Explaining the reasons for decline in sales from Rs. 521‘77
lakhs during 1954-55 to Rs. 520° 85 lakhs in 1955-56 the representative-
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of the H.AL. stated that there was delay in the delivery of some
aircraft because of certain modifications therein. In reply to a
question he stated that the HAL produced aircraft only against firm
corders and sometimes there were delays in execution of orders due
to difficulty in supplies of imported materials.

Direct charges on Jobs and Miscellaneous Work

182. The increase of Rs. 168 lakhs in direct charges over jobs
and miscellaneous work in the year 1955-56 over the previous year
was stated to be due mainly to the amortisation of development
expenditure, tooling charges of Vampire aircraft and increase in
<outstation allowance.

Factory and Office Expenses

183. The representative of the HAL stated that the increase of
Rs. 35 lakhs in 1956-57 over the previous year under this head was
due mainly to increase in the salaries and wages (Rs. 15'28 lakhs)
on account of annual increments and intake of personnel in connec-
tion with expansion and new projects. In reply to a question, the
Defence Secretary stated that they had appointed selling agents in
Burma for sale of H.T. 2 aircraft. It was disclosed by the represen-
tative of the HAL that so far onlv one aircraft had been sold to
Burma, In all 115 H.T. 2 aircraft had been sold and the present
'stock of 17 was likely to be sold soon. The Committee wanted to be
furnished with the following information:

Who are the selling agents of the HAL? What commission
has been paid to the agents during the years 1955-56,
1956-57, and 1957-587

Sundry Debtors

184. The Committee then drew attention to the unsecured sundry
debtors which amounted to Rs. 185°41 lakhs in 1956-57 as against
Rs. 16764 lakhs in 1955-56. Rs. 159°7 lakhs in 1954-55 and Rs. 13011
lakhs in 1953-54 and wanted to know the steps taken to avoid accu-
mulation of outstandings as desired by them in para 37 of their
Sixth Report (Second Lok Sabha). The representative of the HAL
stated that under the present system of ‘cost plus’ followed in the
‘HAL it took about 3 months to work out the cost of production from
the relevant data. At the close of the year, therefore, costing of
about 3 months old production would be outstanding. The Ministry
of Defence had constituted a Committee in October, 1958 to go into
the question of expeditious recovery of outstandings. The Comp-
troller and Auditor General pointed out that the outstanding stood
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at Rs. 2,29 lakhs as on 31st March, 1958 of which Rs.92 lakhs pertain-
ed to a period of more than a year. He suggested that in order to
overcome the difficulty of 3 months period taken in costing under
the ‘cost plus’ system, they could fix a provisional price subject to
final adjustment being made later. The representative of HAL
stated that the matter was under consideration. In reply to a ques-
tion the rcpresentative of the HAL stated that bad debts amounting
to Rs. 10-78 lakhs were due from certain old Air Lines companies
which had gone into liquidation and the matter was still pending
with the liquidator. The Committee wanted to be furnished with
information on the following points:—

(i) Out of the total amount of Rs. 185°41 lakhs shown as un-
secured Sundrv Debtors in the Accounts for 1856-57 how
much amount related to a period more than- three
months ©ld? Similar information for the vear 1957-38
mav also be furnished.

(ii) What measurcs have heen suggested by the Committee
appointed by the Ministr of Defence to go inte  the

guestion of expeditious recovery of the ruistandings?
Drawal of Funds in advance of requiremoents

185. The C & AG pointed out that the HAL had a cash balance of
Rs. 270 lakhs in their bank account as on 3lst March, 1957 and
Rs. 123 lakhs as on 31st March, 1958 which indicated that the Com-
panyv had been allowed to draw capital in advance of their require-
ments. The representative of the Ministry of Finance (Defence)
stated that they had raised this point with the HAL and the matter
was still under consideration. In reply to a question he stated that
Finance sanctioned funds to the HAL after scrutiny of the ways and
means estimates prepared by the HAL and theyv did not get any
other information bevond that while sanctioning the funds.

Annual Reports

186. Referring to the recommendations contained in para 41 of
their 14th Report (First Lok Sabha), the Committee desired that
the Annual Report of the company presented to Parliament shoula
include the department-wise activities of the company.

Manufacture of Integral Rail-Coaphes

187. As regards the manufacture of Integral Rail Coaches by the
factory, the representative of the HAL stated that they had so far
only furnished two coaches of MAN type imported from Germany,
The landed cost of the MAN shell imported from Germany, was
312(Aii)LS—8.
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Rs. 1,62,500 and after furnishing it in HAL the total cost came to
Rs. 2,40,000. It had been estimated that the cost of production and
furnishing of a shell in the HAL would be stabilized at Rs. 1-56
lakhs. In reply to a question it was stated that the profit to be
charged for supply of integral coaches to Railways was under dis-
cussion with the Railway Board.

The Committee desired to be furnished with information on the
following points:—

(i) How would the cost of an integral coach to be manufac-
tured by HAL compare with that manufactured by the
Integral Coach Factory, Perambur (Madras)?

(ii) What would be the cost of production of the shell and
furnished coach (including furnishings) in HAL vis-a-
vis the landed cost of imported shell and coaches
(separate figures for furnished and unfurnished coaches
may be given)?

Canteen Stores Department
Page 134—para 19—Appropriation Accounts, 1955-56

188. The Committee wanted to know the reasons for the loss of
Rs. 21,041 suffered in running the Garrison Cinema at Jullundur for
the first 54 months, which was taken over by the Canteen Stores
Department with effect from 15th October, 1955. The representative
of Canteen Stores Department stated that the loss was caused as a
result of charging the entire expenditure on the Organisational set-
up for taking over the Garrison Cinemas in the country amounting
to Rs. 26,266 to this particular Cinema, as this was the only unit
functioning in 1955-56. During the year 1956-57 there had been a
profit of Rs. 15,000 in running the Garrison cinemas. In reply to a
question he stated that the cinemas situated in the areas populated
by civilians were earning concerns while those in far-flung places
were not earning much. The Committiee desired to be furnished
with a note* stating the number of cinemas run by the Canteen Stores
Department and their financial working during the years 1955-56,
1956-57 and 1957-58 and the reasons for losses, if any.

Future set-up of Canteen Stores Department

189. Referring to para 40 of their Fourteenth Report the Committee
wanted to know the present position regarding the future set-up of
the Canteen Stores Department. The representative of the Ministry
of Defence stated that the matter had been under consideration for

’S’ee Appcndsx XIH
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some years and they were examining whether the organisation could
be set up as a body fineanced from outside the Consolidated Fund of
India.

The representative of the Ministry of Finance (Defence) stated
that at one time there was a proposal to convert the depart-
ment into a statutory Corporation but there were two disadvantages
in that proposal—firstly as a corporation it would have to pay income-
tax and 3econdly it would not be able to utilise the military credit
notes for transporting goods at concessional rates. By paying income-
tax the department would not be able to control the prices of goods
and give donations to the troops for the various welfare activities
as at present. The Committee wanted to be furnished with infor-
mation on the following points:—

(i) A note* regarding the proposed future set-up of the Can-
teen Stores Department.

(ii) A note** stating the contributions meade by the Canteen
Stores Department out of its profits to the Officers’
Clubs and other Ranks’ Clubs or for other welfare acti-
vities of the Armed Forces during the last three years
(1955-56 to 1957-58).

Audit Report (Defence Services), 1957
Para 9 (c)

190. The Committee then resumed consideration of para 9(c) of
Audit Report, Defence Services. 1957 and examined the representa-
tives of the Ministry of Works, Housing and Supply in so far as they -
were concerned in the disposal of the material in this case, at a loss
of Rs. 27371

In the case of the material referred to in para 9 (c¢) of the Audit
Report, 1t was auctioned in Septemt ... 1955 as no priority indentor
was interested in it. The market value of the material as ascertain-
ed from three firms was assessed as Rs. 16,900 and the guiding price
was fixed at 80% of the assessed market value for the purpose of auc-
tion. according to the prescribed procedure. The Committee wanted
to be furnished with information on the following pointsi:—

(i) What was the market price of this material when it was
purchased in 1950-51> What was the price in the next
few vears?

(ii) What was the condition of the material in question when
it was disposed of and to which firm it was sold?

”‘Sec Arppc dix X.'\}. ! 7

**Not printed.
tSee Appendix VII.
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(ili) Whether the material in question was subsequently pur-
chased by the Defence Department? If so, at what price
and from which firm?

Para 10—Purchase of a Plant

191. In this case a vulcanising plant purchased in 1949 at a cost of
Rs. 51,690 from the American Surplus Store, Calcutta was sold in
February, 1956 at a loss of Rs. 38,768. In addition a sum of Rs. 6,006
had been spent on freight from Calcutta to Delhi.

The representative of the Ministry of Works, Housing and Sup-
ply stated that the plant was sold to the U.P. Roadways, a priority
indentor at a price fixed by Government. The Committee wanted to
know the size of load for retreading of tyres in the Army and justi-
fication for not utilising the plant for this purpose. The M.G.O.
stated that from 1951 to 1954 a total of 1950 tvres was got retreaded
at v cost of Rs. 3.93,000 and 1,860 tyres were waiting to be retreaded
in 1955, the annual average being approximately 1,000 tvres. The
Committee wanted to be furnished with a statement showing the
number of tyres purchased by the Army. the number of Tyres got
retreaded, the number discarded. the number replaced and the cost
involved in replacement and retreading etc. for the last 3 years.

Para 11—Purchase of Mustard Oil

192. In this case a quantity of 20,000 gallons of mustard oil pur-
- chased by a Central Ordnance Depot in 1952 to meet the estimated
requirement for one vear could not be used up even over a period of
4 vears. 9,281 gallons were released to the disposal organisation in
July. 1956 and finally sold in 1957 at a loss of about Rs. 31,000. In
evidence the M.G.O. stated that the price of oil had actually gone up
when the surplus stock was disposed of in 1957. The representative
of the Ministry of Works, Housing and Supply stated that the loss in
the disposal was due to the oil being five years old. Against the
purchase price of Rs. 97,000 they got Rs. 66,000 in disposal, which in
his opinion was the best price for the stuff.

193. Explaining the circumstances leading to over provisioning
in this case, the Director of Ordnance Services stated that when the
purchase organisation intimated in April, 1951 that the price of that
oil had risen from Rs. 2 to 9/15/- per gallon, the provisioning officer
reduced the original requirement of 43,900 gallons to 20,000 gallons.
But while working out the revised requirements he did not take
fnto account the stocks held in other depots besides the C.O.D. It
was only at the time of the annual review carried out three months
later, when the stock holdings of all the depots were available that
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he detected that the demand could be reduced further to 8,300 gal-
lons, but it was ten late at that stage to do so without financial
repercussions. When asked whether any disciplinary action had
been taken against the officer, he replied that the officer was
inexperienced. He had actualdly been promoted later and the irregu-
larity came to notice on receipt of audit objection.

To question why action to dispose of the surplus oil was not
initiated in November, 1951 when the indent could not be reduced,
the D.O.S. stated that the officer concerned decided to proceed with
the order in consideration of the rise in prices and its possible uti-
lisation in future because of its indefinite life from the technical
point of view. Explaining the justification for non-disposal of oil
after the ban was impased on its use as a diluent in June, 1952, the
representative of the Ministry of Defence stated that besides its use
as diluent for preservation, there were two other uses of the
oil on which there was no ban. The Committee wanted to be fur-

nished with information on the following points arising from this
case: —

(i) What action is proposed to be taken against the Army
Officer who did not take into account the stock of oil
held in other depots when he reviewed the require-
ments in May, 1951, which resulted in over provisioning?

(ii) How long can the oil be preserved without losing its
efficiency and market value?

194, The Committee then adjourned to meet at 10.00 hours on
the 1st November, 1958.
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Avoidable purchase of telescopes—para 12 (pages 7-9) of Audit
Report, 1957

196. In August, 1950 an indent for 180 telescopes was placed with
the 1.S.D., London. Subsequently, a provision review of this item
carried out by the M.G.O. in April, 1951 revealed a surplus of 467
telescopes, due to reduction in the scale of issue to the Units. The
indent with the 1.S.D., London was, however, allowed to stand on
the ground that there was no indigenous manufacture of telescopes,

the instrument was non-perishable and its procurement in future
might be difficult.

Another provision review was made in April, 1952, which reveal-
ed an increased surplus of 861 telescopes due to the same cause. An
attempt was, therefore, made in 1953 to cancel the indent placed in
August 1950 by addressing the Military Adviser attached to the
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High Commissioner, in London. The Military Adviser took up the
matter with the I.S.D., London orally and he was informed that can-
cellation was not possible at that stage; but there was nothing in
writing to support this.

The first lot of 36 telescopes was offered for inspection in Septem-
ber, 1951. As it was not according to the specifications laid down
by the U.K. Government, the inspecting officer suggested that a re-
ference might be made to that Government before accepting the
goods. Instead of following this advice, the 1.S.D. asked the supply-
ing firm to certify that the telescopes were according to specifica-
tion and on the basis of that certificate, the 36 telescopes were
accepted in January, 1952. However, for want of leather cases the
material could not be shipped to India and a separate contract for
180 leather cases was placed with another firm. A second lot of 26
telescopes was similarly accepted in June, 1953 on the basis of the
certificate given originally by the supplying firm.

A third lot was inspected in February, 1954. On noticing certain
optical differences, the matter was referred to the UK. Government.
It was then revealed that the 61 telescopes already supplied by the
firm were also materially different from the type indented and should
not have been accepted. Thereupon, the order for the balance of
119 telescopes was cancelled as the indenter had in June 1954 noti-
fied his desire to cancel the indent. The 61 telescopes already sup-
plied could not be returned to the firm in view of the delay in inti-
mating non-acceptance. This resulted in an avoidable expenditure
of Rs. 14,909 on the purchase of 61 telescopes and 180 leather cases.

197. The representative of the Ministry of Defence admitted that
it was a mistake on the part of the Military Adviser in not having
recorded his conversation with the 1.5.D., London in writing. The
M.A. was no longer in service and no disciplinary action had been
taken against him.

As derised by the Committee, the representative of the Ministry
explained the procedure for placing and processing of indents by the
Ministry in respect of items which are procured (i) from firms in
the UK. directly and (ii) through the agency of the UK. Govern-
ment.

198. The Committee enquired whether it was proper on the part
of the purchase officer to accept the articles on a certificate from
the supplier disregarding the advice of the Inspecting Officer that
a reference be made to the UK. Government.
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M extenuation the representative of the Ministry of Works,
Housing and Supply stated that in a large number of cases of
defence stores purchased from firms of repute, the goods were
accepted on the certificate of the producers. In this case, however,
since the inspection had already revealed certain defects the proper
course should have been to consult the UK. Government and not
merely be guided by the certificate of*the firm.

In reply to a question whether it was not possible to get the 61
telescopes replaced as the certificates given by the firm proved to be
false and it amounted to a breach of contract, it was explained that
+he matter was not pursued on legal advice. The legal adviser was
of the view that no legal action was possible against the firm under
the Sale of Goods Act, 1893 or for any breach of the contract as the
buyer would be deemed to have accepted the goods, if after a
reasonable time of the delivery, in this case it was more than a vear,
he retained them without intimating any objection. The telescop-
es supplied by the firm were so closely similar to another type of
telescopes being used by the Army Units that for some time the
difference could not be detected. It was only after specific enqui-
ries were made that the difference was noticed by the Army and
the particular type asked for. No objection could, therefore, be
raised in time by the Army authorities to enforce a replacement of
the telescopes from the firm.

Stock verification in army units and formations (other than fac-
tories)—para 19 (pages 15-16) of Audit Report, 1957

199. During 1955-56 stock verification was not carried oui at ali
in sixteen formations (most of which were small) and was carried
out only partially in twenty-two other formations.

The result of stock verification carried out in three Central Ord-
nance Depots, after the completion of the reorganisation scheme,
showed large discrepancies as indicated in the Audit paragraph.
Considerable discrepancies were also revealed in the case of three
other Ordnance Formations and one Engineer Stores Depot.

200. In extenuation the representative of the Ministrv of Defence
gave a background of the re-organisation scheme introduced in the
Ordnance Depots. Large stocks and quantities of stores were received
during the war and the Services were not certain of what they had
actually in their possession. It was only with a view to carrying
out a physical check of these stores that the reorganisation scheme
was initiated. It was, therefore, not correct to assume that after the
reorganisation there should be no discrepancies in the stores held
by the Depots.
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The Committee were further informed that under the existing
ssystem only 5% check was carried out at the time of the receipt of
the goods in the Depots etc. In cases any discrepancies are noticed
in this 5“, check the stores were checked thoroughly. Cent per
cent check in all the cases was neither economical nor practicabie.
Efforts were, however, being made and sufficient progress had been
achieved in improving the sifhation. The representative of the
Ministry quoted facts and figures in support. The Committee desir-
ed to be furnished with a note on the existing system of checks ex-
ercised by the Services on the receipt and issue of stores and the
steps taken by them to train their staff in methods of store-keeping,

stock-verification etc.

The Committee also enquired about the progress made by the
Services in providing covered accommodation for the bulk of the
Defence Stores which were at present lying in the open exposed to
inclemencies of the weather. The representative of the Ministry
explained the difficulties which stood in the way of solving this
problem: he hoped that substantial improvement would be effected
in a year or two. He also promised to furnish a note* on the sub-
ject for the information of the Committee. The Committee drew
the attention of the Ministry to their failure to utilise even the funds
sanctioned by Parliament to construct covered accommodation.

Loss of revenue in the sale of aero-scrap, Para 23 (page 19) of Audit
Report, 1957

201. In April, 1954, 555 cwts of aero-scrap held by a depot were
released to a firm, as a special case on the recommendation of the
Ministry of Commerce and Industry at the rate of Rs. 53 per cwt as
fixed by the Director General of Supplies and Disposals. Again in
July, 19556 a further quantity of 108 cwts was released by the Min-
istry of Defence to the same firm at the same price.

The same kind of scrap sold by a Vehicle Depot at the same
-station through auctions fetched an average price of Rs. 72 per cwt.
in April, 1954. Had action been taken to fix the sale rates after
ascertaining the correct market prices the loss of revenue to the
extent of Rs. 20,000 in respect of the second sale (July, 1955) could

"have been avoided.

