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INTRODUCTION

I, the Chairman of the Public Accounts Committee, as authnrised
by the Committee, do present on their behalf this Sixty-ninth Report
on Appropriation Accounts (Defence Services), 1966-67 and Audit
Report (Defence Services), 1968.

2. The Appropriation Accounts (Defence Services), 1966-87 and
Audit Report (Defence Services), 1968 were laid on the Table of
the House on the 6th May, 1968. The Committee examined these at
their sittings held on 10th (AN). 11th (FN & AN) and 12th (FN &
AN) October, 1968. The Minutes of these sittings form part of the
Report (Part 1I)°.

3. The Committee considered and finalised the Report at their
sitting held on the 10th April, 1969.

4 A statement showing the summary of the main conclusions/
recommendations of the Committee is appended to the Report
(Appendix 1V). For facility of reference. these have been printed
in thick type in the body of the Report.

5 The Committee place on record their apprec:ation of the
assistance rendered to them in their examination of these acccunts
by the Comptroller and Auditor General of India.

6. The Committee would aiso like to express their thanks to the
officers of the Ministry of Defence and the Department of Deferce
Production for the cooperation extended by them in giving informa-
tion to the Committee.

M. R. MASANI,

New Derur; Chairman,
April 14, 1969. Public Accounts Comn:ittee.
‘Chaitra 24, 1891 (S). .

*Not pr nted.  Onr cyvclostyled copy laid on the Tabk of the House and five copics
placed in the Parjament [ brary.
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CHAPTER 1

GENERAL

(a) Planning for Defence

The Committee enquired whether Government had taken any
steps to prepare a perspective plan to take care of defence require-
ments over a period of say 10 to 15 years. The Defence Secretary
stated that the Defence Plan “was a plan of purposes and a plan of
certain general objectives” that they wished to attain over a period
of 5 years. From year to year, the plan was subjected to sc:utiny
and cuts, as uitimately they had to work within the foreign exchange
and budgetary limits that were laid down, Though, for purposes of
planning they had w limit their vision to 5 years at the mo.t. for
certain types of equipment the needs over a longer pericd were being
assessed, as for instance. in the case of aircraft where it was no use
uyvimg to limit the assessment to 5 year, as it would take nearly ten
vears to replace the fleet. The same was the case in regard to naval
ships the life of which was much longer than that of the aircraft. So
{ar as the communications system was concerned, the matter was
being considered over a period of 10-12 years with a view t taking
up indigenous production.

1.1. So far as the totahity of the defence effort was concerned, it
was difficult to say whether the threats which existed today
would continue for as long as 15 to 20 years. Secondly, one had
to take into account the developments in equipments particularly
in aircraft production, electronics and artillery and even in new
tactics and strategy. Due to fast changes in technology, allowance
had to be made for interim changes which might sometimes make
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for a substantial difference in the Defence budget. The Defence
Secretary further stated:

“I would emphasise alsp on other factor. [ think it is seldom
realised that the task of defence of India imposes a cons-
plexity and a variety which is probably unprecedented.
You have borders mountainous, seaward as well as land.
You have to be prepared for mountain warfare. for jungle
warfare, jor warfare from ravines through rain swollen
rivers, from deserts, from rocky hills and from varied
landscapes which wouild probablv exist only in 2 very
few countrics. On the top of it, you have to think «of vour
long coast line. vou have to think of vour land borders and
allow for the defence of all the<e different landscapes and
border conditions. On the top of it you have to think of
air...... The guestion. *herefote. of making preparations
over a long period for this sort of mixed, complicated and
cariegated problems 1+ very  d-8-ult particelarly when
vou have to furction under a ceriamn policy with regari
to a certain type of warfare. We o trving our best o
ensure that i the oonventingd field, we are able to stand
up to cur threats. ecither in ssoiatior or in combination,
and the whole bas:s of our ; linming 1~ 1o prepare ourselves
for 2 combined attack or for an solated atiack, as the case
mayv br. This doe impose not oniy o substantial strain
on our armed Jorces bul alfo a substant:al strain on our
economy . and to-day we are proeesdmy o the basis that
these combinations of threatt would contnue for as long
as we can foresee {or the purpose 7 our phinnine ™