202. The representative of the Ministry of Defence stated that
-normally salvage scraps were disposed of by the Defence authorities
directly By auction. In this case, however, an exception was made
in order to encourage an Indian Industry in need of the scraps.
“The decision was more or less of a semi-political nature. The pnssibil-

& See Apﬁ-ndix X.
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ities of obtaining a higher price from the sale of the material in the
open market were also not overlooked before the decision was taken to
sell the scrap to that firm at a lesser price.

203. Explaining the basis for determining the sale price at Rs. 53
per cwt, the Director General, Supplies and Disposals informed the
Committee that it was fixed after taking into account the realisa-
tions in a previous sale of similar store in 1953.

Injudicious purchase of a building—para 22 (pages 17-18 of Audit
Report, 1957

204. In June, 1949 the owner of a building (known as Rafia
Manzit) in Bombayv, wrote to the Army Headquarters, stating that
he wished to sell it to the Army for any fair and reasonable price
which might be offered. The building was then under mortgage to
a private partyv for a sum of about 4 lakhs of rupees. A Board of
officers inspected the building and recommended its purchase for
53 lakhs of rupees only if vacant possession was guaranteed. While
the matter was under negotiation with the owner, the building was
sold in a court auction on the 20th November, 1950 for Rs. 3% lakhs
to the mortgagee who happened to be the highest bidder.

In December, 1950 (after the last date for setting aside the auc-
tion sale) arriving at a settlement with the owner of the building,
Government deposited in the Court a sum of Rs. 5,10,000 to the
credit of the suit and the auction sale was accordingly set aside.
No action was however, taken by the Government to establish a
charge on the property till 30th April 1952 when a suit was filed
against the owner with the consequence that between 20th Decem-
ber, 1950 and 30th April, 1952 the owner was allowed to collect ard
retain the rent of the flats. The legal ownership of the building
came to be vested in the Government only in August, 1954,

Notices to the tenants to vacate the building could be served only
after August, 1954. Out of the ten flats only two have been got
vacated so far but they were still not being utilised.  Ejectment
suits against the remaining tenants were filed only in 1958. In the
meanwhile, large amounts have been spent on maintenance, and
in paying arrears of municipal dues and other charges.

205. On a question why the Government did not bid for the
building in the Court auction in November, 1950 with a view to
obtaining it if possible, at a favourable price. it was stated that it
was the policy of the Government not to participate in any auc-
tion. So far as this case was concerned there was no record to
show why the suggestion to bid at the auction made by the Service
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Headquarters was not considered by Government. The Comptroller
and Auditor General, however, informed the Committee that from
a copy of a note recorded in the Ministry of Defence some time in.
June 1950 it appeared that Government had decided to purchase
the building through direct negotiations and not through auction.

The Committee desired to know why Government deposited a
sum of Rs. 5:1 lakhs when the building had actually been
sold in the auction for Rs. 3'5 lakhs only. The representative of
the Ministry of Defence stated that at the time of making the de-
posit, the amount for which the building had been auctioned was
not known to them. The Committee were, however, not satisfied
with this explanation. The auction sale took place in November
and the money was deposited by the Government on 20th Decem-
ber, 1950 (more than a month later) through the Government soli-
citor. It was, therefore, difficult to believe that the Ministry of
Defence and the Government solicitor were not aware of this trans-
action at the time. They wanted to know the particulars of the
officer /officers who were responsible for this overpayment. In fur-
ther extenuation the representative of the Ministry recapitulated
the circumstances leading to the whole transaction. He stated that
the decision to purchase the building for Rs. 55 lakhs was a joint
decision and no one officer could be made responsible for it. He
further read out a note which had been recorded by the officer
of the Ministry of Defence who had gone to Bombay to deposit the
emount in the Court and finalise the transaction, which explained
in detail the various steps taken by him to safeguard the interests
of the State in this deal. It was also explained that the sum of
Rs. 5-1 lakhs deposited in the court had no relation to the amount
for which the building was sold in the auction and the court sale
could not have been set aside without pavment of the decretal
amount viz., Rs. 5,10,000.

206. The Committee were also informed that the liability of the
Sovernment Solicitor for not taking adequate steps to secure
ownership of the building to Government, and ensuring vacant
possession, had been considered; but the Solicitor had since resign-
ed his appointment.

The Committee desired to be informed of the total expenditure
incurred by the Government on this account viz. the legal ex-
penses. repairs and maintenance, loss on account of rents, etc.

207. In regard to the non-utilisation of the building the Com-
mittee were informed that although two flats had since been got
vacated it was not possible to use them as the adjoining flats were
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still occupied by certain undesirable persons. It was, therefore, not
advisable to accommodate Military personnel there until and un-
less all the flats were got.vacated. Ejectment suits for these flats
had already been filed and were pending in Court.

Further the Committee learnt with concern that the entire ex-
penditure which had so far proved injudicious and infructuous was
incurred without there being any pressing demand for accommo-
dation from the Defence authorities in the Bombay area. The
whole transaction was initiated on the basis of the offer of the sale
meie by the owner of the property. The Committee were unable
to find any justifiable ground for this wasteful transactiom.

(The witnesses then withdrew)

208. Thercafter, the Committee considered and approved the
folliowing Draft Reports:—

(1) Draft Tenth Report on the Excesses over Voted Grants
and Charged Appropriations disclosed in the Appro-
priation Accounts (Civil), 1955-56.

(ii) Draft Eleventh Report on the Appropriation Accounts
(Posts and Telegraphs), 1955-56 and Audit Repor:,
1957 Part II

The Committee authorised the Chairman to sign these Reports
and to present them to the Lok Sabha.

The Committee also authorised Shri M. Govinda Reddy to present
these Reports to the Rajya Sabha.

209. The Committee then adjourned sine die.
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211. The Committee considered and approved their Draft
Seventeenth Report on the Appropriation Accounts, Defence Services,
1955-56 and Audit Report, 1857 subject to certain minor modifications

here and there.

212. The Committee authorised Shri Amolakh Chand to present
their Report to the Rajya Sabha.

213. The Committee then adjourned till 15.00 hours on Friday,
the 24th April, 1959.



PART III

Proceedings of the sittings of the Sub-committee of the Public
Accounts Committee on the Defence Services Accounts held
cn the 24th, 25th, 27th end 28th November, 1958 and 1st, 2nd,

3rd, 4th. 18th and 22nd December, 1958
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PROCEEDINGS OF THE FIRST SITTING OF THE SUB-COM-
MITTEE OF THE PUBLIC ACCOUNTS COMMITTEE ON
THE DEFENCE SERVICES ACCOUNTS HELD ON

MONDAY, THE 24TH NOVEMBER, 1958

1. The Sub-committee sat from 9.30 hours to 10.50 hours.
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Prof. N. G. Ranga—Chairman.
MzeMmBERS

. Shri A. C. Guha
. Shri Upendranath Barman
. Shri H. C. Dasappa
. Shri M. Govinda Reddy
. Shri Rohit Manushankar Dave
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. Shri S. Venkataraman.
Shri A. K. Chanda, Comptroller and Auditor General of
India.
Shri A. Kalyamaraman, Deputy Comptroller and Auditor
General of India.

Shri P. K. Basu, Director of Audit, Defence Services.
SECRETARIAT

Shri V. Subramanian, Deputy Secretary.
Shri M. C. Chawla, Under Secretary.
WITNESSES
Ministry of Defence
Shri R. P. Sarathy, Additional Secretary.
Shri S. D. Nargolwala, Joint Secretary.

Lieut General Daulet Singh, Quarter Master General.
Brig. H. L. Bhandari, D.R.V. & F.

Ministry of Finance (Defence)

Shri S. Jayasanker, Financial Adviser.
Shri R. Bhaktavatsalu, Joint Financial Adviser.
Shri Phul Chand, Controller General of Defence Accounts.
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Statement showing profit/loss made by individual Military Farms
during the year 1955-56.

2. At the outset, the Chairman suggested that the Sub-committee
might confine themselves to examination of Appendix ‘B’ of the
statement (Appendix XV) only, as para 3 of the note forwarded
with the statement by the Ministry of Defence discussed certain
matters which were stated to be under discussion between the
Ministry and the Comptroller and Auditor General.

3. In reply to a question why the Military Farms at Ahmednagar,
Wellington, Bareilly, Lucknow, Delhi and Ambala had shown wide
variations in their working, as shown in Appendix ‘A’ to the state-
ment, the representative of the Ministry promised to furnish detailed
information through a written note.

4. In the case of the Farm at Lucknow, which had shown “worse
results’, one of the reasons therefor was stated as ‘less trade’. In
explaining the position, it was stated by the representative of the
Ministry of Defence that if trade went down in a particular farm,
the cattle were transferred to other farms where demand went up;
but if the demand fell for a short period, the milk was transferred
from one farm to another. failing which, the milk was converted
into butter or ghee. He further stated that the conversion into
butter or ghee itself being unprofitable, the process sometimes
resulted in losses. It was admitted. however, by the representative
of the Ministry that there was no bar to their selling the surplus
milk in the open market. But, it was stated by the witness that
there was not much scope for sales in the open market owing to
the much higher prices of the farm milk than what prevails in the
market.

5. The Sub-committee pointed out to the representative of the
Ministry that a wrong impression was created from a study of the
accounts of the working of the Farms as shown by the Ministry, if
in one particular year abnormal expenditure was shown by way of
replacements, etc., as is the practice at present, and it wes, there-
fore, necessary to devise some methods by which the correct picture
could be given. It was stated by him that if they split up the ex-
penditure into individual farms so that the break-up could be
watched, it would give a more accurate picture, and he himself was
not satisfied with the present system of accounting. The Chairman
suggested that the Ministry might discuss this matter with the
Comptroller and Auditor General and evolve some method by
which a better and more intelligible picture of the activities of these
individual Ferms could be presented through their account. The
representative of the Ministrv undertook to do this.
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6. Certain anomalies for “better” or “‘worse” results as explained
in the statement under consideration were then pointed out to the
representative of the Ministry. In the statement under the Mili-
tary Farm, Agra, one of the reasons for “better results” was given
as less condemnation of live-stock, whereas under the Military Farm
at Jhansi better results were obtained owing inter aliec to ‘more
animals were condemned and more transfer of cattle........ thus
more receipts.’ The representative of the Ministry, while stating
that they were fully aware of these deficiencies, informed the Sub-
committee that a Committee consisting of some Military Officers,
Head of the Division of Agronomy, Indian Agricultural Research
Institute and Dairy Development Officer (Agriculture) had already
been appointed by the Government of India which was going into
these problems. The Sub-committee desired that the attention of
the Committee appointed by Government should be drawn by the
Ministry to these problems.

7. In reply to @ question as to the method of condemning caitle,
it was stated that when the Assistant Director at Command Head-
quarters visited the individual farms, uneconomical and diseased
cattle were shown to him with their history sheets. After his
endorsement on the history sheets, the cattle were auctioned in the
presence of two officers to avoid any possibility of mischief.®

As regards the method of depreciation of Live-stock Buildings
and Plant and Machincry as shown at p. 149 of the Appropriation
Accounts of Defence Services, 1955-56, it was stated by the repre-
sentative of the Ministry that there were two systems. If mature
cattle were brought in the open market, the cost thereof wus
reduced to the approved minimum value during the first lactation.
But if the animal got matured in the farm, it was book-valued and
then depreciated at 109, per annum. When it was pointed out to
him that whatever procedure was followed, the depreciation ac-
count should cover all the losses on account of certain capital ex-
penditure, the representative of the Ministry promised to look into
this matter. "

8. The Sub-committee then adjourned to sit at 10.00 hours on
Tuesday. the 25th November. 1958

*Subsequently. the Committee visited the farms and suggested that the authorities
should invite the representative of the LA.R.I. or .C.A.R. or Kamal Cartle Farm w0
join the Commit' er which is now entitled 10 setrle these methods.



PROCEEDINGS OF THE SECOND SITTING OF THE SUB-COM-
MITTEE OF THE PUBLIC ACCOUNTS COMMITTEE ON
THE DEFENCE SERVICES ACCOUNTS HELD ON

TUESPAY, THE 25TH NOVEMBER, 1958

9. The Sub-committee sat from 16-00 hours to 17-30 hours.
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Prof. N. G. Ranga—Chairman.
MEMBERS

Shri Arun Chandra Guha
Shri Upendranath Barman

. Shri H. C. Dasappa

Shri M. Govinda Reddy

. Shri Rohit Manushankar Dave
. Shri S. Venkataraman.

Shri A. K. Chanda. Comptroller and Auditor General of
India.

Shri A. Kalyanaraman. Deputy Comptroller and Auditor
General of India.

Shri P. K, Basu. Director of Audit, Defence Services.

SECRETARIAT
Shri V. Subramanian. Deputy Secretary.
Shri M. C. Chawla. Under Secretary.
WITNESSES
Ministry of Defence
Shri O. Pulla Reddi. Secretary.
Shri B. N. Varma, Joint Secretary.
Shri S. D. Nargolwala, Joint Secretary.
Mumistry of Finance (Defence)
Shri S. Jayasanker. Financigl Adviser

Shri R. Bhaktavatsalu, Joint Financial Adviser,
Shri Phul Chand, Controller GGeneral of Defence Accounts.

126



127

Statement showing losses of ¢ash, overpayments etc., as disclosed in
the Appropriation Accounts of the Defence Services, 1955-56

10. At the outset, it was suggested that Members of the Public
Accounts Committee might visit Military Farms at Meerut which
showed ‘better result’ and at Bareilly which showed some though
treduced losses in the Statement showing profit/loss made by indivi-
dual Military Farms during 1955-56 which was considered by the
Sub-committee at their sitting held on the 24th November, 1958.
It was agreed to by the Sub-committee and the representatives of
the Ministry of Defence.*

Serial No. 6, page 42 of the Appropriation Accounts of
Defence Services 1955-56

11. This case showed a loss of Rs. 57,309 on account of hire charges
for transport allowed to a State Forest Department contractor at
reduced rates instead of at the prescribed “normal” rates. It was
stated by the representative of the Ministry of Defence that since
the military trucks were returning empty from Jammu and Kash-
mir and since that Government wanted to transport their timber, the
Military Authorities agreed to transport the timber at the controlled
rate of Rs. 1/8/- per maund upto Jammu and Rs. 2/2/- per maund upto
Pathankot.  Therefore, the Military Authorities deprived the benefit
in this case, as otherwise the trucks would have returned empty. He
also stated that Government had alreadyv received the payment.

The Sub-committee, however. desired to know whether any un-
due advantage or concession was given to the contractor. The re-
presentative of the Ministrv undertook to furnish a note in this behalf
inter alia indicating the controlled rate fixed under orders of the
State Government (Jammu & Kashmir) for the transport of timber
uptao Jammu and Pathankot.

The Sub-committee were assured by the representative of the
Ministrv of Defence that this was only a single instance of military
trucks carrying other goods as thev had now issued instructions on
the subject and such cases were not likelv to recur.

Serial No. 10, page 43 of the Statement

12. In this case, a loss of Rs. 19,818 was caused bv the issue of
costlier varieties of fruit. The Contractor failed to supply the

*The Commitee visited Military Farms at Meepat, Barcilly and ILucknow on the
ioth November, 1958 and <th and 6th December, 19<f respectively.
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cheaper varieties provided in the contract and costlier varieties
were purchased from the market to meet the shortage without the
contractor being made to pay the difference.

The representative of the Ministry admitted that it was a mis-
take in not having placed the contract for new purchases at the
risk and expense of the defaulting contractor. He further stated
that three officers were involved in this case. of whom two had
retired and one had been released from service. However, he
promised to check up the dates of retirement. These cases, he added.
were reviewed by a Central ad hoc Committee in 1954—six years
after the case occurred—and at their instance the conduct of two
officers for the operation of the contract was brought to the notice
of the Director of Supplies and Transport but no particular disciplin-
ary action was suggested.

Since the sub-Committee were not satisfied about the cumber-
some procedure adopted by Government in such cases of loss etc.
they desired to be furnished with a note stating the steps taken by
the Ministry to ensure quicker disposal of such cases and prompt
disciplinary action against guilty officials.

Page 49 ibid—Statement showing various categories of total amount
of stores losses—Item Il(c) Appendir B—Appropriation Accounts of
Defence Services, 1955-56—Deterioration.

13. This case disclosed a loss of Rs. 38,911 by the deterioration of
tinned milk, cheese etc. which could have been avoided if the articles
could have been turned over in time to other depots. The repre-
sentative of the Ministrv stated that 1341 lbs. of tinned milk manu-
factured in March. 1949 were imported from Holland in November,
1949. The tins were opened in July, 1950 but on test in the Food
Research Laboratory, the stuff was found to be unfit for human and
animal consumption and was therefore destroyed in the presence of
a Board of Officers. The matter was taken up with the suppliers in
England who took it up with the manufacturers in Holland. But
the matter got bogged down and there was no one to own responsi-
bility. As regards cheese, which was picked out of composite ration
for British troops when they departed, and sent to Deolali Supply
Depot, it was found on inspection to have already deteriorated. In
this case the supplier was not known.

In reply to a question, it was stated by the representative that
whenever bulk purchases of foodstuff etc. were made, they were
obtained direct from the suppliers in other countries. The quality
of the stuff was guaranteed by the Government of the countrv of
purchase through the Ministry of Food and Agriculture, it was
added.
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Serial No. 4, page 50, Appropriation Accounts of Defence
Services, 1955-56

14. This is a case of short receipt of 8 tons and 2,025 lbs. of rice
in September, 1951 involving a loss of Rs. 6,052, It was admitted
by the representative of the Ministry that the loss resulted through
the inefficiency and shortcoming on the part of the officers on the
spot who did not report the loss to the Railway when the short
deliveries were known. They did not report. Courts of Enquiry
were held and the displeasure of the Area Commander was conveyed
to one officer and the other Junior Commissinned Officer was ad-
ministered a warning. The third officer responsible had already
retired in July, 1954 by the time the action was completed.

The sub-Commitiee desired, however, that the Ministry should
devise ways and means to simplify the procedure for instituting
enquiries in such cases and for taking prompt disciplinary action
against the delinquent officers.