1.2. In this connectinn, the Committer would hike to refer here
to the fol'vwng ofecrvatoo s made by M MeNamara,  the ex.
Secretary Defence Unied Stutes of Ameriig®

-t

“o. L the queston of how o spend andd how much
to spescd s oo ote eomphoate ] than oo often assumed A
new weapan oot Be saewed gn olation. Anyone w'to
has  bees cxposed 1o socalled brochuremanship  knows
thiat v n the neat outlhindish notions can be dressed up
to coon superfically attractive  Instead each pew weapon
must be consdered  against a wide range of insues: s
place n the compi~x of missions o he performed; its
effects  «n the stability of the military situation in the

world: other alternatives avallagble ™

T —— T e v A

® "The Bang: 1o of Securits
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“These decisions must be made ultimately with a high degree.
of judgement, but there i, an important difference between
the way we went about them and the way they used to
pe made. Formerly, an arbitrary budget ceiling was
fixed for national defence and funds were then apportioned
among the services. ‘{nday we examine all our military
needs, in the context of our national security in the
broadest sense, and fili thomm cooordingly”.

“One o° the first taags we did e 1961 was U des:gn a new
mechamism  which w.uld provide thus information ond
integrate 1t into a single. coheront managemernt system.
The product o e« & ort vy v Planming-Prozramming-
Budgeting Svstem, whie s naw heng woadely  applied
through At the US (overnment and whichk 3 bemng
introduced in foreign governments as well”

“For the Defence Department, this system serves several very
impartant purposes:

1. It provides the mechani m through which finarcial
budgets. weapons programs, forees  requirements,
military strategy and foreign oolicy objectives are all
brought into halance with onc another.

to

It produces tae annual  Fiv:-Year Defence Program,
which is perhaps the most important single management
tonl for the Secretary of Defence and the basis {or the
annual proposal to Congress.

(2]

- It permits the top management of the Defence Depart-
ment, the Predent and the Congress tn focus  thewr
attention o+ the tasks and missions related to our
nat‘onal ohirctives, rather than on the task and missions
of a particular service,

=

- It provides for the entire Defence Establishment a single
approved plan, projected {ar enough into the future to

ensure that all the programs are both phvsically and
financially feasible.

In short, the new planning svstem allowed us to achieve 8 true
unification of cffort within the Department without having to under-
fo a drastic upheaval of the entire organisational structure *
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13. The implications of this programme have been summed up
in the following words*:

“The planning-programming-budgeting system has become the
device by which to do the centralized planning; through it,
national security objective are related to strategy, strategy
to forces, forces to resources, and resources to costs.”

1.4. The Committee recognise that for various reasons the country
will stand committed to a substantial outlay on the Defence effort
in the years to come. This lends importance all the more to the
necessity to plan the outlay judiciously and economically. The Com-
mittee would like to commend in this connection the following lines
of approach:

(i) The Armed Forces will have to be provided with greater
fire power and the equipment policy in this respect will
have to take note of the rapid changes in technology that
are occurring. However, before ncw equipment is accept-
ed for use, it will be necessary to recognise that it will
have to be tested intensively in Indian conditions and that
the forces will have to be trained in its use.

(ii) Equipment for the Armed Ferces is not to be viewed as
an item m itself: i' is part of a system. Before its
addition to the armoury is considered, it will have to be
examined whether it will add to the complexity and cost
of maintenance. A multiplicity of types will undoubtedly
complicate the problem of maintenance.

(iti) The provision of new types of equipment will have to
take into account the need to provide a ready bank of
spares, based on a realistic assessment of requirements
as also the need to train the maintenance staff thoroughly
in repair and maintenancs jobs.

(iv) Before new equipment is introduced, there should be @
careful examination of its merits vis-a-vis existing equip-
ment and of its suitability for tasks ahead in the light of
existing knowledge and expertise. Equipment which may
cease to be considered suitable for frontline troops may
have to be kept in reserve for Reserve Forces in the
secondary sectors which may have to be mobilised in an

emergency.

" *W. W. Kanfmann “The McNamara Strategy”
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(v) Rationalisation of demand and standardisation of somewhat
similar articles required by different Services might help
to make the programme of production ecomomic.

1.5. The foregoing considerations illustrate the need for an inte-
grated approach to the problem of equipping the Armed Forces. The
experience of some other countries indicates that such an approach
to problems has been considerably facilitated by the introduction of
the Planning-Programming-Budgetting system. The Committee
would like it to be examined how such a system could be of assist-

ance in effecting better coordination and implementation of Defence
plans.

(b) Measures taken to achieve economy and increase cost
effectiveness

1.6. The Committee enquired from the representative of the
Ministry of Defence what steps had been taken to increase cost
effectiveness and eflect economy in Defence expenditure consistent
with the requirements of security. The Defence Secretary stated that
they had effected savings in expenditure of the order of Rs. 100 crores
last year and Rs. 150 crores this year against the amounts budgeted
for in the Defence Pian 1964—69 for these two years. This had been
achieved without depriving the Defence Services of any essential
equipment. The teeth-to-tail ratio which stood at 57 to 43 in 1963
had now mmproved to 62 to 38. The Armed Forces had been reorga-
nised without exceeding the numbers laid down by the Cabinet. In
fact, they were a little short of this ceiling. They were also tryving
to see to what extent the non-combatant elements could be reduced.
By increasing the fire power and mobility. they would be in a
position to do more with less men. He added that as a result of a
survey undertaken at this instance last vear, economies to the extent
of Rs. 52 crores had been achieved. He, however, pointed out that
40 per cent of the Defence Budget was on pay and allowances in
regard to which there was no scope for economy. He added that:
“So far as the impact of this on the efficiency and effectiveness of
the forces is concerned, 1 can only make a general statement today
that as compared to 1965. our efficiency is certainly 30 to 40 per cent
more, whether you take the Air Force, the Army or the Navy. This
has been possible because of our importing and making in our own
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country, better and more modern equipment, by rationalising the
training and also by improving operational exercises. N

1.7. 'he Committee referred to the substantial economies in
delence cxpenditure eifected 1n the United States as a result of a
cost effectiveness programme introduced by the ex-Secretary of
Staie for Defence, Rovert 8. McNamara. The Committee enquired
what steps had been taken by the Ministry in pursuance of the
stalement made in thewr annual report for 1967-68 that “Studies of
Systemis Analysis and Cost Effectiveness are proposed to be under-
takex in order io ensure the most effective use of our limited
resources.” The Detence Secretary stated that as a result of the
desire of ihe Finance Ministry as well as of their own, it was decided
to send a team oi Officers comprising of ofticers from both the
Minstries and the Services Headquarters to the United States to
atteri a Sem:nar being held there and to study the circumstances
which made their svatem so effective and to ascertain wiat lessons
we could derive from their experience. The net result of the dis-
cussions 1n the Seminar. which was attended by teams fiom other
countries as well, was, tha! while the American Syvstem was good
for that country, it was not capable of being transplanted wholesale
sn our country, the ma:n reason being that the American market in
armament was self-contained wherea- vwe had to depend on other
countries. Maorcuver, the Limitations of foreign exchange which was
one of the most significant factors 1n our equipment programme did
nat exist 1in the United State.. Qur choicr in regard to the countries
from which we could «btain equipment was also very limited in
certain cases. The team had, however. made an intelhgent study of
the whole svstem in the Un:ted States and in pur.uance of its recom-
mendations it had been dec.i.d to create a cell in the Ministry to
make further studies and rcport within a period of three months
as to what svstem we could follow to introduce cost effectiveness.
The team had alss recommended that an assessment should be made
of the traimng facilities ava:lable in India and to train officers of
different branches i management and cost effecuvencss techniques.
.nev had also recommended that fuller utilisation should be made
of *he operatinnal research potential available in the Institute of
Work Study and the Iirectorate of Scientific Evaluation.

£. The Defence Secretary further stated that expeditious
mea.ures would be taken to implement whatever system was recom-
mended as a result of the aforesaid study. He however, thought
that the basic factor in our programme of introducing cost-effective.
ness should be the computerisation of many of the processes. A small
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beginning in this direction had been made in the Armed Forces by
way of an experiment in Jubbalpore and in Delhi. The results of this
experiment were awaited before extending computerisation further.
The extent to which cost-effectiveness could be achieved would thus
depend on the extent to which computerisation was introduced.