Serial No. 5. page 50 of the Appropriation Accounts

15. In this case, deficiencies of stores amounting to Rs. 13881
occurred in a Station Supply Depot, as the officer commanding the
Unit had not carried out stocktaking of ground balances of stores.
It was stated by the representative of the Ministry that in this case
a Court of Enquiry was held. The Commander of the Area took
notice of the lapse and ordered on the 18th December, 1950 that dis-
ciplinary action should be taken against the officer concerned. As
the representative of the Ministry could not say what action was
taken against the officer, the sub-Committee desired to be furnished
with a note in this behalf.

Serial No. 6. page 51. Appropriation Accounts

16. A loss of Rs. 18,514 was caused by the leakage of certain
hygiene chemicals which were transported in containers put inside
wooden cases from Calcutta to Ramgarh. Recoveries of Rs. 195,
Rs. 99 and Rs. 50 were effected from the individuals held responsible
for this loss. The Court of Enquiry held in this case came to the
conclusion that the chemicals must have leaked out because of the
wooden cases.

In reply to a question, the representative of the Ministry informed
the sub-Committee that 100 per cent physical stock verification was
done annually in the units. As regards the depots and huge installa-
tions, one package was picked out at random and checked.

17. The sub-Committee then adjourned till 10.00 hours on Thurs-
dey, the 27th November, 1958.



PROCEEDINGS OF THE THIRD SITTING OF THE SUB-COM-
MITTEE OF THE PUBLIC ACCOUNTS COMMITTEE ON
THE DEFFNCE SERVICES ACCOUNTS HELD ON

THURSDAY, THE 27TH NOVEMBER, 1958.

18, The sub-Committee sat from 10.00 hours to 11.00 hours.
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Shri R. Bhaktavatsalu, Joint Financial Adviser.
Shri Phul Chand, Controller General of Defence Accowunts.
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Statement showing losses of cash, overpayments etc. as disclosed
in the Appropriation Accounts of the Defence Services,
1955-56

Serial No. 7, Page 51 of the Appropriation Accounts

19. The case disclosed a loss of Rs. 11,568 due to misappropriation
of stores in an Army Service Corps Company detected in March,
1951. The representative of the Ministry of Defence stated that the
prosecution against the Havildar concerned was instituted in Sept-
ember. 1951, but when the civil law authorities decided that there
was no case against him after the lapse of such a long period, he
was eventually dismissed. He further stated that the case against
the other officer against whom a Court of Enquiry was instituted was
dismissed as the findings of the court of enquiry were that there was
no prima facie case against him under the Army Act. It appeared
that when the accused in thic case was discharged in June, 1953 sanc-
tion for prosecution was asked for by the local police in the same
month and it was recorded in September, 1953. The civil prosecut-
ing authorities did not ask for senction earlier. It was also disclosed
that the Public Prosecutor who was conducting this case on behalf of
Government asked for a number of adjournments from the Court. In
reply to a question, the representative of the Ministry admitted that
the Military authorities did not pursue the case with regard to the
aecording of sanction as they should have. When asked whether
any responsibility was fixed for this failure, he stated that that point
was not pursued.

The sub-Committee, however. desired to be furnished with infor-
mation® on the following points: —

I. (1) Whether the Court dismissed the case because it was
delayed or for want of the requisite sanction of the
Government?

(i1) On what date was the complaint filed?

(iii) On what date did the Public Prosecutor apply for sanc-
tion?

(iv) What were the grounds advanced by the Public Prosecu-

tor for adjournment petitions from time to time?

(v) When did the Court strike off the case?” What are the
reasons for the failure of the Central Government to
accord sanction even by that time?

*See Appendix XIT
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1I. A note dealing with the report from the Controller of
Defence Accounts giving the details of the local Audit
carried out in this case between 1949 to 1851 asked for

by the C.G.D A.
Serial No. 9, page 51

20. In June 1949 one of the Composite Supply Platoons voucher-
ed off 3,120 filled jerricans of petrol, while actually 2,120 jerricans
were physically transferred from that Platoon. The irregularity
was detected in 1951 by the Internal Check Authorities. This
resulted in a loss of Rs. 16,997.

In reply to a question it was admitted by the representative of
the Ministry that at the time this irregularity took place, there was
no peace-time accounting system, nor were any records available as
to what actually happened. But two Courts of Enquiry had been
held in this matter and an ad hoc Committee had also gone into it.
But no responsibility could be fixed for want of any evidence. In
reply to a question, the Controller General of Defence Accounts
stated that his Organisation carried out local audit in the case of
static units like Supply Depots etc. located in the Jammu and Kash-
mir. But in the case of mobile formations like the fighting units,
no audit was done. In the present case, which related to a Supply
formation, audit was carried out and the irregularity detected.

Serial No. 47, page 63

21. This case relates to the write-off of the loss of Rs. 3,65,757 in
respect of ammunitions that were air-dropped during operations.

It was stated by iheir representative of the Ministry of Defence
that the stores in question were dropped when the land communica-
tion was closed due to heavy snowfall. Whatever information was
available in records was in possession of an N.C.O. who was buried
under the snow and died on his way to the supply point. The repre-
sentative of the Ministry contended that it was not possible in such

‘cases to obtain written receipts.
Serial No. 48, page 63

22. A loss of Rs. 1,564,432 had to be written off as the materials
cdespatched got diverted to places other than the one for which they
were despatched. It was stated in extenuation that when such
things happened during the war conditions, it was difficult to do-
anything. No records were available and no court of enquiry was

held.
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Serial No. 50, page 63

23. During March to August, 1954, there was a loss of Rs. 1,84,892
owing to evaporation in bulk storage and during filling operations
etc. of 71,300 gallons on mechanical transport gasoline at a Petroleum
Depot.

The representative of the Ministry stated that the amount of loss
sustained in this case was within the permissible limits of one per
cent per month of the total stock of petrol which was allowed to be
written off due to evaporation, leakage and atmospheric conditions.
In the present case, it was only 0.26 per cent.

Serial No. 58, page 65

24. This case relates to a loss of Rs. 8,09,693 representing cost of
surplus stuff which were meant for issue to British troops. But the
foodst™s had deteriorated even before they actually left.

The represcntative of the Ministry explained that there was no
case for disciplinary action. as no one knew whether the stocks in
questi n furmed part of the British Government’s stores or that of
the Indian Government's.

Sertal No. 61, page 65

25. This refers to a loss of Rs. 1.20.000 on account of rations issued
to certain civil and military optees for Pakistan at Kalyan Camp.

It was stated that the monev was spent under orders of Govern-
ment of India as these persons were being evacuated to Karachi
(Pakistan).

26. The sub-Commuttee then adjourned till 1600 hours on
Fridayv, the 28th November, 1958.



PROCEEDINGS OF THE FOURTH SITTING OF THE SUB-COM-
MITTEE OF THE PUBLIC ACCOUNTS COMMITTEE ON THE
DEFENCE SERVICES ACCOUNTS HELD ON FRIDAY, THE
28TH NOVEMBER, 1958.

27. The Sub-Committee sat from 16-00 to 17-20 hours.
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MEMBERS

2. Shri A. C. Guha
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4. Shri M. Govinda Reddy

5. Shri Rohit Manushankar Dave
6. Shri Amolakh Chand
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Shri A. Kalyanaraman, Deputy Comptroller and Auditor
General of India.

Shri P. K. Basu, Director of Audit, Defence Services.
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WITNESSES
Ministry of Defence

Shri O. Pulla Reddi, Secretary.
Shri B. N. Verma, Joint Secretary.
Major General R. E. Aserappa, Engineer-in-Chief

Ministry of Finance (Defence)
Shri S. Jayasankar, Financial Adviser.
Shri Phul Chand, Controller General of Defence Accounts.
Shri D. S. Nakra, Additional Financial Adviser,
28. The Sub-Committee took up further examination of the state-
ment of losses of cash, overpayments, etc. pertaining to the post-

partition period included in the Appropriation Accounts (Defence
Services), 1955-58.
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Engineer-in-Chief’s Branch
APPENDIX A

Page 39-S. No. 8-Loss amounting to Rs. 46,076 due to improper admin-
ministration of a contract for the supply of stone boulders entered
into during the year 1948.

29. This case was examined by the Public Accounts Committee:
of 1951-52 (c.f. para 24 of Second Report, 1952). The loss was actual-
ly written off in 1956. The Sub-Committee wanted to know the rea-
sons for delay in writing off the loss. In extenuation, the Secretary,
Ministry of Defence stated that the delay was due to accumulation
of arrears of Audit objections. Ad hoc Committees were appointed
in 1952 and 1955 to clear the arrears.

Page 39, S. No. 10—Loss of Rs. 14,007 on account of extra expenditure
incurred in rectifying the defects (departmentally) in certain water
mains laid by a contractor in November, 1948.

30. The representative of the Ministry of Defence stated that the
contract in this case was defective. The specifications stipulated in
the contract were imperfect, the tender was unworkable and the
work itself was not executed according to the specifications. The
Garrison Engineer and the Assistant Garrison Engineer concerned
were punished. In reply to a question, the Engineer-in-Chief stated
that the name of the contractor was removed from the list of approv-
ed contractors of M.E.S. for a period of 5} vears for not executing.
the work according to the specifications.

When asked whether the amount could not be recovered from
the contractor as penalty, the representative of the Defence Ministry
stated that the work was completed in November, 1948 while the
Defence authorities came to know of the defects in 1949 and the
contractor could not e held responsible because the contract was
defective. The Engineer-in-Chief added that the usual procedure
was that any defect found within 12 months of completion of a work
was to be rectified by the contractor concerned at his own expense.
The representative of the Ministry of Finance (Defence) stated that
the security deposit, or, indemnity bond rendered by the contractor
was retained by Government for one year after the completion of
work to safeguard Government any loss.

The Sub-Committee desired to be furnished with a note stating
the cases where the contractors were made to rectify the defects
found in works within one year of their completion and cases where
such defects were rectified departmentally and expenditure incurred
thereon recovered from the contractors, during the years 1956-57 and
1857-58.
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Page 40, S. No, 11—Loss amounting to Rs. 6,393 due to overpayment
to a contractor on account of excess payments through Running
Account Receipts and Over issues of stores detected in June 1851
~and January, 1953 respectively.

31. Attempts made to recover the amount through correspondence
and from the money due to the contractor, if any, in other divisions
proved futile and in May, 1954 it was known that the contractor had
actually absconded and so no recovery was possible. A sum of
Rs. 3,065 available from the security deposit of the contractor was
set off against the overpayment.

Exxplaining the reasons for overpayments, the Engineer-in-Chief
stated that during the execution of works monthly payments were
made to the contractors up to a value of the work done less 10%
and value of stores issued, but in assessment of the value of monthly
payments, the contractors might be overpaid. In the present case
through the running pavments, the contractor was overpaid to the
extent of Rs. 9,450. The case related to the year 1947-48 when there
was a shortage of qualified personnel caused by the departure of
British Officers and consequentlv junior officers not having much
experience had been promoted to higher positions. He, however,
assured the Committee that there had been much improvement in
the state of affairs now. In replv to a question, as to why no effect-
ive action was taken immediatelyv after the overpavment was detect-
ed in 1951, he stated that besides their normal day-to-day work,
they had to clear arrears of some 63,000 Audit Objections accumu-
lated during the pre-independence era, which accounted for delay.

The Sub-Committee wanted to be furnished with a Statement
showing the number of cases of overpayments made to the contrac-
tors and amounts involved from the year 1950 onwards, yearwise and
reasons therefor.

Page 44—S. No. 16—Loss amounting to Rs. 28,746 on account of defi-
ciencies of furniture revealed during stock-verification in
September, 1947.

32. The deficiencies were attributed to barrack damages by the
Units to whom the furniture was issued. The representative of the
Ministry of Defence stated that the cost of damage could not be
recovered from the Units concerned as they had been disbanded.
Intervening, the Deputy C. & A.G. pointed out that the normal proce-
dure was to settle these things before the units were disbanded.



137

Page 45—S. No. 17—Loss amounting to Rs. 10,496 on account of incor-

rect description of certain engineer stores despatched during 1949 on

Civil Credit Notes leading to the payments of additional freight
charges to Railways.

33. The representative of the Ministry of Defence stated that
more charges had to be paid to the Railways for transportation of
the stores due to their detailed descriptions not having been given.
Referring to a note recorded in February, 1955, he added, no respon-
sibility could be fixed on any individuals at that stage for inadequate
description of stores. In reply to a question, he stated that no court
of enquiry was instituted as the individuals had either been dis-
charged or posted away.

The Defence Secretary pleaded that such cases occurred during
the period 1947-50 which was an unsettled period after the war.

ArPENDIX B

Page 49-11 (c)—Losses amounting to Rs. 2,35,191 due to deterioration
of Military Engineer Stores and buildings

and

Page 66—S. No. 66—Loss amounting to Rs. 1,17,570 due to long stor-
age of 38 Pontoons in the open.

34. The representative of the Ministry of Defence stated that out
of the total amount of Rs. 2,35,191 a major amount of Rs. 1,17,570
pertained to the loss on account of 38 pontoons rendered unservice-
able due to long storage. In reply to a question the Engineer-in-
Chief stated that the pontoons which were received by the Depot
concerned from another Depot in 1948 were kept in the open due to
dearth of covered accommodation. Further, the pontoons were
already in a bad condition and after 3 years’ storage in the open,
they became unserviceable. He added that due to lack of covered
accommodation, a very large proportion of the stores was kept in the
open at present. In reply to a question, the Engineer-in-Chief stated
that the officer Commanding of a Depot decided upon the type of
stores which were to be kept under covered accommodation or stored
in the open, according to the tactical value of the stores. The Chief
Engineer concerned also visited the Depots under his control perio-
dically to inspect the storage of various stores. The Storage Preser-
vation Committee under the Quarter Master General indicated for
the guidance of the Defence Authorities the methods for preserva-
tion and stocking of the various items of stores.

The Defence Secretary stated that in the present case the pon-
toons were cannibalised and spares of the value of Rs. 6,270 were
taken on charge for carrying out repairs to the pontoons.

312 (Aii) 4-10.
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Page 52—S. No. 16—Losses amounting to Rs. 53,221 and Rs. 64,119
due to loss of Pierced Steel Planks detected in March, 1950 in a
Military Engineer Services Division.

35. The Engineer-in-Chief stated that the stock verification in
two abandoned wartime airfields revealed the deficiency of a num-
ber of pierced steel planks amounting to Rs. 1,16,93¢ which were
not counted during handling and taking over and were handed/taken
over according to measurements, as the P.S.Ps. were submerged
under the ground and shrubs. A staff court of enquiry was held in
May, 1951 to investigate into the losses. According to the Appropria-
tion Accounts, a Store Keeper and Chowkidar were held responsible
in one case. The former was retrenched from service on 14-3-50 and
the latter absconded. Arrears of pay due to these individuals
(Rs. 199 and Rs. 207) were credited to Government. In the other
case, responsibility could not be pin-pointed.

Page 65—S. No. 62—Loss amounting to Rs. 1,54,027 representing
value of stores found deficient on physical check during 1951-52.

36. The Engineer-in-Chief stated that the Depot concerned which
had been built during the War held at that time 30,000 tons of
stores of 70,000 types valuing Rs. 12 crores. There was no proper
stock-taking and stores were being received by the Depot from UK.
towards the end of the War. The stores in the packages did not
agree with the markings outside or invoices.

The Sub-Committee asked the Engineer-in--Chief to ensure that
there was an improvement in the state of store-accounting in future,

ApPPENDIX C

Page 13, S. No. 1—Loss amounting to Rs. 24,200 on account of expen-
diture on normal repairs to valley gutters in 22 sheds in a Central
Ammaunition Depot, which were completely re-roofed subsequently.

37. In this case, 22 sheds repaired as part of the contract for the
repair of 90 sheds concluded on 30th March, 1949 were again includ-
ed in the re-roofing project of 200 sheds sanctioned on the 26th May,
1948. The Engineer-in-Chief stated that during the repair operation
of valley gutters of the sheds in the first project, it was decided to
enlarge the scope of repairs which overlapped the first operation al-
ready in hand. When the Chief Engineer concerned visited the
Depot, he stopped the rest of the work on the first operation, as
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major repairs had subsequently been sanctioned. The repairs stipu-
liated in the first project had already been carried out in the case of
these 22 sheds which were included in the second repair project.
These sheds were, therefore, repaired twice.

38. The Sub-Committee decided to cancel their sitting fixed for the
29th November, 1958 and adjourned till 1600 hrs. on the 1st Decem-
ber, 1958.



PROCEEDINGS OF THE FIFTH SITTING OF THE SUB-
COMMITTEE OF THE PUBLIC ACCOUNTS COMMITTEE ON
THE DEFENCE SERVICES ACCOUNTS HELD ON MONDAY,
THE 1ST DECEMBER,1858.
39. The Sub-Committee sat from 16:00 to 17-05 hours.
PRESENT
Prof. N. G. Ranga—Chairman

MEMBERS

2. Dr. Ram Subhag Singh

3. Shri A. C. Guha i

4. Shri M. Govinda Reddy

5. Shri Rohit Manushankar Dave
6. Shri S. Venkatraman.

Shri A. Kalyanaraman, Deputy Comptroller and Auditor
General of India.

Shri P. K. Basu, Director of Audit, Defence Services.
SECRETARIAT
Shri M. C. Chawla—Under Secretary.
WITNESSES
Ministry of Defence
Shri O. Pulla Reddi, Secretary.
Shri S. D. Nargolwslla, Joint Secretary.

Lt. General Bahadur Singh, Adjutant-General.
Ministry of Finance (Defence)

Shri S. Jayasankar, Financial Adviser.
Shri Phul Chand, Controller General of Defence Accounts.
Shri H. K. Hariharan, Additional Financial Adwiser,
Shri D. S. Nakra, Additional Financial Adviser.
The Sub-Committee took up further considerations of the State-
ment of Losses of cash, overpayment etc. pertaining to the post-

partition period included in the Appropriation Accounts (Defence
Services), 1955-56.
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Adjutant General’'s Branch
APPENDIX A.

Page 37—S. No. 2—Loss amounting to Rs. 44,747 arising out of irre-
gularities in cash accounts of an Army Service Corps Company
relating to the period September, 1947 to January, 1949.

40. Although the irregularities were pointed out by internal
audit in November, 1949, the Court of Enquiry to investigate the
losses was held only during December, 1950 to January, 1951. The
Court Martial was held from the 31st January to 7th June, 1952.

Explaining the circumstances leading to the two enquiries
held into the case viz., Court of Enquiry and Court Martial, the
representative of the Ministry of Defence stated that the Court of
Enquiry had found that there was lack of supervision but there was
no fraud. The Area Commander had suspicion about one small item
of Rs. 4,500 and, therefore, a Court Martial took place on that item
only. The charge could not, however, be proved in the Court Martial
and the officer was acquitted on that count. The Officer who was a
Short Service Regular Commissioned Officer was discharged.

To a question why it took about a year to hold the Court of
Enquiry into the case after the irregularities had been brought to
the notice of the Army authorities by the C.G.D.A., the representa-
tive of the Ministry of Defence stated that this period was taken in
settling with the C.G.D.A,, the various amounts involved which
were brought down from Rs. 1,40,000 to Rs. 44,747. Intervening, the
Defence Secretary admitted that a delay of one year for holding the
Court of Enquiry was not satisfactorily accounted for. A depart-
mental Committee appointed by the Defence Ministry had also
noticed this delay and had urged the necessity for eliminating such
delays. He assured the sub-Committee that suitable instructions
on the subject had been issued by the Army Headquarters early in
1954 and no such delays in holding courts of enquiry occurred now.

In reply to a question, the Adjutant General stated that the offi-
cer was put under open arrest in the present case during the period
of the Court Martial. )

Page 37—S. No. 3(a)—Loss amounting to Rs. 74,823 due to embezzle-
ment by a cashier during the period prior to January, 1952 detected
on 28th January, 1952.

and

Page 38—S. No. 3(b)—Loss of cash amounting to Rs. 66,642 from
the premises of Reserve Bank at a station in February, 1958

41. Both the cases occurred in the office of the same Garrison
Engineer. In the first case, the cashier who abscqnded from the
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28th January, 1952 was apprehended by the Police two years later
but was acquitted by the Court. The case against him was not pur-
sued further on legal advice.

In the second case, the theft occurred while the money was in
the custody of a peon to whom it had been entrusted by the cashier
who was encashing another cheque. The peon was dismissed from
service and the Cashier was made to forfeit two annual increments
with cumulative effect. The Garrison Engineer who was consider-
ed negligent in having allowed the drawal of such a large sum by
the Cashier in contravention of rules was dismissed from service.
Disciplinary action was also taken against the escorts.

The representative of the Ministry of Defence stated that although
the Cashier involved in the first case was acquitted by the Court,
he was convicted by the High Court on another defalcation charge
and was dismissed from service within six months. In reply to a
question, the Defence Secretary stated that the findings of the Court
in the first case was that the prosecution had not been effectively
conducted. The representative of the Defence Ministry stated that
the Garrison Engineer was dismissed from service and cashiered in
the second case as a result of the Court Martial. in September, 1953.

Page 38—S. No. 6—Loss amounting to Rs. 21,903 on account of fradu-

lent payments obtained by an ex-Havildar Clerk during January

to August, 1951 by presenting spurious payment authority at diffe-

rent Army Units and forged emergency cash requisitions at four
Civil treasuries.

42. This case had already been reported in para 27 of the Audit
Report, Defence Services, 1952. The Sub-Committee wanted to
know the present position regarding recoveries made from the per-
sons responsible in this case. The representative of the Ministry of
Defence stated that severe action had been taken against the Army
Officers responsible in this case. A part of the amount was recover-
ed from one Lt. Colonel who was also reverted to the rank of
Major. The other officers were warned.

As regards the four Treasury Officers responsible for making pay-
ments in this case, the representative of the Ministry of Defence
stated that one officer responsible for payment of Rs. 985 had re-
tired and no action could be taken against him by the State Gov-
ernment concerned. The Clerk concerned in the Treasury had been~
warned and his increment stopped for one year. In the case of
another Treasury, the State Government had decided to recover
Rs. 2,000 and Rs. 1,000 from the Deputy Collector and his Account-

[ ]
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ant respectively who were responsible for making the wrong payment
of Rs. 9,985. The State Government had informed that the recoveries
were being made from the officers concernd in parts and the full
amounts when recovered would be credited to the Government of
India. The institution of disciplinary action against the other two
treasury officers was stated to be under consideration by the State
Government concerned.

In reply to a question, the representative of the Ministry of De-
fence stated that there were instructions already that without check-
ing the identity of the person concerned, no payment should be made
and, as far as possible, the payment should be made from the unit to
which the officer belonged or from his Record Office. In the present
case, the official was going from one place to another telling each
officer that he had been discharged and was asked to collect his gra-
tuity and mustering-out benefits. It was in fact due to the standing
instruction’s on the subject that the fraud was detected by one of the
Officers. Adherence of these instructions had been reiterated, he
added.

Page 42—S. No. 1-Loss of Rs. 53,262 on account of payment of

mustering out concessions by the Chief Commissioner of a Centrally

Administered State to the personnel of State Forces at a scale more
generous than authorised by the Government of India

43. The representative of the Ministry of Defence stated that the
overpayment in this case related to the ex-State Forces of a State
merged into the Union of India in September, 1949. The Chief Com-
missioner concerned issued an order in December, 1949 promulgating
the mustering out concessions, whiclr were gazetted in the Gazette
of the State on 13th March, 1950. Meanwhile in February, 1950 the
Defence Ministry issued their own orders for mustering out conces-
sions and their responsibility for payment of these conces-
sions started with effect from 1st April, 1950 prior to which it was
the liability of Civil estimates under the Ministry of States. But
certain payments were made by Chief Commissioner according to the
old rates due to non-receipt of the copy of the orders issued by the
Defence Ministry in February, 1950, promulgating the revised rates.
As soon as the matter came to their notice, further payments were
immediately stopped. In reply to a question, he stated that the Chief
Commissioner had not consulted the Ministry of States in fixing the
mustering out rates in December, 1949, for which lapse, the officer
had expressed his regrets. In reply to another question, the repre-
sentative of the Ministry of Defence stated that it was not possible
to say at this stage whether the copy of the orders issued by the
Defence Ministry was despatched by registered post, as the late States
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Ministry were handling the matter at that time. The normal prac-
tice was to send all orders involving financial commitments by regis-

tered posts.

44, The Sub-Committee decided to visit the Military Farms at
Bareilly and Lucknow on the 5th and 6th December, 1858

45. The Sub-Committee then adjourned till 16'00 hours on the 2nd
December, 1958.



PROCEEDINGS OF THE SIXTH SITTING OF SUB-COMMITTEE
ON DEFENCE SERVICES ACCOUNTS HELD ON THE 2ND
DECEMBER, 1958

46. The sub-Committee sat from 16-00 to 17-30 hrs.

PRESENT
Prof. N. G. Ranga—Chairman
MenmBERS
2. Shri Upendranath Barman
3. Shri M. Govinda Reddy
4. Shri Rohit Manushankar Dave
5. Shri H. C. Dasappa
Shri A. Kalyanaraman—Dy. C & A.G.
Shri P. K. Basu—Director of Audit Defence Services.

SECRETARIAT
Shri M. C. Chawla-—Under Secretary

WITNESSES

Ministry of Defence

Shri B. G. Rau—Joint Secretary.
Shri H. C. Sarin--Joint Secretary.
Air Vice-Marshal D. A. R. Nanda-—-D.C.A.S. Air-Hqgrs.
Air-Commodore E. W. Pinto—A.0.A. Air-Hgrs.
Air-Commodore M. S. Chaturvedi—A.O.M. Air-Hgrs.

Brig. K. T. Mathew—Judge Advocate General.

Birg. J. K. Khanna—Director of Personal Services, Army
Hgrs.

Shri S. Jayasankar—Financial Adviser

Shri M. K. Hariharan—Addl. Financial Adviser

Shri Phul Chand—Condrnller General of Defence Accounts

47. The sub-Committee took up further consideration of the state-
ment of losses of cash, overpayments etc. included in the Appropria-
tion Acounts (Defence Services), 1955-56.
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General Staff Branch
APPENDIX A

Page 40—S. No. 15—Loss Amounting to Rs. 13,781 resulting from mis-
appropriation /irregular maintenance of store and cash accounts of an .
infantry unit during 1st January, 1949 to 31st October, 1950.

48, In this case, a large number of irregularities took place wviz.
purchases were made from educational amenity and training grants
without proper sanction and the stores were not taken on ledger
charge, production of bogus receipts to support payments purported to
have been made to civilians employed in lieu of combatants and cre-
diting of money so obtained to unit private funds or mis-appropriating
it, irregular preparation of ration returns, misappropriation of wash-
ing charges and amounts realised on account of payment, issue of
clothing, rations etc.

49. The representative of the Ministry of Defence stated a court of
enquiry constituted to investigate into the various irregularities ais-
closed in the accounts of the unit held suspicions against the bona
fides of some officers, although it could not find sufficient evidence to
warrant a Court Martial against them. A summary of evidence was
subsequently recorded under orders from the Army Headquarters and
made availalbe to the Deputy Judge Advocate General in the Com-
mand Headquarters who held the view that there was not sufficient
evidence for convicting the officers in the Court Martial. Therefore,
administrative action was resorted to against the officers concerned.
The Commanding Officer of the unit who was held guilty of negli-
gence was conveyed severe displeasure of the General Officer Com-
manding of the Command and was called upon tc make good the luss
to the extent of Rs. 1,000. One other officer and a J.C.O. were re-
primanded. This case had also stood in the way of the promotion
of the Commanding Officer concerned.

In reply to a question, the representative of the Ministry stated
that the results of 1009, audit of the accounts of the unit was made
available in November, 1950, while the court of enquiry started func-
tioning in October, 1951. He could not account for the delay of about
a year in holding the court of enquiry.

Page 53—S. No. 20—Loss amounting to Rs. 83,272 due to destruction
of a shed by fire on 12th March, 1953.

50. The representative of the Ministry of Defence stated that
according to the findings of the court of enquiry, while the fire was
accidential, the unit did not react to the situation satisfactorily. The
Commanding Officer was held negligent in his duties inasmuch as
he did not hold fire-fighting practices regularly and make the unit
sufficiently fire-protection-minded. He was accordingly reduced in
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rank from Lieutenant Colonel to Captain for about 8 months and also
suffered a monetary loss of Rs. 4,000 to 5,000 in his emoluments
during the period of his demotion. Later, however, when a favour-
able review report was received this officer was given the promotion.

In reply to a question, the representative of the Ministry of
Defence stated that instructions had been issued that there should
be regular fire-practices and after such practices, the officers should
give a talk to all the personnel in the area.

Page 54-S. No, 23-Loss amounting to Rs. 157,245 representing the
value of stores consigned during September, 1947 to October,
1949 to an Area Headquarters on 64 vouchers, credit for
which was not traceable.

51. The representative of the Ministry of Defence stated that the
vouchers could not be linked in this case as they had been lost. lle
pleaded that this case related to the unsettled period following the
partition when the officers without sufficient experience handled the
records. The case came to notict in 1954 when ad hoc Committees
were appointed to clear audit objections. It was decided not to

institute a court of enquiry at that stage as the relevant records were
not available.

The sub-Committee were assured that at present courts of enquiry
were held in such cases of losses of documents.

Air Headquarters

Page 41-S. No. 16-Loss amounting to Rs. 2,791 due to fraudulent use
of 14 railway warrants by unknown persons prior to 1st
February. 1954

52. The representative of the Air Headquarters stated that in
this case the book containing the forms fell into unauthorised hands
on disbandment of a RAF unit after the war. There was no handing
over from the RAF to the Indian Airforce. He assured the Committee
that at present the railway warrants were kept in safe custody by

the officers and there was no chance of their going into unauthorised
hands.

Page 49-Item II(c)—Loss amounting to Rs. 96.870 due to
deterioration of aviation stores;
and
Page 70-S. No. 89 Loss amounting to Rs. 32,570 due to change in
condition of 608 cylinders in an equipment Depot revealed
during inspection in May, 1951.

53. The representative of the Air Headquarters stated that most
of the stores were those left behind by the R.AF. after the war,
which were found to have deteriorated on maintenance inspection.
Their deterforation could be attributed to either storage in the open



148

or expiry of life span. He assured the Committee that stores were
now periodically inspected and action taken to prevent their deterio-
ration. The sub-Committee wanted to be furnished with a note
stating approximately the value of the stores lying ip the open in
the Airforce Depots and their proportion to those lying under
covered accommodation during the years 1956-57 and 1957-38 and
steps taken to provide more covered accommodation.

Page 53-S. No. 18-Loss amounting to Rs. 10,28,255 due to six
cases of flying accidents during July, 1951 to October,
1954 resulting in damage ranging from
Rs. 9,700 to Rs. 5,00,000.

54. The representative of the Ministry of Defence stated that in
each of these cases of accidents to aircraft, a court of enquiry was
held and suitable action taken against the pilots concerned. The
representative of the Air Headquarters stated that such accidents
took place due to errors of judgment on the part of pilots.

Page 69-S. No. 87-Loss amounting to Rs. 13,68,385 due to deficiencies
in the Airforce stores revealed during biennial ctock-
taking (1949-51) in an Equipment Depot

55. Explaining the reasons for deficiencies in this case, the repre-
sentative of the Air Headquarters stated that the first stock-taking
after the war which was completed in a short period of four months
in 1948 was not done satisfactorily. The purpose of that stock-
taking was to know broadly the stocks of the various stores left
over by the RAF. He added that 1009 stock verification in
Depots required a period of two years. In reply to a question, the
representative of the Minis‘ry of Defence stated that the store
accounting had since improved in the Depot inasmuch as the deficien-
cies had come down to Rs. 6°5 lakhs in 1955 and about Rs. 1 lakh in
the latest stock-taking.

The sub-Committee desired to be furnished with a statement
showing the value of surpluses and deficiencies disclosed in the
various Airforce Depots during the last two biennial stock-takings.

Page 70-S. No. 92-Loss amounting to Rs. 1,40.132 on account of
deficiencies of furniture, electrical fittings and damage to
buildings revealed on physical check during
15th August, 1947 to 1950-51.

56. The representative of the Ministry of Defence stated that the
deficiencies in this case also related to the unsettled period following
the war and existed even before the stores were taken over from the
RAF. Two officers involved in this case were reproved. He
assured the Committee that such items were now properly accounted
for at the time of the handing over and taking over of the buildings.

57. The sub-Committee then adjourned till 1000 hrs. on the 3rd
December, 1958.



PROCEEDINGS OF THE SEVENTH SITTING OF THE SUB-
COMMITTEE OF THE PUBLIC ACCOUNTS COMMITTEE ON
THE DEFENCE SERVICES ACCOUNTS HELD ON WEDNES-
DAY, THE 3RD DECEMBER, 1958.

58. The sub-Committee sat from 10°00 to 11-20 hours.

@ N e W

PRESENT
Prof. N. G. Ranga—Chairman

MEMBERS
Shri Upendranath Barman.

. Shri Arun Chandra Guha

Shri H, C. Dasappa

Shri Jaipal Singh

Amolakh Chand

Shri M. Govinda Reddy

Shri Rohit Manushankar Dave.

(Shri N. R. M. Swamy was also present)

Shri A. Kalvanaraman, Deputy Comptroller and Auditor
General.

Shri P. C. Ghosh, Deputy Director of Audit, Defence
Services.

SECRETARIAT

* Shri M. C. Chawla—Under Secretary.

WITNESSES
Ministry of Defence
Shri R. P. Sarathy, Additional Secretary.

Major General Harkirat Singh, Director of Mechanical
Engineering, Army H.Q. '

Brig. J. K. Khanna, Director of Personal Services, Army
Headquarters.

Col. R. C. Lai. M.G.O's Branch.
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Ministry of Finance (Defence)

Shri M. K. Hariharan, Additional Financial Adviser.

Shri D. S. Nakra, Additional Financial Adviser.

Shri R. Bhaktavatsalu, Joint Financial Adviser.

Shri Phul Chand, Controller General of Defence Accounts.

Statement of losses of cash, overpayments etc. as contained in
Appendices ‘A’ and ‘B’ in the Appropriation Accounts, Defence
Services, 1955-56

Serial No. 14, Page 40

59. This case relates to a loss of Rs. 4,346 on account of excessive
advances drawn by a J.C.O. during 15th August, 1947 to September,
1950 which could not be recovered as he was dismissed from service
in November, 1950. In reply to a question as to whether any check
was exercised for a period of three yvears during which the excessive
advances were drawn, the representative of the Ministry stated in
evidence that this related to the war period when the accounts were
in a chaotic state. While explaining the system of checks exercised,
the Controller General of Defence Accounts stated that with regard
to the pay and accounts of “other ranks”, there were various Record
Offices for the various arms of the services. A Pay and Accounts
Office was attached to every Record Office. The accounts were
maintained on individual running ledger account system. The
amounts due were credited in a cage in the LR.IL.A. The various
units drew money from specified regional Controllers near to them
or from field cashiers for paving the “O. Rs.” The Unit was intimated
the amount of net monthly pay and allowance due to a soldier every
month and it was for the local authorities to see that they did not
get more than their entitlement. Every soldier had also got a “Per-
sonal Pass Book” in which his entitlement of pay and the payments
made to him were entered. Then these units prepared acquittance
rolls everv month showing the actual amount paid to every soldier
and when they reached the Pay and Accounts Officer, he debited it in
the IL.R.L.A. Elucidating the point further the Controller General of
Defence Accounts stated that the difference between the credits due
for a period and the amounts actually paid represented either a
credit balance or a debit balance. He admitted, however, that the

.soldiers had been paid more than their entitlement. The matter had
been under correspondence with the Adjutant General's Branch
and various orders had also been issued. He assured the sub-Com-
mittee that the matter was being pursued. The representative of the
Ministry of Defence also informed the sub-Committee that every
quarter the soldiers’ accounts were reconciled and the C.G D.A. also
rendered a quarterly report to the Adjutant General.
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The sub-Committee desired that in pursuance of the recommen-
dation contained in the Ninth Report of the Public Accounts Com-
mittee (Ist Lok Sabha) (para 56), annual reports showing the pro-
gress made in the reduction in the debtor balances in the soldiers’
accounts should be furnished to the Commattee.