The Committee enquired about the progress made with the pilot
project study on inventory control in the Central Ordnance Depot,
Delhi Cantt. based on electronic data processing system in which
reference had been made in their 16th Report (Fourth Lok Sabha).
The Defence Secretary stated: “I understand that it will take about
two to three years; I am not quite happy about it. What has been
proved to be obvious in other cases should be taken to be obvious
in this one as well. Unfortunately it takes a long time to convince
people that something modern is really required.”

1.9. The Committee note in this connection that the U.S. Defence
Programme for the fiscal years 1967—71 was based on the following
objectives:

(i) Develop the Military force structure necessary to support

U.S. foreign policy without regard t» arbitrarv budget
ceilings.

(i1) Procure and operate this force at the lowest possible cost.

i.10. In pursuance of the latter directive, a cost reduction prog-
ramme was drawn up in July, 1962. Savings to the extent of $14
Billion :n FY 1963, $2.8 Bilhon :n FY 1954 and $48 Billion in
FY 1965 were effected. These savings were made without adverse
repercussivns on the U.S. Military strength or combat readiness.

1.11. The manner in which this programme was implemented has
been described below®:

“Some twenty-cight distinct areas of logistics management were
carefully delincated and grouped under the three major over-all
objectives of the programme: to buy only what we needed, w buy
at the lowest sound price. and to reduce operating costs. We fixed
specific annual cost-reduction goals, and designed a quarterly report-
ing svstemn to measure progress against these goals. Each Service
Secretary and agency head was directed to review personally the
progress achieved and to report the results to my office. I then
carefully reviewed these results myself and reported on them to

*“The Easence of Security”



the President and the Congress each year. We consistently tried to
apply one basic test: that a reportable savings must result from a
clearly indentifiable, new or improved management action which
actually reduced costs while fully satisfying the military requirement.
I believe that by and large the savings we reported over the years
have met that basic test.

“Beyond those savings—more than §14 billion during the five-
year period—the program has raised significantly the effectiveness
of our world-wide logistics system. We have developed new procure-
ment techniaues to broaden competition for Defence work and
reduce  the use of  cost-plus-fixed-fee contracts. More realistic
standards determine requirements. New procedures ensure maxi-
mum use of excess inventories throughout the Department. Special
staff were organized to eliminate unneeded frills from specifications.
With the complet:on of the five-vear program in fiscal 1966, I estab-
lished the program on an annual basis the following vear. We set a
goal of $ 1.5 billion in savings to be realized in three vears from
decisions to be made in fiscal vear 1987 The results have already
exceeded our objectives. The curren! estimate for the three-yvear
period stands now at $ 2059 billion”

1.12. The Committee cannot too strongly emphasise the need to
effect economies in Defence expenditure consistently with the
requirements of security. While they are happy to learn that
economies of the order of Rs. 52 crores were effected last year, they
are of the view that a systematic exercise will have to be conducted
covering distinct areas of logistics management in a phased manner.
The aim should be producing in the country what we need, buying
what we cannot produce, “buying at the lowest sound price”, and
“reducing operational costs.” The Committee would like in this
comnection to commend the suggestions made in the Report of the
Team of Officers who visited the United States of America
for the introduction of a phased programme of cost effectiveness.
For this purpose, it is imperative that training facilities in differemt
branches in management and cost effectiveness techniques are
suitably and speedily augmented.

1.13. A basic factor in any cost efflectiveness programme would be
computerisation. The Committee would like the Ministry in this
cenpection (o expedite progress om the pilot project stndy o
inventory control through electronic data processing system which
was introduced in the Central Ordnance Depot, Delht Cantt. last year.
The aim should be to extend this facility expeditiously to other
centres in the light of experience gathered.
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(c) Progress made in achieving self-reliance

1.14. The Committee desired to know the progress made in achiev-
ing seli-reliance in respect of materials and stores imported before
September, 1965. The Defence Secretary stated that self-sufficiency
had been achieved in certain directions only viz. in certain types of
ammunitions and small arms and to some extent in electronics. In
respect of vehicles also, taking into account both the public and pri-
vate sectors, self-sufficiency had been attained. But in other major
fields it had yct to be achieved. He addd: “....On the whole, I
would say that we have yet to gv a long way before we can attain
the comparative self-sufficiency which it is possible to attain. I do
not think we can be absolutely self-;ufficient.”