Appendix B to the Appropriation Accounts—Page 49 Item II (c)—
Deterioration

60. This case disclosed a loss of Rs. 9,32,598 owing to deterioration
in Mechanical transport vehicles and connected stores. The repre-
sentative of the Defence Headquarters stated in  extenuation that
95% of the stores were of war-time manufacture and it was the
position even to-day, and, therefore, there had been deterioration.
Adequate measures had been taken for the effective turn-over of the
stores, as a result of which the percentage of deterioration had come
down from 11% in 1954 to 1 p.c. in 1957. 18 lakhs sq. ft. of accom-
modation, he said, had been provided and sanction had been given
for an additional 9 lakh sq. ft. but even at the moment large stocks of
stores were lving in the open. He expected that in the next two or
three years, sufficient accommodation would become available to
cover all the stores which were lying in the open.

61. In reply to a question, the representative of the Ministry of
Defence stated that the present capacity for repairing vehicles was
about 3,800 a vear and two months ago instructions had been issued
to increase it to 6,000 a vear as they had a programme of repairing
10,000 more of these war-time vehicles. Formerly, there was diffi-
culty with regard to the availability of spares, but last year Govern-
ment had entered into a contract with a Canadian firm for all the
spares, which had started coming in. The entire lot was expected in
the next few months. Both the representatives of the Ministrv of
Defence and Defence Headquarters admitted that the present
position was not satisfactory as the number of repairable
vehicles was much more than the capacity and there was a back-log
of 31,000 vehicles. They expected to reach the capacity of 6,000
vehicles per vear in two years. The representative of the Defence
Headquarters further stated that the repair of these vehicles which
required complete stripping and reassembling could be done only in
the Military Workshops, at Delhi, Bangalore, Meerut and Allahabad
and nowhere else such facilities were available. They had tried
private concerns for this work but had failed in the past. The Chair-
man suggested that they should try to help private concerns to set
up necessary workshops and equipment etc. and thus gain their co-
operation in repairing etc. these vehicles. The representative of the
Ministry, however, agreed to examine such possibilities.

Serial No. 12, Page 58
62. A loss of Rs. 6,85,167 had occurred due to change in condition
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of vehicles kept segregated for issue to a foreign country. The re-
presentative of the Ministry stated that these were AF Vehicles.

The sub-Committee, however, deferred further consideration of
the General Policy followed by the Ministry in regard to the repairs
and cannibalisation of such vehicles pending consideration of the
statement showing action taken on the Outstanding Recommenda-
tions.

Serial No. 30, Page 55

63. A loss of Rs. 18,476 had been disclosed when deficiencies were
revealed in ration and clothing articles as a result of cent per cent
check of accounts carried out at the instance of administrative autho-
rities.

In reply to a question the Controller General of Defence Accounts
stated that normally periodical audit to the extent of 33-1/3%, of the
transactions was conducted but when the administrative authorities
found in any case that the accounts were not satisfactory, they re-
quested for a cent per cent audit for which sanction of the Controller
was given for extra staff. In reply to another question as to why in
this case the punishment to the junior officer (Havildar) was more
severe than that of the Commanding Officer (J.C.0.), it was stated
that in a small unit this work was done by junior staff and the pun-
ishment was given in accordance with the findings of the Court of
Enquiry. He further stated that such officers who had to maintain
accounts were given training in accounting.

Serial No. 31, Page 55
64. A loss of 30,586 occurred owing to the damage to rifles and
small arms caused by fire in an Ordnance Depot.

The representative of the Ministry stated that due to careless-
ness, some of the oily rugs used for maintenance and cleaning of
small arms were left behind at the closing time of the Depot. Then
there had been spontaneous combustion. On the basis of evidence
available to the court of enquiry, everyone in the unit had been
given reasonable punishment. He further stated that small arms and
rifles in the Depot were checked once a year and as frequently as
possible. After the outbreak of the fire, these were checked and
nothing was found missing. Since it was admitted by the represen-
tative that the Ministry were not fully satisfied with the existing
fire-fighting machinery, the sub-Committee desired to be furnished
with the following information:—

(a) Number of rifles and small arms in the Depot before the
fire took place, number damaged in fire and the number
then left in stock.

*(b) Time taken to raise the alarm and the time taken by
the fire-engine to come and start functioning. How far
is the fire-brigade located from the Depot?

¢ See Appendix XI.

SR PPN —
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*(c) What are the existing orders with regard to giving alarm

in case of fire? What particular order was not carried
out in this case? .
Serial Nos. 1-4 and 6, Page 57: Serial Nos. 1-9, Page 58; Serials Nos.
15, 17, 19-20, Page 59; Serial No. 21, Page 60; Serial Nos. 28-30,
34 and 35. Page 61:

65. These were instances of losses due to deterioration, wrong
identification. etc. The representative of the Armv Headquarters while
explaining the discrepancies stated that prior to Re-organisation, the
percentage of discrepancy was 342 which had come down to 3-8 now.
This percentage was worked out on quantity account as weil as on
value account. On the quantity account, a discrepancy was bound
to occur, he stated, as the articles received in the depot were not
checked cent percent but only 5%. Secondly, because posting was
done manually, there was an element of human error. Thirdly, a
certain amount of error was bound to occur due to wrong identi-
fication. The sub-Committee desired to be furnished with the follow-
ing information in this connection:

I.* What is the percentage of discrepancy in the case of—
(a) articles which can stand deterioration due to weather,
etc. if there is delay in their use; and
(b) articles which are of key importance.
I1.* Serial No. 1, Page 37

Whether any svstem has been devised to ensure that surpluses
are verifiable in account by the C.G.D.A. and how is it established
that whenever losses are written off, surpluses of the same type of
stores when discovered are taken into account as fresh arrivals or fresh
receipts and are not allowed to be linked up later on with shortages?

Serial No. 5, Page 57

66. This case disclosed a loss of Rs. 867,811 on account of defi-
ciencies in major-minor components of artillery equipment. In reply
to a question, it was stated by the representative of the Ministry of
Defence that any stores received by the Depot from units as unfit
are required to be inspected but in this case all came from forward
areas. Intervening, the representative of the Army Readquarters
stated that even now thev did not have sufficient number of EME
officers to inspect all the stores which were received in bulk.

Serial No. 11, Page 58

67. This case relates to a loss of Rs. 3.64,735 representing the value
of certain stores issued by various units to an Ordnance Depot, credit
for which could not be traced in the accounts of the Depot.

When the CGDA stated in reply to a question that he had made
certain suggestions for easy linking of vouchers, the sub-Committee
desired to know what had been the response of the army authorities
fn this matter and what the latest position was.

68. The sub-Committee then adjourned till Thursday, the 4th
December, 1958 at 1600 hours.

*Noteg received not printed.
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Shri R. Bhaktavatsalu, Joint Financial Adviser.
Shri Phul Chand, Controller General of Defence Accounts.

70. The sub-Committee took up further examination of the state-
ment of losses of cash, overpayments etc. included in the Appropria-
tion Accounts, Defence Services, 1955-56.

71. At the outset, the Controller General of Defence Accounts
made a statement regarding the results of local audit conducted by
his department of the accounts of the Army Service Corps Company
referred to in S. No. 7 at page 51 of the Appropriation Accounts
(Annexure). The sub-Committee had desired to be furnished
with the requisite information at their sitting held on the 27th
November, 1958 when this case was discussed.

M.G.O. Branch

Page 44—S. No. 13—Loss amounting to Rs. 9-158 on account of over-
issue of pay in the scale of Rs. 500-50-1100 to a temporary
civilian Mechnical Engineer during the period 5th
August. 1949 to 28th February, 1953.

72. The officer assumed charge of the post in the grade of
Rs. 500-50-1100 on the 5th August, 1949 and was placed by the
Departmental Promotion Committee which met in 1951, in the lower
grade of Rs. 350-800 retrospectively. Explaining the reasons for the
delav the representative of the Ministry of Defence stated although
orders had been issued in May, 1949 notifving two grades, viz., 600-
1150 and Rs. 350-800, for this cadre, the distribution of the posts in
the cadre between these two grades was fixed in September, 1951.
Thereafter, the Departmental Promotion Committee met and graded
the officers which were ratified by the U.P.S.C. in December, 1952,

The sub-Committee wanted to know the emoluments drawn by
this officer in the State Government before his appointment in' the
Defence Organisation.

Page 59, S. No. 14-Loss amounting to Rs. 91,171 representing the value
of certain stores stated to have been issued by various Units
in a field area to an Ordnance Depot during the
period prior to the 1st April, 1950 credits for
which could not be traced in the accounts
of the latter

73. The representative of the M.G.O. Branch stated that an analy-
sis of the items revealed that the irregularities in the case of 26 items
were due to the reorganisation, 9 items due to field operations, 5 items
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due to discrepancies arising from day to day functioning of the
Depot and 1 item due to fire. In reply to a question the C.G.D.A.
stated that he had made certain suggestions to the Army authori-
ties to facilitate linking of the vouchers in the depots. The repre-
sentative of the Ministry of Defence stated that these proposals were
receiving their consideration. The sub-Committee wanted to know
the final decision arrived at in the matter.

Page 59-S. No. 16-Loss amounting to Rs. 1,73,743 due to deficiency/
change-in-condition of 93,732 Horse Brushes in an Ordnance Depot

74. The change in the condition of the brushes was traced at the
time of disinfection during the months of August, November and
December, 1952. A Court of Inquiry was held but no individual was
held responsible for the loss.

The representative of the M.G.O. Branch stated that the brushes
which were left in large quantities after the War deteriorated due
to their storage in the open as adequate covered accommodation was
not available in the Depot concerned. In reply to a question, he
stated that these brushes could not be disposed of after the War
because a general ban was enforced on disposal at that time for
3 years. In reply to another question, he stated that the Court of
Enquiry had recommended in this case among other things provision
of adequate staff end proper storage facilities.

Page 60-S. No. 23-Loss of stores amounting to Rs. 70,390 issued by
an Ordnance Depot on loan to a Petroleum Company located
in an operational area during 19848

. 1 The whereabouts of the stores could not pe located for want
of records with the consignee. The representative of the Ministry
of Defence pleaded that during the oprational period, store accounts
could not be kept properly by the units in the field areas. The
representative of the M.G.O. Branch added that in some cases only
part of the stores were received by the consignee units because of
the intermediaries through which these stores were routed during
the operations.

The sub-Committee desired that the matter should be considered
by the Defence Ministry in consultation with the C.G.D.A. and Audit
and a suitable system evolved which could be followed during
emergencies,

Medical Directorate

Page 48-11 (C)-Loss amounting to Rs. 6'187 due to deterioration of
Medical Stores

78. The representative of the Ministry of Defence stated that
stores in question were held by a large number of Units all over
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the country and a certain amount of deterioration was bound to
occur. In reply to a question he stated that medical stores were
handled by trained personnel in the Organisation. The sub-Com-
mittee did not pursue the matter further.

Ordnance Factories

Puge 54—S. No. 25—Loss of Haldu Planks amounting to Rs. 52,881
in a factory which was discovered in March, 1953.

77. The loss in this case was attributed to the acceptance of the
guantities stated to have been despatched by trade without proper
verification

The representative of the Ministry of Defence stated that when
the shortage came to light, it was suspected that the officer con-
cerned might have given receipts for quantities in excess of what
had been actually received. A Board of Enquiry held in the case
came to certain tentative conclusions. A Court of Enquiry consti-
tuted subsequently practically exonerated most of the officers in-
volved in the case for the reason that the timber might have been
utilised in making boxes. The findings of the Court of Enquiry were
however, not accepted by the D.G.O.F. who held the view that there
was collusion or a gross neglect of duty and awarded punishments
to the persons concerned.

In reply to a question, the representative of the Ministry stated
that question of recovery of the amount from the firm was dropped.
as the Ministry of Law had advised that with a valid receipt for
the entire stores in his possession the contractor could not legally
be proceeded against. When asked as to the purpose for which the
Haldu planks were purchased, the representative of the Ministry
of Defence could not furnish the information. He, however, under-
took to furnish the required information later on.

Page 54—S. No. 27.—Loss amounting to Rs. 58,844 due to deficiency
of stores in an Ordnance Factory disclosed in physical verification of
stock itn May, 1953

78. The deficiencies in this case were attributed to theft, fraud
or neglect. Three individuals were warned. but further disciplinary
action was not possible as the responsibility could not be fixed. The
Director of Production stated that the stock verification which
involved 5,000 weighments in this case was delayed for want of
weighing machines. Explaining the reasons for not fixing individual
responsibility for the deficiencies, the representative of the Ministry
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of Defence stated that issues of stores in such large quantities would
necessarily involve certain percentage of over-issue or under-issue
due to variations in weighing and it was in fact allowed. In
reply to a question, the Director of Production stated that prior to
1953, 100 per cent stock verification had not been undertaken. He
assured the sub-Committee that now stock-taking was being done
yearly.

In reply to a question, the C.G.D.A. stated that stock verification
was being carried out in the Ordnance Factories since 1949-50.
While in the earlier years, the results of such verifications were
not generally satisfactory, discrepancies during the year 1957-58
were not of considerable magnitude except in four factories where
it amounted to over Rs. 1 lakh.

Page 67—S. No. 71—Loss amounting to Rs. 26,200 on account of
deficiency of 200,700 cartridges in an Ammunition Factory
revealed as a result of stock verification

79. The Director of Production stated that the stock was being
held in this case since March, 1946 but stock verification was under-
taken for the first time in March, 1950, It was likely that the loss
was the comulative effect of adverse war-time conditions obtaining
during the years even prior to 1946. He added that they had also
found a surplus of 483 cwt. of brass scrap without copper cap and
1,500 cwt. of bullets made of brass and zinc, which was likely to be
the result of breaking of a large number of cartridges. In reply to
a question, he stated that the cartridges werc rejected ones and
were stocked in the open.

In reply to a question, the representative of the Ministry of
Defence stated that a very careful check was being exercised against
losses of arms and ammunition. The sub-Commitiee wanted to be
furnished with a statement showing the cases of losses of arms and
ammunition detected during the last 3 years, action taken against
the persons responsible and remedial measures taken to prevent
their recurrence.

Naval Headquarters

Page 69—S. No. 83—Loss amounting to Rs. 190,500 due to sinking
of a Tug in October, 1952 while being towed from one port to another

80. The representative of the Ministry of Defence stated that this
case had been gone into by a Senior Board of Enquiry appointed by
the Chief of the Naval Staff who after reviewing the findings of the
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Board came to the conclusion that a combination of unforeseen
circumstances had culminated in the ship being lost and there was
no culpable negligence on the part of anybody. Explaining the
unforeseen circumstances leading to the loss of tug, the representative
of the Naval Headquarters stated that the Naval Officer-in-Charge
of the Port who had to make satisfactory arrangement for towing
as also the Officer put in command of the towing fell sick and the
responsibility devolved on the junior officers. Again, the officer who
initially went”in the tug had to transfer himself to another ship as
he had been asked to return to another port to assume charge of
the Navigational Instruction Course being conducted on that ship at
that port. The tug was. therefore, left without an Officer. In reply
to a question, he stated that out of the complement of 20-25 persons
on the tug, one person died. He admitted that the loss could have
been prevented, had sufficiently experienced officers been put in
charge of the tug.

When asked why it was not possible to postpone the towing of
the tug in view of the sickness of the Officers concerned, the repre-
sentative of the Minisirv of Defence stated that the Commodore
concerned did not think it necessary to delay the voyage as he was
under the impreéssion that an officer was going in the Tug. But
unfortunately that officer transferred himself to another ship. He
added that detailed instructions had been laid down for the towing
of ships in the Indian Naval Fleet Order issued in 1953, which en-
joined that it was desirable that an officer should be in the towed
vessel. The sub-Committee, however, suggested that the order
might be suitably amended to make provision for the presence of an
officer in the towed vessel compulsorv to obviate such cases in
future. The sub-Committee also desired that a copy of the amend-
ing orders issued by the Ministry of Defence in this behalf should
be furnished to them.

81. The sub-Committee then adjourned sine die.



ANNEXURE

Statement made by the Controller General of Lefence Accounts
regarding the case referred to in S. No. 7 at page 51 of the
Appropriation Accounts (Defence Services), 1955-56 at the
sitting of the sub-Committee on Defence Serpices Accounts, held
on the 4th December, 1958.

On the 27th November, there was discussion on this item. It
was mentioned that the irregularities appear to pertain to the period
January to March, 1951 and I said that I had asked for a full report
and I would submit it later on. Now, I have got a complete report.
I find that the Audit was regularly being carried out from 1948 on-
wards. It was not that the Audit was in arrears. The irregularities
were pointed out as and when discovered from 1948 onwards. From
the loss statement that is prepared, 1 find that most of the items
relate to the period January to March 1951. There are two items
relating October, 1950 to they were objected to immediately on
completion of the audit. There was no delay. There are some items
relating to non-tracing of credit for stores from 1948 onwards. These
were also pointed out.

April 1948 to January, 1949 .. 1§ vouches.
April, 1949 to September, 1949 o1 do.
October, 1949 to December, 1949 12 do.
July, 1950 to September. 1950 4 do.
October, 1950 to December, 1950 2 do.
January, 1951 to March. 1951 37 do.

All these were pointed out during the periodical audits and then
a consolidated loss statement was prepared.
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$3. The sub-Committee took up consideration of the staement
showing action taken or proposed to be taken on the recommenda-
tions of the Public Accounts Committee made in their previous
Reports relating to the Defence Services Accounts.

Statement showing action taken or proposed to be taken on the
outstanding recommendations of the Public Accounts Committee
(Appendix 1).

S. No. 1—Para 64 of 9th Report—Amounts due to certain Ordnance

Factories for serwices rendered or stores supplied to private
individuals.

84. From a note (Appendix XVI) submiited by the Ministry of
Defence, the sub-Committee noted that no recoveries could be made
from certain parties for the stores supplied or services rendered to
them by the Ordnance Factories concerned during 1844-48 and the
amounts du» from them had been written off or some cases were

{1
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pending in the courts of law or with the arbitrators. The sub-
Committee desired rules requiring verification of antecedents of
contractors before entering into agreements with them should be
rigidly adhered to,

S. No. 2—Para 73 o 9th Report—Remittance Account

85. The sub-Committee desired that the clearance of the balance
outstanding from the UK. Government on account of claims of mis-
cellaneous nature amounting to £66,012 should be expedited by the
Ministry of Finance (Defence).

S. No. 3—Para 70 of 9th Report and para 50 of 14th Report—
Compensation payments

86. No comments. Action since completed.

Para 33 of 14th Report and para 105 of 19th Report—Establishment
of Machine Tool Prototype Factory, Ambernath

87. The sub-Committee decided to examine the representatives
of the Ministry of Defence at their sitting to be held on the 22nd
December, 1958 on the points arising from the note (S. No. 25 of
Appendix I to 19th Report of the P.A.C. 1955-56) furnished by the

Ministry.

S. No. 6 of the Para 6 (Introduction) of the 6th Report—Periodic
Review of all orders placed on ordnance factories

88. The sub-Commitiee desired to be furnished with a note setting
forth information on the following points:

(i) A statement showing the present position of the outstand-
ing orders on the Ordnance Factories and reasons there-
for (the years to which these relate may also be given).

(ii) How many orders which are over 3 years old, are still un-
cancelled although no supply could be arranged on
them?

(iii) What is the value of surplus materials and components
lying in *he factories 'vith regard to these unfulfilled
orders?

S. No. 7—Para 6 (Introduction) of the 6th Report—Full utilization
of funds voted by Parliament

89. No comments.
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S. No. 10—~Para 7 of 6th Report—Rush of expenditure towards the
close of the financial year

90. The sub-Committee desired that the effect of the instructions
issued by the Ministry of Defence and the Engineer-in-Chief to
avoid rush of expenditure on the works at the close of the financial
year might be watched through the Audit report for the next year
to be submitted by the Ministry of Finance (Defence).

S. No. 14-—Para 15 of 6th Report—Accumulation of surplus materials
due to delay in reduction of demand

91. The sub-Committee desired that in all cases of failures to make
correct provision review with consequential loss to Government, the
responsibility should be pin pointed and suitable action taken against
the individuals concerned.

S. No. \5—Para 17 of 6th Report—Co-ordination in the working of
the wings under the D.O.S. and the D.G.O.F.

. 92. No further action. -~
S. No. 16—Para 18 of 6th Report—Overprovisioning of Stores

93. The sub-Committee desired to be informed of the present posi-
tion of disposal of the surplus stores in this case.

S. No. 17—Para 21 of 6th Report-——Purchase of stores by a Naval
Stores Officer at high prices

94. No comments.

S. No. 18—Para 23 of 6th Report—Purchase of unwanted stores at
high prices

95. The sub-Committee desired that the action taken against the
other Deputy Naval Stores Officer and a Stores Receiver may be
communicated to them.

S. No. 22—Para 28 of 6th Report—Placing of Petty Orders on Base
Workshops

96. The sub-Committee wanted to know the final decision taken
by the Government regarding the proposal to increase the extent of
manufacture of spare parts by the Army Base Workshops.

S. No. 24-Para 33 of 6'th Report—Infructuous expenditure on the
manufacture of a certain weapon in an Ordnance factory

g7. No further action.
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S. No. 26—Para 35 of 6th Report—Development work in Ordnance
Factories

98. The sub-Committee desired to be furnished with a note setting
forth the procedure being now followed for carrying out development
work separately from regular manufacture of new stores?

S. No. 33—Para 43 of 6th Report—Purchase of requirements of Rail-

way stores from B.E.L.
” ’

99. No comments.
S. No. 42—Para 57 of 6th Report—Short recovery of rent

100. The sub-Committee desired to be furnished with a note setting
forth the information on the following points:

(i) Whether the incorporation of a rule similar to that appli-
cable to Civil Department personnel in the Defence
Regulations has been considered and if so, with what
results?

(ii) Whether the scales of accommodation in respect of Civil-
lian paid from Defence Estimates have since been laid
down?

S. No. 47—Para 69 of 6th Report—Non-recovery charges for surveys
carried out by a Naval Survey Ship

101, The sub-Committee decided that progress of the recovery
made from the State Government might be awaited.

S. No. 49—Para 71 of 6th Report—Aduvance payments in U.K.
Government

102. The sub-Committee desired that the latest position of the
advances made to the U.P. Government and the adjustment there-
of might be enquired from the Ministry of Defence.

S. No. 50-—Para 73 bf 6th Report—contracts for purchase of asbestos
cement sheets

103. No comments.

S. No. 51—Para 74 of 6th Report—Placing the Canteen Stores
Department on a Statutory basis as a separate body under the
Act of Parliament

104. The sub-Committee desired to know the final decision taken
by the Government on the suggestion made by Audit that the
Canteen Stores Fund may be credited with the approval of Parlia-
ment.
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S. No. 52 (ii)—Para 76 of 6th Report—Loss on purchase of aviation
stores without proper wverification of the financial status of a firm
named M/s. Aircraft Instrumentation Ltd.

105. No further action.

S. No. 53—Para 77 (ii) of 6th Report—Excess rates of daily wages of
labour

106. No comments.

S. No. 56—Para 80 of 6th Report—Procurement of Mechanical Trans-
port Vehicles

107. The sub-Committee decided to examine the representative of
the Ministry of Defence on the various points arising from the note
furnished by the Ministry in this case.

S. No. 58—Paras 82 and 83 of 6th Report—Infructuous exrpenditure
due to cancellation of a demand

108. The sub-Committee desired to be furnished with a note® stat-
ing whether in working of liabilities for purposes of provision
reviews, such casual enquiries were now excluded and only firm
requirements taken into account.

S. No. 63—Para 89 of 6th Report—Ex-gratia payment to a private
firm

109. The sub-Committee noted (Appendix XXXVIII) that the
claim for the sales tax was rejected as it was made long after the
assessment had been made and the appeal had become time-barred.
The sub-Committee felt that had the consignee taken prompt action
immediately after the amendments to the contracts were issued in
July, 1950, the firm could have included the claim for refund of sales
tax in its Returns to the Sales Tax authorities before the assessment
was actually made or in the appeal.

It was agreed that this case might be commented upon in the light
of their observations in the Report of the Committee.

110. The sub-Committee then adjourned till 11-30 hours on Monday,
the 22nd December, 1958.
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112. The sub-Committee took up further consideration of the
Statement showing action taken or proposed to be taken on the
outstanding recommendations of the Public Accounts Committee
made in their previous Reports relating to the Defence Services
Accounts (Appendix I).

Para 33 of 14th Report and Para 105 of 19th Report—Establishment
of Machine Tools Prototype Factory, Ambernath

113. The sub-Committee wanted to know the action taken by the
Ministry of Defence on the Report of the Machine Tools Committee
appointed by the Ministry of Commerce and Industry to consider the
development of the machine tool industry and all its aspects in so far
as it related to the Machine Tool Prototype Factory Ambernath.
The representative of the Ministry of Defence stated that this Com-
mittee had allocated certain types of machine tools for manufacture
by the M.T.P.F., Ambernath and their production had been started
by the factory. He added that in the last four years, the production
in the factory was much less than its installed capacity. During the
current year the production of machine tools by the factory based on
single shift was estimated to be of the order of Rs. 30 lakhs and in
the next year Rs. 50 lakhs. The capacity could be further increased
if the factory worked on double shift, he added. The sub-Committee
then drew attention to the note furnished by the Ministry of Defence
to the P.A.C. of 1955-56 pursuant to action taken on para 33 of their
14th *Report wherein the estimated production of the machine tools
by the factory was stated to be of the order of Rs. 30 lakhs, Rs. 35
lakhs and Rs. 39 lakhs in 1956-57, 1957-58 and 1958-59 respectively,
and enquired the reasons for not reaching the targets. The repre-
sentative of the Ministry of Defence stated that the shortfall in the
production targets, was caused by the time taken by the factory in
designing and trials of machine tools before starting bulk production,
as the factory was producing machine tools of their own design and
was not borrowing know-how from other manufacturers. The Direc-
tor of Production stated that one of the handicaps in utilising the
installed capacity of the factory was defection of skilled personnel
from the factory because of better terms offered to them by the
private sector. During the period October, 1955 to October, 1958, out
of a total of 302 skilled craftsmen of the various categories posted to
this factory from the Artisan School or other factories, 160 had left,
he added. They were now transferring skilled personnel from
other factories to M.T.P.F., Ambernath to the extent possible. In
reply to a question, he stated that the question of the revision of pay
scales of the skilled personnel was under the consideration of the
Pay Commission.

® ¢. f. 8. No. 25 of Appendix I of the 19th Report of the PAC (19%5-55).
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In reply to a question, the representative of the Ministry of
Defence stated that the artisans trained in the Artisan School attach-
ed to the Factory were required to serve in the factory for a certain
period but a number of them left after paying back the cost of train-
ing.

114. When asked about the relationship between the management
and labour the Defence Secretary stated that it was quite harmoni-
ous and periodical meetings were held by the Defence Ministry with
the representative of the Labour to discuss their problems. He held
the view that the defection of the skilled personnel in the M.T.P.F,,
Ambernath was not due to any dissatisfaction with the amenities
provided to them. The sub-Committee, however, desired that this
question should be looked into by the Ministry.

115. The sub-Committee then wanted to know the extent to which
the installed capacity of the factory was being utilised to meet the
requirements of the Defence Services. The representatives of the
Ministry of Defence stated that the factory was meeting the entire
requirements of the Ordnance Factories for the general purpose
machines which had been allocated to this factory and for which
there were fairly recurring demands. In reply to a question he
stated that only the special purpose machine required by the Defence
factories were imported. The factory had not taken up production
of the special purpose machine tools since demand for such machines
was relatively small and the work and time involved in their design
and development would be disproportionate to the effective load
that would be placed on the production shops. He assured the Com-
mittee that their policy was to conserve foreign exchange to the
maximum extent and they would produce such items as could be
produced in the factory. The Defence Secretary stated that they
were now taking in hand projects for the production of tractors and
trucks in the Ordnance Factories and certain components required
for them would be manufactured in the M.T.P.F., Ambernath.

116. In reply to a question, the representative of the Ministry of
Finance (Defence) stated that an annual production account in res-
pect of each factory was prepared by the Organisation of the C.G.
D.A. and was test-checked by the Statutory Audit. These Accounts,
unlike commercial accounts, however, did not show any profit and
loss as the various products which were manufactured for the Defence:
Services were priced at cost and the question of profit did not arise.

117. The sub-Committee desired to be furnished with further in-
formation on the following points: —

(i) A note stating year-wise the number of artisans trained in
the Artisan Training School, Ambernath, the number
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taken from the Ordnance Factories and outside; the
number serving in the Ordnance Factories, after train-

ing and those who were reported to have joined the
private industry.

(ii) From what source are the highly skilled personnel taken
for the school and Ordnance Factories (the names of
Engineering institutions etc. may be given).

(iii) What is the minimum period for which the trainees are
required to serve the Ordnance Factories after receiv-
ing training in the Artisan School? What is the per
capita cost required to be paid by the trainees who
wanted to leave the factory and how is it calculated?

II.(i) A note stating the machine tools at present being pro-
duced by the M.T.P.F., Ambernath and the machine
tools imported by the Ordnance Factories which are
not economical to manufacture in the M.T.P.F. stating
inter alig their landed vis-a-vis estimated cost of manu-
facture by the M.T.P.F.

(ii) A note stating the value of machine tools produced by

the factory during the years 1955-56, 1956-57 and 1957-
58 and steps taken to increase production.

Paras 37—44 of 19th Report and para 80 of 6th Report—Procure-
ment of Mechanical transport vehicles.

118. The sub-Committee wanted to know the source from which
4X4 vehicles were at present procured to meet the requirements of
the Army. The representative of the Ministry of Defence stated
that for two years they purchased from indigenous manufacturers
4X2 vehicles in lieu of 4X4 vehicles as the firms were not manufae-
turing 4X4 vehicles. Subsequently, the firms supplied 4X4 vehicles
but most of the parts used in them were imported. The Ministry
of Defence had now decided to undertake a project for the manu-
facture of trucks in the Ordnance Factories, as they could not get
sufficient number of the required tvpe of vehicles from private firms.

Explaining the reasons for reduction in deficiency of 4X4 vehicles
from 8,124 in 1951-52 to 3,071 in 1952-53, the Defence Secretary
stated that there was reduction in the Unit Entitlement and
Reserves which was caused by revised composition of the field force.

119. In reply to a question, the representative of the Mechanical
Engineering Directorate explained the procedure followed for classi-
fication of the fit and repairable vehicles under various categories

312 (Ail) LS—12.
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viz, 1, I, III, IV, V and VI by the technical officers of the Electrical
and the Mechanical Engineering workshops. A vehicle was down-
graded to classes II and III after it had gone the prescribed mileage
of 10,000 and 20,000 respectively. The mileage of the vehicles not
having milometers was calculated on the basis of the petrol con-
sumed. The vehicles in repairable condition were graded as Class
IV and V according to the extent of repairs needed by them, and
were upgraded after repairs/overhaul. The vehicles beyond econo-
mical repairs were graded as Class VI and disposed of. The sub-
Committee desired to be furnished with a statement showing the
number of vehicles in Class V during the last three years, their per-
centage to total holdings and the number upgraded to the various
classes after repairs/overhaul.

120. In reply to a question, the representative of the Ministry
of Defence stated that every vear about 1,000 to 1,200 4X4 vehicles
were purchased by the Army in order to inject the Army with new
vehicles irrespective of the holdings, otherwise, at one time all the
old vehicles would go off the road. The Government had decided
to allot Rs. 7 crores for purchase of new vehicles. it was added. The
sub-Committee desired to be furnished with a statement showing
the number of vehicles of the various types purchased from 1952-53
onwards year-wise, and the number disposed of, their age at the
time of disposal and the amount realised in disposal.

The representative of the Directorate of Ordnance Services
stated that before the pre-1948 vehicles were disposed of, their
spare parts were retrieved for being utilised for maintenance ana
overhaul of the pre-1948 vehicles still in service. These vehicles
had gone out of production in the countries of their origin and,
therefore, there was difficulty in procuring the spare parts. Proper
account of the parts thus retrieved was kept, he added. The sub-
Committee suggested that the whole procedure of condemnation and
disposal of vehicles should be examined by the Ministry of Defence
in consultation with the Ministry of Finance (Defence) and Audit,
with a view to removing any defects and chances of malpractices.

In reply to a question, the representative of the Ministry of
Defence stated that out of 1701 ‘B’ vehicles awaiting disposal and
2,650 pending inspection, as mentioned in the note furnished to the
last Committee, only 185 remained to be disposed of by the
DGS. & D.

121. On the point of introduction in the Defence Services of a
system for assessing depreciation in the value of vehicles and fixing
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a period of life of a vehicle after which it should be automatically
declared surplus for disposal, the representative of the Ministry of
Finance (Defence) stated that it was not possible to maintain history
sheets for thousands of vehicles held by the Army. The value of the
vehicles was calculated according to the formula indicated in the
note (Appendix XXXIII) furnished by Ministry of Defence which
was based on the vocabulary price of the vehicles,

122. The sub-Committee then adjourned sine die.



APPENDIX

of main Conclusions|Recommendations of the Seventeenth
Report of the Public Accounts Committee on the Appropriation
Accounts (Defence Services), 1955-56 and Audit Report, 1957

S. Para No.
No. of the
Report

Ministry or
Deptt.
concerned

Conclusions/Recommendations

1 6 (Int.) Defence

Fin. (Defence)

2 7 (Int.)’ Defence
(See also
Sl Nos. 25

& 27)

Serious shortcomings in. adminis-
tration and in store-keeping
and  store-accounting  still
persist in all the Services
despite the comments of the
successive  Public Accounts
Committees from 1953-54 on-
wards.

The Committee would reiterate
that store accounts showing
accurately the quantity
and location of stocks are
essential to the economical
and efficient administration of
the Services. The Committee
are  disturbed to find that
this essential requirement
was lacking as would be
evident from the Audit certi-
ficate of the Controller
General of Defence Accounts
on the Accounts under report,

The working of the Ordnance
Factories continued to be far
from satisfactory during the
year under report. Procure-
ment of raw materials in excess
of the actual requirements
resulting in losses in disposal
of the surplus materials,
and lack of administrative
control of and co-ordination

172
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4

3

4

8 (Int.)

9 (Int.)

Defence

Fin. (Defence)

Defence

between the various factories
leading to accumulation of
buge quantities of unwanted
surplus manufactured com-
ponents were some of the
recurring features during this
year also. In two cases, the
value of such components was
about Rs. go lakhs. The
Committee are  concerned
about such a large accumula-
tion of stores. They were
assured that with the intro-
duction of the proposed
‘mechanised scheme of material
control’ for centralisation of
provisioning and control
over orders at the Head-
quarters of the  Director
General of Ordnance Factories,
such defects in the working
of Ordnance Factories would
not recur. The Committee
would like to watch the results
of this new scheme of con-
trol.

Substantial economies could be

effected  without loss of
efficiency, if a sense of finan-
cial responsibility could be
inculcated throughout the
ranks of the Services. En-
couragement of  cost-con-
sciousness in the Armed
Forces seems essential in the
present context of the large
outlay on Defence.

In as many as 40 cases, the

information asked for by the
Committee has not been sup-
plied to them by the Ministry
of Defence, though it is more
than 4 months since the Com-
mittee examined the represen-
tatives of the Ministry. They
have, therefore, not been
able to come to any conclu-
sions in regard to these
matters.
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Defence & Fin. The Committee would like to

(Defence) point out that 1955-56 was
the last year of the First Plan
and as such the Ministry
should have taken all steps
to make up for the initial
shortfalls in the earlier years
of the Plan and fulfil the Plan
targets. It is regrettable that
the utilisation of funds by the
Ministry has been much
below their own expecta-
tions. There is considerable
scope for improvement in the
control over expenditure on
Defence Services.