1.13. During the coutse of evidence of the representatives of the
Departinent of Defence Production, the Committee enquired about
the cfforts made in recent years by th: Department towards import
substitution to obviate our dependence on other countries specially
in the matter of supply o! critical 1tems. The Secretary, Defence Pro-
duct:on stated that after the Chinese aggression an :ncreasing num-
ber oif ilems—mainly components for production of military hard-
ware which were hitherto imported were oeing obtained from the
civil sector. As a result of efforts initiated 1in 1962-63 to locate the
capacity of civil sector, almost every (vpe «f armament required by
the Army for use a! high altitudes was now being procured indige-
gously. Production both in the Hubiic s2cior undertakings as well
as in departmental factories had registered an ‘nerease from Rs. 119
crores in 1963-64 to Rs. 175 crores in 1967-68. Foreign exchange expen-
diture on raw material and components had, on the other hand, dec-

lined from about Rs. 34 crores to Rs. 27 crores during this period (at
pre-devaluation price).

1.16  So far as new production was concerned for example, in
the proposed vehicle factory at Jabalpur, it had been decided that no
macnines would be imported and whatever components were ob-
tainable from the civil sector would be taken if the supplies were de-
pendable. Similarly, in the case of the Earth-movers factory, a
Study Team went round the country to find out sources of produc-
tion of variou: items and wherever possible, two sources for one
item-—so that a dependable base could be built up. As a result, it has
been possible to reduce the amount of Government investment on
the factory by as much as Rs 6 crores.

1.17. In case of items like frigates and tanks, as it was not pos-
sible to produce all the items in the tank factory. indigenous colla-
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boration had been sought for procuring a large proportion of the re-
quirements as for example, the auxiliary generators from the Kir-
loskars, the gun control equipment from Bharat Electronics etc. Si-
milarly, in the case of frigates where a large amount of sophisticated
machinery and equipment was involved, collaboration of Mazagon
Docks with Indian firms had been encouraged. A Study Group con-
sisting of the representatives of the Director General, Technical De-
velopment, the Navy, the production unit concerned and the Minis-
try of Industrial Development had been specially set up for the pur-
pose. Import of an item was resorted to only when so certified by
the Study Group.

118. Se far as the question of procuring spares for items which
were hitherto imported and which were now to be produced indij-
genouslv. was concerned, if there was spare capacity in the Ordnance
Factories. it was utilised for this purpose but largely the contracts
were given either to the EME workshops or the civil sector under-
takings. through the Department of Defence Supplies who were res-
ponsible for coordination in this matter.

1.19. The Commiittee are glad to observe that hoth the Ministry of
Defence and the Department of Defence Production are alive to the
need to make the country self-reliant in the matter of armaments
and equipment required bv our armed forces. However, as stated
by the Defence Secretary. “we have vet to go a long wav before it
is possible to attain the comparative self-sufficiencvy which it is

possible to attain.”

In the Committee’s opinion. the development of indigenous pro-
duction of items required by the Armed Forces i a crucial factor In
Defence preparedness. There is. therefore, need to pool the produe-
tion resources available both in Governmental as well as the private
sector and to enlist the assistance of skills and capacities that the
private sector offers. particularly in the engineering and chemical

industries.

1.20. In the Committee’s view, this requires the formulation of a
carefully prepared industrial mobilisation plan in liaison with the
trade and with assistance to Industry to enable them to familiarise
themselves with the techniques of production and quslity control
that would meet Defence requirements.

1.21. No less important is the need to encourage research in indl-
genous design and indigenous manufacture so that weapons and
systems which are suited to Indian conditions are developed in the
aations! intevest.
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(d) Role of Private Sccior in Defence Production

122, The Commiuttee enquired from the representative of the
Muustry what proportion of the Defence requirements were met (i)
oy acparttnental production, (1) production in Government Under-
takings and (1:1) from the market generally. The Defence Secretary
stuted thot out of the vearly expend:ture of approximately Rs. 300
crores on omaterials purchased from indigenous sources, the depart-
mental and Government Undertakings accounted for about Rs. 175
crades 5o far as umports were concerned they  had more or less
mantained a steady fipure during the last 6-7 vears. In fact they had
not been allowed to pierce the ceiling either in respect of free fore-
1en exchange or in the non-ennvertible field.