Do. Apart from issuing general
instructions to avoid heavy
rush of expenditure in the
closing months of the year,
it is necessary that the Minis-
try should devise specific
remedies to remove the bot-
tlenecks oiz. late comple-
tion of works, due to non-
availability of stores etc.,
in the earlier periods, late
receipt of bills etc.,, so as to
ensure that the expenditure
during the year is evenly
spread out. In expenditure,
haste would invariably result
in waste,

Fin. (Defence) The date of C.G.D.As audit
certificate on the Decfence
Services Accounts should be
that on which the certificate
is finalised. This would
indicate the exact time-lag
between the date of C.G.D.A.’s
certificate and the date of
Financial Adviser's Review.

The Committee also note that
according to the existing re-
gulations the C.G.D.A.s
certificate is required to be
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furnished by the 3oth Sep-
tember while the printed
copies of the Appropriation
Accounts are required to be
sent to the Comptroller and
Auditor General by the 15th
January following. The Com-
mittee are not convinced of the
reasons for delay in finalising
the Appropriation Accounts
(Defence Services). A revised
time schedule for finalisation
and submission to Audit of
these Accounts should be
drawn up in consultation with
Audit which should be stric-
tly adhered to.

Defence/ Fin. {i) Refresher courses in ac-

(Defence) counting for the officers and
others handling the stores
should be introduced by
the three Services.

(ii) The Committee are con-
cerned to find that irregu-
larities in Stores Accounts
persist year after vear and,
therefore, urge the Minis-
trv of Defence, the three
Services and the Ministry
of Finance (Defence) to take
all possible steps to see that
sufficient staff in both
quality and numbers are
provided for storekeep-
ing and store-accounting
work, on the proper per-
formance of which depend
both the  administrative
efficiency of the Services
and the safeguarding of
public funds.

Finance (Defence) (iii) The Audit certificate of
the C.G.D.A. isat present
couched in general terms
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IO

Defence/
Fin. (Defence)

and does not draw at-
tention to specific cases
in support of the state-
ments  or conclusions
therein. The Committee
feel that if this certificate
is to serve any purpose at
all, it should be revised in
consultation with the Minis-
try of Finance (Defence)
and the Comptroller and
Auditor-General and detail
some of the specific cases
involving financial, pro-
cedural  irregularities etc.
disclosed in audit by the
C.G.DA.

The Committee regret that the

information called for by them
regarding condonation of the
irregularities disclosed in Ap-
pendix I (Pages 120-130) of the
Appropriation  Accounts has
not yet been furnished to
them and they have, therefore,
to postpone further consi-
deration of the matter.

The existing pension rules and

regulations are so complicated
that itis almost impossible to
sanction payments of pension
in time. The Committee
suggest that  Government
should review the rules and
regulations relating  to the
sanction of pensions on the
Defence side. They understand
that on the civil side, a Com-
mittee has since been consti-
tuted by Government to re-
view the rules relating to
sanction of pensions to civilians.
The Committee consider that
it might be advisable for the
Ministry of Defence to be
associated with that Commit-
tee in relation to the rules
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and ' regulations applicable to
thei: Defence Services person-
nel.

The Committee regret to observe
that the information called
for by them regarding out-
standing  pension payments
etc. has not been furnished to
them so far.

1§ 11 Defence The Committee desire that the
measures regarding recovery
of outstanding rent shall be
strengthened and recoveries
pursued  vigorously. They
trust that as a result of the
measures adopted, considera-
ble improvement would be
effected in the recoveries
before long.

13 12 Defence (i) The Committee have already
stressed in para 15 of their
14th Report and paras 13-17
of their 19th Report the need
for fulfilling the codal re-
quirements of obtaining tech-
nical sanctions before issue
of tender documents in res-
pect of M.E.S. works. They
desire that action should be
taken against the officers
responsible for non-observance
of the instructions laid down

in this behalf.
Defence/ Fin. - (ii) In case of review of M.E.S,
{Defence) expenditure also,the Commit~

tee suggest that instead of
mentioning the number of
cases involving irregularitics
of different kinds disclosed
in the Reports of the Con-
trollers of Defence Accounts,
the broad features of specific
cases should be set forth in the
Review so as to make it more
explicit.
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16 Do,

The Committee note that there
has been a pgradual increase
in the expenditure on establi-
shment in the Milijtary En-
gineer Services without cor-
responding increase in the
work  load.

The Committee desired to have

detailed information with re-
gard to the reasons for the
increase in expenditure, the
amount of expenditure on staff
employed or planning work
and a comrparative ststement
for thiee ycars from 1954-55
onwards. The Commitiee are
distressed to observe that this
information is yet to be sup-
plied by the Ministry of
Deferce. They are, there-
fore, obliged to defer consi-
deration of this important
aspect of M E S. expenditure
till they next examine the
Defence Services Accounts.

The Committee find it difficult
to  understand how speci-
fications could be relaxed or
overlooked even if any work
was arush job to be comp-
leted within a stipulated
time. In their oginion, it is
necessary that even in such
rush jobs specifications should
be laid down consistent with
the requirements of safety
and practicability and those
specifications should be adhe-
red to.

The Committee were surprised

8t the manner in which the
Ministry tried to explain awesy
en  omission for not taking
action against the officer
responsible for giving e wrong
certificate that the work had
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been executed according to
specifications, which the Com-~
mittee consider deserved more
serious attention, The exa-
mination by the C.T.E. dis-
closed defective execution of
the work and pointed out
over-rayment to the contrac-
tor. The M.E.S. conceded
the overpayments. It s,
therefore, cbvious that the
officer who gave the certi-
ficate had acted in an irres-
ponsible manner. The Com-
mittee cannot help observing
that the Engineer-in-Chief had
failed in his dutyin not taking
disciplinary actiop against the
officcr. They  depiore the
manner in which it was con-
veniently postponed and ul-
timately drorped. The Com-
mittee desire that the matter
should be reviewed by the
Ministry. Pending this review
the lcss reported in this case
(referred to in para 8 of the
Audit Report, 1957) should not
be written off.

As regards the award of the

arbitrator, the Committee
desired to have further in-
formation on certain points
before they could consider it.
The Committee regret to
observe that the informaticn
is stil awaited.

The Committee understand that

the firm requirements for the
entire quantity of the ma-
terial purchased in excessive
quantities had since ariien
and 43 tons had already been
used upto the 3oth Apil,
1958. The Committee would
like to know in due course
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1 2 3 4

the progress made in the
utilisation of the remaining
quantity of the material.

17 18 Defence (i) In order toavoid any lacuna
' in the implementation «f the
instructions  issued to the
D.G.O.F. regarding investiga-
tion of losses dus to over-
provisioning, the Committee
frust that the Ministry of”
Defence would have issued
further instructions in the
matter as sugge~ted by them.

19 Do. (i) The Committee are con-
cerned to find that the D.G.O,
F. had rushed to procure
15,250 gallons of varnish,
a commodity which is sub-
ject to rapid deterioration.
before he had worked out
precicely the quantity re-
quired, They trust that no
such mistake will be made
again.
18 20 Do. (i) The Commiftee see no
reasor. to differ from the
findings of the Beard of
Enquiry in the case referred
to ir. para 9(c) of the Audit
Report that the over-provision
ing of wire-gauze was not due
to any error in the estimate,
but due tc acts ot omission and
ccmmission by the factory
staff. They desire that ac-
rion should be taken against
the cofficers responsible for
not giving the correct position
to the D.G.O.F. in 1954.
The Committes also suggest
that in future a. suon as a case
of over-provisioning is brought
to notice the reasons thercfor
should be ipvestigated ex-
peditiously so that the officers
responsible do not  cscape
punishmert with the lapse
of time. The Committee
should be informed of the dis-
ciplinery action taken by the
Ministry of Defence in this
case,
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21 Defence/W.H.& S. (ii) The Committee desire thet
the entire procedure regard-
ing local purchase of stores
by the Ordnance Factories
should be reviewed in con-
scltation with the D.G.S.&D.
with a view to providing
sufficient checks against such
possible  risks.

xq 22 Defence, @) Itis obvious that the d=cision
to purchase the vulcanising
plant was hasty and not well-
copsidered. It is -urpricing
how financial approval was
accorded to such an ill-con-
ceived proposal.

(ii) The Committee desired@ to
be turmisheq with a statement
showing the number of tyres
discarded, retreaded and re-
placed and the cost involved
in replacemen' and retreading
for the last three years. They
regret that the informetion
hag not been made available
to them so far. In the mean-
time, the Committee would
suggest that the proc:dure for
condemnation and replace-
ment of tyres of the vehicles
used by tt.e Army units shomld
be reviewed witha virw to
investigeting whether discard-
ing of tyres could be  fur-
ther reduced by retreading
them, where it is economical
tc do so.

20 24 Do In the cae regarding the
purchase of mustard oil
referred  to in  Para 1x
of *he Audit Report the
Committee regret to observe
that this case is indicative
of leck of proper planning
and foresight both in pro-
visioning and in *aking action
to dispose of the oil. They
would liketo know the action
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proposed to be taken agrinst
the officers concerned and
remedial measures taken to
prevent such losses due to
over-provisioning.

The Committee would like to

draw attention to the im-
perative nccessity for fixing
the time limits upto which
consumable stcres  [ike oil
should be kept in stock. They
would urge the Ministry of
Defence to fix the time-limt
in the case of such consuma-
ble stores and sec thet the
Depots take timely action to
dispose of surplus stocks.

(i) Thec Committee feel that in
the absernce of any record, it
would te difficult to prove
whether  any  effort was
made by the Military adviscr
to cancel the indent placed
on the D.G.IS.D. London,
in the «casc referred to in
para 12 of Audit Rcport,
The Committee would in this
connection draw the atten-
tion of the Miuistry of De-
fence (o the observations made
by them while commenting
uponthe irregularitics connect-
ed with the fi1st contract for the
purchare  of Defince Stores
[c.l. para 31 of their Ninth
Report (First Lok Sabha)}
that contemporaneous recorc
of the discussions hild between
the various officers on matters
where  Government have
got a finarcial stake, should
invariably be maintained for
future guidance. The Com-
mittce regret 1o observe that
such cases are frequent. They
suggest  that  Government




should give serious attention
to this matter and issue instruc-
tions for the guidance of all
Ministries/Departments.

28 Defen ce. (ii) The Committee are rather
surprised at the non-detection
for one year that the telescopes-
supplied by the U.K. firm
were not according to the
requirements due to failure
of the consignee depot in
India to notice that the te-
lescopes were of different
types, although they were
inspected at the time of their
receipt for ascertaining their
condition. They desire that
in all cases of purchases bf
stores from abroad, the stores.
should also be carefully ins-
pected on their arrival in the
depots with a view to satisfy-
ing that they conform to the-
requirements of the users.
Any defects found as a result
of this inspection should be
immediately taken up with the-
suppliers through the D.G.
I.S.D., London.

Defence/W.H.& S. (iii) As regards the acceptance
of stores from the reputed
firms on the basis of the ceru-
ficates, the Committee desire
that Govt. might do well to
review the existing instruc-
tions for accepting supplies on
the strength of certificates,
in the light of this case and.
see that they are not saddied
with unwanted stores  to-
be declared as  surplus
to the D.G.S&D. for dis-
posal with  consequential
losses

31 Defence. In the case referred to in para
1s of the Audit Report, the
Committee had called for s
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detailed note from the Minis-
try of Defence regarding
the circumstances leading to
the agreement entered into
by the Government of India
with a foreign firm for the
establishment of a fully
equipped and up-to-date
plant for the manufacture of
certain type of ammunition of
two calibres; the various
defects and draw-backs there-
in; the officers connected with
the deal as well as the financial
aspects of the project uvie.
the toal investment, loss due
to purchase of unwanted stores;
non-utilisation of plant and
machinery; over-payments
made to the foreign company
and the claims of Govern-
ment outstanding against the
company and the action pro-
posed to be taken to settle
them. They regret to observe
that the complete information
duly verted by audit has not
so far been furnished by the
Ministry of Defence although
a period of more than §
months has elapsed

The Committee are concerned

over the unsatisfactory state
of working of the Ordnance
Factories and the complete
lack of coordination between
them. They are surprised to
learn that the office of the
D.G.O.F. could not be of
any real assistance to stopp-
ing the manufacture of unwanted
stores in the case referred to
in para 16 of Audit Report.
In their opinion, there appears
to be a sense of complacency
that  these  manufactured
stores could be put to use at a
future date. The Committee
would like to observe that this
is not in the best financial




185

1 2
25 37
26 40

Defence.,

interests of Government as
locking up of funds in stores
not required for immediate
use would stand in the way
of timely implementation of
other deserving schemes be-
cause of paucity of funds.

The Committee regret that the

case referred to in para 17 of
the Audit Report is yet ano-
ther case where lack of
proper co-ordination between
the indenting and feeder
factories resulted in over-
production of components
valued at about Rs 8 lakhs.
Their observations on the
case referred to in para 34
(S. No. 24 ikidy apply equally
to this case as well. They
trust that with the introduc-
tion of the new scheme for
centralised planning and pro-
visioning, wherein the pro-
visioning of components and
materials will be mechanically
controlled by the D.G.O.F.’s
Headquarters, the position
will improve.

(i) The Committee have in the
past urged the need for better
planning and periodical re-
view of the outstanding orders
in the Ordnance Factories in
para 6 (Introduction) and
para 26 of their 6th Report
(Second Lok Sabha). The
Committee fully endorse the
views of Audit that accumulation
of semi-finished articles over
anumber o1 years tends to show
that these are being manu-
factured in an  unplanned
and uncoordinated manner.
There is every risk of their
being rendered obsolete and
surplus involving Government
in heavy losses.

312(Aii) LS--18

vy
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(ii) The Committee would like tor
know, in due course, the value
of semi-finished articles found
surplus in the various factories.
as a result of the review under-
taken in this behalf and action
taken to dispose them of. They
would stress the prompt clo-
sure of the warrants.

Defence. The Committee understand that
with the centralised material'
control  considerable  eco-
nomies can be exercisd since
material surpluses in one factory
can be diverted or takep into
account in future provisioning
by the D.G.O.F. The Com-
mittee, therefore, trust
that the introduction of “me-
chanised system of material
control” at the D.G.O.F’s
Headquarters will not only
avoid the pitfalls in ovér-
provisioning which had be-
come a chroric festure in the
working  of the Ordnance
Factories in the p#st, but will
also facilitate the speedy exe-
cution of the orders placed
on the Ordnance Factories.

Do. The Committee regret that the
information called for by them
on ccrtain points relating to the
working of the two organisa-
tions headed by the D.G.O.F
(Director General Ordnance
Factories) and C.G.D.P. (Con-
trcller General Defence Pro-
duction) and the extent of
co-ordination between them in
the matter of requirements,
rescarch, development, pro-
duction and inspection of
Defence Stores has not so far
been made available to them.

Do. The Committee understand that
the costing system  in
force in the Ordnance Fac-
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tories was complicated and
outmoded and was being exa-
mined. The Commirttee consi-
der this review as overdue and
would urge that the whole sys-
tem should be streamlined at an
early date. The Committee
would also like 1o be apprised
of the various measuies that
had been taken by the Ministry
of Defence 10 bring down the
cost of production ¢f articles
manufactured by the Ordnance
Factories for civilian use.

The Committee understand thac
the whole question of ad-
justment cf the losses suffered
by the B.E.L. (Bharat Elec-
tronics, Ltd.) upto the date
of commencement of pro-
ductio;, was now under re-
examira'ion. They are sur-
prised that the Comptraoller
and Audnor General who con-
ducts a supplementary test
audit of the Accounts of this
Company under Section 619
of the Companies Act, 1956
was not consulted before actien
was taken on the advice of the
Company’s auditors to capi-
talise the losses. The com-
mittee  trust that before a
final decision is taken in the
matter, the Compiroller and
Auditor General will be con-
sulted by the B.E.L.

(i) The Committee are concerned

that nearly half the capocity
of the BE.L. (as estimated by
the representative of B.E.L.)
still remained unutilised. Fur-
ther, the percentage of capacity
that is being utilised at pre-
sent for production of Defence
requirements is very small. The
Committee desire that the pro-
duction proeramme now pre-
pared by the BEL. as a
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result of assessment of the
requirements of the Defence
Services and other Depart-
ments is adhered to. They
would also urge that the De-
fence Services should continue
to assess periodically their re-
quirements of all electronic
equipments and examine how
far the B.E.L. would be able to
manufacture them. They are
firmly of the opinion that
with  sufficient notice and
technical know-how, it should
be possible for the BE.L. to
establish manufacture of these
equipments and they trust
that the Ministry of Defence
would assist the B.E.L. in
fulfilling this role.

(ii) The Committee were con-
cerned over the question of
granting a licence to B.E.L.
or private sector for the manu-
facture of valves., inasmuch
as until satisfactory arrange-
ments had been made by Go-
vernment for utilising the capa-
city already built up in the
public sector it was premature
to enterfain proposals from the
private sector for creating addi-
tional capacity. They are
glad to learn that the grant
of alicence to the B.E.L. for
manufacturing  valves  has
since been approved by the
Ministry of Commerce and
Industry and a ' Committee co-
nsisting inter alia of_ the repre-
sentatives of the Defence and
Information and Broadcasting
Ministries and Planning Com-
mission was at present c¢xa-
mining the question of future
demand for valves in the
country with a view to Creating
the necessary potential for
manufacture in  the country.
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The Committee trust that the
B.E.L. will take steps to
start  production of valves
without any more deley.

The Committee consider that a
well organised Sales Organisa~
tion will go a long way in
promoting the sale of equip-
ments manufactured by the
B.E.L. and steps should, there-
fore, be taken to organise it
on efficient lines. In this
connection  the Committee
would also like to caution the
B.E.L. against extravagance
in their working. Already
the overheads are rather high
to which attention has been
drawn in para 49 of their 6th
Repoit. Too much overheads
will tend to inflate the price of
the manufactured products.
The Comm#ttee would, there-
fore, urge that the overheads
are kept under constant review
10 see that costs of indigenous
equipments are comparable, if
not comrgetitive, with the im-
ported ones. The Committee
trust that by utilising their
full capacity and reducing the
overheads, the B.E.L. will
soon become an economic a
efficient production unit.’

The Committee are concerned
at the drawal of huge funds
by HAL. (Hindustan Air-
craft Ltd.) in excess of their
requirements and thus locking
them up in their bank account,
They feel that the scrutiny
exercised by the Ministries
of Defence and Finance (De-
fence) at present over the ways
and means statementsof H A L.
before sanction of expenditure
is not adequate and the matter
should be reviewed.
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The Committee had desired to

be furnished with the break-
up of the outstanding debts
due to H.A.L. for the years
1956-s7 and 1957-58 under
the amounts relating to the
three month old period and
more than three month old
period. The Committee regret
to observe that this informa-
tion has not so far been made
available to them.

The Commitiee are concerned
at the increase in the accu-
mulation of outstandings year
after year. They would re-
iterate the recommendation
made in para 37 of their 6th
Report (Second Lok Sabha)
that a procedure should be
evolved for the timely realisa-
tion of outstandings. The
Committee understand that the
Ministry of Defence have con-
stituted a Committee in Qcto-
ber, 1958, to go into the
question of expeditious reco-
very of outstandings. The
Committee  would  suggest
that in order to reduce the
outstandings because of the
“inevitable” time-lag of three
months in costing under the
‘cost  plus contract’ system,
dues be realised on provisional
prices fixed subject to final
adjustment being made later
on.

The Committee would like to

know the progress made by
Government in the matter of
standardisation of types and
designs of aircraft required for
internal services.

The Committee regret to observe

that stock verification which
18 an essential adjunct of effi-
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cient administration of stores
has not been carried out
fully in a number of cases.
Failure to verify the stock
physically at periodic intervals
detracts from the value of the
ledgers and also causes delay
in bringing to light discre-
pancies which may call for
early preventive and corrective
action. They trust the Mini-
stry would ensure that the
authorities concerned attend to
this important task continuously
in accordance with the time-
schedule laid down.

The Committee are distressed
to note that considerable dis-
crepancies continue to be a
feature of the result of stock
verification in the depots. While
they appreciate that discre-
pancies cannot be entirely ruled
out, they would sound a note
of warning against the autho-
rities taking up a complacent

" artitude towards discrepancies
which were substantial and
which would call for further
investigations. It is needless
to point out that stores are
cash in another form.

Detence The Commuttee are concerned
to find that a considerable quan-
tity of valuable Defence Stores
were lying in the open ex-
posed to the inclemancies
of weather. In evidence, the
Committee were informed that
the main difficulty in providing
covered accommodation was
lack of funds. The Committee
are unable to accept this, as
there were large savings in the
sums provided for works ex-
penditure. They urge, there-
tore, that effective measures
should be initiated urgently to
provide covered accommods-
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tion for valuable stores to
save them from deterioration.

The Committee regret to observe
that the verification of stock
in Ordnance and Clothing fac-
tories did not receive the atten-
ton it deserved. They once
again stress the need for pro-
mpt verification of stores so
that unfinished items of work
pertaining to a year carried
over do not adversely affect
the programme of verification
of future years.

The Committee are surprised
to note that in the case re-
ferred to in para 21 of the
Audit Report, certificates of
stock verification had been
furnished for a number of
years without actual stock veri-
fication. The Officers con-
cerned not only neglected their
duties, but were also guilty of
furnishing incorrect certificates.
In the opinion of the Committee
the action of the Officers con-
cerned merits deterrent dis-
ciplinary action. They would
like to know the action taken.

The Committee have no doubt
that the losses mentioned in
Appendices A, B and C in the
Appropriation Accounts could
have been considerably reduced
if not altogether eliminated,
had those concerned adhered to
the normal rules and procedure
laid down. They also notice
that even cases involving mis-
appropriation and grave irre-
gularities leading to loss, which
called for prompt disciplinary
action, were dealt with in}a
halting manner.
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The Committee trust that Govern--
ment would review the exist--
ing procedure, codal formalities
etc. in the light of these cases
and take action to streamline
them. They hope that the
Ministry would take suitable
remedial steps to  avoid
their repetition.

40 63 Defence The Committee regret to note
that in the case referred to in
S. No. 10 (page 39 of the
Appro. Accounts), the officers
concerned had grievously erred
in not ensuring that the spedi-
fications in the contract wer€
free from defects and its terms
adequately safeguarded the in-
terests of Government.  The
Committee would suggest that
the provisions in the standard
form of contracts at present
in use may be scrutinised by the
Ministry in consultation with
the Ministry of Law to see if
they are adequate and afford
necessary protection to the
interests of Government.

The Committee desired to have
irformation regarding cases
where contractors rectified the
defects and where such defects
were rectified departmentally
during 1956-57 and 1957-58
and the cost debited to the
contractors. This information
is still awaited.

41 64 Do. In the case referred to in S. No.
10 at page 43 of Appropriation
Accounts apart from the fact
that while placing the con-
tract care was not taken
to sce that the contract
was not defective the Com-
mittee feel unhappy over
the delay in taking disciplinary
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action against the guilty ofil-
cials. They are surprised to
note that the matter was re-
viewed six years after the case
had occurred but no particular
action was suggested by the
Committee reviewing the case.
This in the opinion of the
Commi‘tee is regretrable, They
have from time to time
stressed that disciplinary action
to be effective and to be
deterrent  should be prompt
and they trust that steps would

' be taken by the Ministry to
ensure quicker action in such
cases.

42 65(1) Defence In the Commuttee’s view aelay
of three years in taking dis-
ciplinary action in the case
referred to in S. No. 4 at page
soofthe Appropriation Ac-
counts was not justified.

(2) Do.- In the case referred toin S.Nu. 6’
at page 51 of the Appropriation
Accounts it was admitted that
hundred per cent check of the
stock rcquired to be carried
out physically once a year was
not done.  This is obviously
a case of reglect of duty which
the Committee feel duserved
serious  notice.

43 67 Do, In the casc referred to in S. No. 16
at page 44 of the Appropriation
Accounts the Committee arc
unable to understand why the
normal procedure of settling
the recoveries before disbaad-
ment of units was not adhered
to. They recommend that
steps should be taken to ensure
that all rules and procedures
laid down aie :trictly followed
by the authorities concerned.
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Defence While appreciating the difficulty
in providing covered accommo-
dation for all stores the Com-
mittee suggest that in order to
make the b:st possible use of
the covered accommodation
available, pending further cons-
truction, the Defence autho-
rities should issue instructiaas
to ensure that all key items of
stores the deterioration of which
is likely *c.prejudice the gpera-
tional efficiency cof the Defence
Forces, should b: stored uader
covered accommodation. Alss
the stores which are liable to
damage or deterioration und:r
inclement weather coaditioas
should b: given regular pre-
servative treatment and stored
under proper conditions.

Do. In the light of the case referred
1o in 3. No. 83 at pag: 63
of Appropriation Accounts, th:
Committec  suggest that the
Indian Naval Fleet Ordzr, 1953
may be suitably ameoded w
make the presence of an officer
ccmpulsory in the twed vessel.

Do, The Committee feel that the
fire fighting machinery which
is of vital importance in depots
containing large quantities of
valuable stores is not receiving
the attention required. They
would urge that the Command-
ing Officers of depots etc.
should be instructed to hold
fire fighting exercises periodi-
cally.

Do. The Committee suggest that in
order to avoid the variations
in the issue of stores, costly
materials should not be issued
on the basis of wagon weigh-
ment or lorry weigh-bridge
readings. For non-ferrous
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metals, accurate beam scales
or platform weighing machines
should be used.

Defence. The Committee are unhappy at
) such instances, as the one
referred to in S. No. 7 at page
s1 of the Appropriation Ac-
counts, of failure on the part of
the Administration to take
prompt action against officials
found guilty. This case dis-
closes that even when criminal
proceedings were initiated, they
were nullified because of in-
explicable delays in Adminis-
tration in according sanction
for prosecution. The Commit-
tee would like to know why
no responsibility was fixed for
the failure. They would, there~
fore, impress upon the De-
fence Authorities the need for
taking prompt action in dis-
ciplinary cases against delin-
quent officials, if the Ad-
ministration is to be toned

up.

Do. It is obvious that in the case
referred to in para 22 of the
Audit Report regarding the
purchase of a building in
Bombay the decision of Go-
vernment to negotiate direct
with the owner without 'parti-
cipating in the auction was
deliberate and imprudent.

Do. It passes their comprehension
how the owner of this build-
ing at Bombay came to know
that Government would need
this building and what promp-
ted him to address the Quarter
Master General of Defenge
Headquarters, New  Delhi,
in June, 1949 direct instead
of to any other authority. The
decision taken in 1949 to ne-
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gotiate direct with the owner
without bidding at the auction
was imprudent. The decision to
pay Rs. 54 lakhs to the owner
for the property taken on 14th
December, 1950 despite the
fact that the property was
knocked down for Rs. 3}
lakhs at the auction on 20th
November, 1950 was, to say
the least, questionable. It
was urged in evidence that the
Ministry did not know the
actual price at which the auction
was closed although they were
aware of the auction. The
Committee cannot but dismiss
" this as unbelievable.

78 The unseemly haste displayed
in December, 1950 in the week
before the last date fixed for
setting aside the auction in
finalising the deal and the
subsequent course of events
cannot but leave an impression
in the mind of the Committee
that there had been a calculated
attempt to drag Government
into the purchase of this pro-
perty with encumbrances which
could have been foiled had
the Ministry cared to do.
The Committee desire thata
detailed enquiry be made into
this case.

79 The Committee would like to
know the progress made in
evicting the tenants by Govern-
ment and utilisation of the
building.

81 Defence. The Committee deprecate the
inordinate delay in finalising
the action against the officers re-
sponsible for losses in the case
referred to in para 24 of Audit
Report. They see no justifica-
tion for the Sub-Area Comman-
der sitting over the case for
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three years. The Committee
observe that such delays not
only result in the distortion
of evidence but also enable
the delinquents to escape puni-
shment. The  Committee,.
therefore, stress that the exist-
ing procedure for holding in-
quiries into such cases of’
losses, etc,, should be reviewed
with a view to fixing time-
limits for submission of find-
ings at the various levels, so
as to ensure that the whole
process is simplified and ex-
pedited. The  Committee
would like to be informed,
as soon as possible, of the
action taken against the store-
keeper and the Garrison En-
gineer in the present case.

The Committee are unhappy at

the continuous loss disclosed
in the working of the Garrison
Cinemas run by the Canteen
Stores Deptt. They feel
that the establishment charges
of the Administrative Officer,
Cinemas, are on the high side.
They suggest that the reasons
for these losses should be
investigated by the Ministry
of Defence, and steps taken
to reduce the establishment
vharges and run this enter-
orise on business principles.

The Commirtec agree with the

suggestion made by the Com-
ptroller and Auditor Generai
that a Canteen Stores Fund,
outside the Consolidated Fund
of India but within the Public
Account of India may be crea-
ted with the approval of Par-
lioment. The Committee
trust that Government would
expedite a decision on the
future sei-up of the Canteen
Stores Department which had
been pending their cousidera-
tion for the last four ycars.
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8s " Defence The Statement showing profit/
loss made by the individual’
Finance (Defence) military farms devised more

than a decade ago did not give
a correct picture of the finan~
cial results of the working
of the individual farms. The
Committee desire that the exist-
ing form of the statements
showing the profit/loss should
be revised in consultation with
Audit in order to make a rea-
listic comparison between the
financial results of the working
of the Farms individualy and
collectively from year 1to
year.

€ Do. The Committee suggest that the-
Ministry of Defence should
examine the desirability of re-
viewing the present system of
providing for depreciation with
a view to avoiding burden on
the farms as a result of abnormal’
casualties and condemnation
of the cattle.

86 Do. The Committee understand that
a Departmental Commirtee has
been appointed by the Govern-
‘ment to examine the various
matters relating to the working
of Military Farms including
their financial policy and price
structure etc. The Committee
would like to know, in due
course, the action taken by
Government on the findings
of this Committee.

The Committee regret that certain
information called for by their
sub-Committee during,the cou-
rse of examination of accounts

‘ of the military farms and also
as a result of their visit to the
Military farms at Meerut, Bare-
illy and Lucknow in November
and December, 1958, has-not
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been furnished to them so
far.

The Committee suggest that with

a view to ensuring that the
Departmental Committee en-
trusted with  cendemnation
of animals did not err
on the wrong side, an out-
sider especially an expert from
the I.A.R.I. (Indian Agricultu-
ral Research Institute) should
be associated with it. Further,
it might be worthwhile to de-
clare surplus calves and in-
curable live-stock of Muilitary
Farms only when a sizeabie
number thereof is available
as in that case the chances of
their getting a better deal
are more favourable.

The Committee would like to

know the progress made by
the Military Farms in the
utilisation of fallow lands which
are at present lying unutili-
sed.

The Committee were surprised

to find at the Bareilly Farm
that for want of repairs to
the tractors for many months
no more land could be brought
under cultivation. In one plot
an area of 170 acres was lying
uncultivated for want of fence
posts.

While dealing with the Pasteuri-

sation plant at Bareilly, which
is not working upto its capa-
city, the Committee suggest
that the Local Commissioner
and Co-operative Officials and
Community Development au-
thorities might be contacted
to help local peasants to or-
ganise their Milk Supply Co-
operatives and thus encourage
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the local milkmen to get their
milk pasteurised at this Farm.

60 92 Defence The Committee are concerned
at the delay in the settlement
of recoveries from certain parties
for the stores supplied or ser-
vices rendered to them by
Ordnance Factories concerned
during the period 1944—48.

The Committee desire that
the procedure in this respect
should be reviewed with at
view to secing whether asystem
of advance payments or cash
and carry basis can be in-
troduczd so as to avoid such
outstandings.

61 93 Do. The Committee would like to
know the measures taken by
the Ministry of Defence to
check the continued dzfection
of trained personnel from the
Machine Tool Prototype Fac-
tory, Ambarnath. and thus avoid
set-backs in the fproduction
programmes. Further the
possibility of co-ordinating the
training facilities in the machine
tools industry available in the
Hindustan Machine Tools Ltd.
with those for the specialised
training in the Machine Tool
Prototype Factory, Ambarnath
may be examined by the Mini-
stries of Defence and Com-
merce and Industry.

94 Do The Committee are anxious that
the idle capacity at Machinc
Tool Prototype Factory.Ambar-
nath. should be utilised to the
maximum extent by exploring
constantly the avenues of pro-
duction, which the factory can
undertake and thus conserve
foreign exchange being spent
at present on the import of
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plant and machinery required
by the various ordnance fac-
tories. They suggest that
a phased programme of pro-
duction by the factory should
be carefully worked out after
assessing the requirements of
machines and 1ools by the
various Ordrance Factories and
Defence Installations.

62 95 Defence The Committee suggest that the
expenditure on designing in
the Machine Tool Prototype
Factory, Ambarnath, should
be kept separate from that
ircurred on production for
purposes of comparison.

63 97 Do. The Commitice would like
Finance (Defence) 1o know in due course the
procedure laid down in the
matter of declaring equipment/
stores, obsolescent/obsolete to
ensure greaier control and closer
scrutiny in such matters so
that available resources were
not frittered away.

64 98 Do. While the Committee appreciate
that in the case of expendable
stores like ammunition, some
allowance can be made for
certain unforeseen factors, they
feel that in case of non-ex-
pendable stores, the provision
reviews should not normally
reflect wide fluctustions. An-
other factor that the Committee
would emphasise is the im-~
portance of making an up-to-
date and coirect assessment
of stock at the time of the
provision reviews. The Com-
mittee, therefore, desire that
the system of provisioning
should be suitably modified
and in all cases of failures
10 make correct provision re-
views  with  consequential
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loss to Government, res-
ponsibility should be fixed

and suitable action taken against
the individuals concerned.

The Committee would like to

know the action taken against
the other Deputy  Naval
Stares Officer and the Store
Receiver, responsible for the
purchase of unwanted stores.

The Committee would like to

know the final outcome of the
proposal to increase the ex-
tent of manufacture of items
of spare parts required m
perty  quantities for repair
of equipment/vehicles, by the
Army Base Workshops in
order to relieve the Ordnance
Factories from the responsi-
bility for planning and exe-
cution of petty orders.

While the Committee appreciate

the anxiety to keep the existing
stocks for a longer time, they
stress that necessary  pre-
cautions should also be taken
to prevent over-provisioning
in the Ordnance Depots and
over-production in factories
and efforts should be made to
ensure overall economic uti-
lisation of capacity and eco-
nomic production both for
maintenance purposes and
reserves.

The Committee would like to

know the final decision taken
in fixing a limit on the financial
powers of the D.G.O.F. in
incurring expenditure on the
manufacture of components for
stock purposes as desired in
para 34 of their Sixth Report
(Second Lok Sabha).
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71 106 Defence.

72 107 Deo.
108 Do.

Finance (Defence)

The Committee would like to
know the final outcome of the
procedure that is being worked
out for carrying out develop-
ment work separately from
regular manufacture of new
stores  and the economies
effected in the implemeptation
of this procedure.

The Commirttee desire that the
incorporation of a rule similar
tc that applicable to the Civilian
personnel in the Defence regu-
lations re allotment of accom-
modation should be consi-
dercd by the Ministry of
Defeac:. They would also like
to know whether the scales
of accommodation in respect
of civilians paid from Defence
Estimates have been laid
down.

The Committee would like 1o
know the up-to-date position*
of the advance made to the
U.K. Goverrment in respect
of the indents placed by the
three Services and the sup-
plies received against them.

The Committee would like 1o
know, in due course, the pro-
gress made in production of
trucks in the Ordnance Fac-
tories.

The Committee suggest that
in view of the magnitude
of the capital outlay on the
purchase of vehicles the exis-
ting procedure of classification,
condemnation and disposal of
vehicles  should be examined
by the Ministry of Defence
in  consultation with the
Financial Adviser with a view
to removing any defects and
chances of malpractices and

*Please see foot-note at p, 60,
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achieving economy and pre-
venting avoidable waste.

73 109 Defence The Committce would like to
know the final outccme of the
claim for refund of Sales
Tax in the case referred in this
para, whercin an ex-gratia
paymert of Rs. 10,51,084 was
made to a private firm towards
reimbursement of sales tax in
respect of Jeeps suprlied by
the Bombayv tirm.
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