1.23. On his attention peing cddrawn to the suggestion made in the
16th Repurt of the Public Aceounts Committer (Fourth Lok Sabhat
that sources of supply should be 5o selected a0t~ zet quality articles
at the most competitive rates, the Defence Secretary :tated that apart

from maxims.ng production in the public se2tr and  departmental
undertakings they were rying s a matter f p Lo % encourage
the private sector ulso to help theom in their off o0 o ndigenizse. As
a resuit of the efforts of the Department of Defernce nupw.;e'\' which
was set upoin 1965, 10 had been possible to plice order. warth Rs. 24
croves tn respect of nearly 8000 1tems Due W vanous peassns the
private sector hail however, not vet peen able to producs all the
artweles requicredt. Uptoadate they had been anie o zer 2000 (tems ~F
the value »f marlv Rs 2 crores It had been recerntiv decidesd to o
nranse this department with a view tn see that greater efforis weeve
made o enlist the a:d of the orivate sector :n a*xwwr"'h. Dofparnen
Supplies within the framewark of the pelicy laid down 20 vears ack
I+ was felt that oo a result of this reorgzanisatn o '.‘.'\:;Z-! A nos.

shle o tap the prevate sector further

124 The Defe oo Seeretary went an to add thar one 7 5 —ain

.

difficulties faced Ly the private sector was the iack of fechnod Jus-
dance, re carch and solentiiic assistance.  The Mupistry was trvee T ta
s how tius deticieney could be made up.

125 During the course of examination of the representatves - f

the Department of Defence Production, the Commuttee referrad

the sugee hon in thetr 18th Report (Fourth Lok Sabhar  that the
items as were available in the marke! at a comparatively cheaner
price should be off.loaded to trade consistentlv with the need to
establish a reliable line of supplies  The Committee destred to know
the steps taken to imolement this suggeston  The Secretary, Defence
Production stated that two principle: had heen taid down in this re-

141 182
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gard. In the first place, it had been decided that where the capacity
of the civil industry could be utilised without rendering idle the
capacity of the ordnance factories or where it was not adequate tc
meet the requirements, orders may be placed on the civil sector to
meet them. Secondly. while setting up new units. it should be en-
sured that if there was a dependable source of supply outside in the
civil sector for any item. such capacity was not set up in the new
unit.

1.26. In reply to another question the Secretarv. Defence Pro-
duction informed the Committee that wherever spare capacity extsted
in the ordnance factories, the Department would naturaly not ob-
tain any item from the civil sector, even though it may be cheaper,
uless the capacity could be utilised for some other purpose. In case
of some items like camouflage nets. charger clips. magazines etc.. it
had been decided to hand over production to the civil sector where
they could be manufactured more cheaply

127. The Secretary, Defence Production further stated that one
of the problems being faced by them in this regard was the inability
of the private sector to keep pace with their requirements for ex-
ample. in the case of tail units for a2 bomb, it was found that for 2
months, the supplies were lagging behind the production capacity in
the Ordnance Factories which had been almost doubled  Similarly,
in the case of track links, production in the two civil sector units was
very small and they were no! able tv meet the requirements. Quick
assessments had, therefore, to be made sometims to see whether such
items should be imported. He, however, thought that this was onlv
an interim phase and once the capacity in the civil sector was built
up. there would be no difficulty,

1.28. The Committee enquired whether a systematic analysis had
been made during the last one year about the cost of production of
goods in ordnance factories as compared to the price at which the
same goods were available from trade. They also called for the
particular and value of goods which had been off-loaded to trade. In
a note, the Ministry have stated that in so far as ordnance factories
are concerned. a systematic analysis of cost of production vis-a-vis
trade price was being conducted and action was also being taken to
off-load items to trade as and when justified. The Ministry have not
so far furnished full particulars of items offioaded to trade. A study
Group of the Public Accounts Committee which visited some of the
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Ordnance Factories in December, 1968 were given the following
information about items off-loaded:

hiem Y. ar Amouni
R+,

Armam n{ compoi.gt I~ 1965-66 86.40 723
1956-67 » 146,07 904

196765 | 46 65,150

Ammu itio.. pavkages 1yH5+66 26 64.50C
1966-6- 93,8,346

196 -6% 3.67.,622

1.29. The Committee note that the m.-ﬁov‘}ihwg rebly was givén in
the Lok Sabha on 7th August, 1968 to starred question No. 384:

“The basic policy as enunciated in the Industrial Policy Resolu-
tion is that arms and ammunition and allied items of defence equip
ment should be manufactured in the Government Undertakings.
There has been no change in this policy. However, for achieving
maximum possible self-sufficiency in Defence requirements and to
speedily arrange the indigenous manufacture of items hitherto im-
ported, increasing efforts have to be made to utilise the capacity in
ine civil sector. In this context the representatives of the private
industries were informed that there should be greater participation
by them in the defence effort and that they would be given facilities
like technical assistance. developmental costs and continuous orders
to the extent possible.” '

1.30. In reply to another starred question No. 380 in the Lok
Sabha, the Minister of State in the Ministry of Defence stated on 7th
August, 1968 as follows:

“Orders for 4,650 items of the value of Rs. 19.47 crores have been
placed with the private sector by the Department of Defence Sup-
plies. The items fall under various categories like, components and
stores for Vehicles. Armaments, Electrical and Electronics. Marine,
Engineering and General.”

1.31. It was further stated in the course of the reply that the
performance of the private sector had been satisfactory in terms of
quality and timing of delivery.

1.32. The Committee feel that appreciable progress has net been
made in off-loading to the trade items available in the market at a
cheaper price. If production for Defence requirement is to be
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‘indigenised’ speedily, it is essential that sustained efforts shonid be
made to tap the industrial capacity available in the civil sector, more
so when that sector has been able to supply successfully critical and
sophisticated items required by Defence.

1.33. In this connection, the Committce would like to recall thelr
observations made in their 16th Report (Fourth Lok Sabha) that
Government may consider seriously whether items which are avail-
able at a comparatively cheap price from the trade and where there
is no risk of the supplics failing at a crucial time, may not be
obtained from the civil sector. The Committee had then also point-
cd out that procurement of de’ence supplies [rom civil industries in
peace time had the added advantage of providing a cushion for
increasing ihe supplies ut shoci notice during an emergency.

1.34. The Committee note that a Department of Defence Supplies
has been in existence since 1965 and has been charged with the task
of cncouraging indigenous production of Defence items which are
being imported. That Departnient should payv sustained attention to
the question how best the resources available in the civil secter
could be tapped in an increasing measure.

1.33. The Commitice ulxe (onsides that Ordnance Factories should
concentrate on producing vital and critical items for which capacity
is either not available or cannot he established in the civil sector for
various reasons, leaving it to the trade to supply common geer items
for civil and defence purpose-.

te} Planning and Coordination of Production in Ordnance Factlories

136 The Commnlee drew the sttention of the Secretary, De.
fence Production to the nole show:ng the action taken by Govern-
ment on their 16th Report (Fourth Lok Sabha) wherein they had
stuted that “Government realise that the existing method of plan-
ning and coordination of production in Ordnance Factories can be
further improved ™ They desired o know the progress since made
in planning and conrdination of orders on the Ordnance Factones
and in adwvance programming of production

137 The Secretary, Defence Production stated that an internal
Study Team had been set up in March, 1968 by the Director Gene-
ral, Ordrance Factories to examine this question. The Team had
bmitted its report and the matter was under consideration of the
Director General, Ordnance Factories He added that an  TBM
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Computer linking 13 of the Ordnance Factories had been installed

as a step towards planning centrally. It was their intention to
link it up with other factories as well.

1.38. In a note on this subject, subsequently furnished to the
Committee, the Department of Defence Production have stated
that the Study Team was set up for examining the various aspects
as to how best the centrahised planning and coordination cell can

be organised to take up planning of all the orders in a methodical
way.

1.39. The Study Team recommended the setting up of a separate
Section in the Headquarters nf the Director General. Ordnance
Factories (to be called Planning and Coordinatinn Section).

The duties of the proposed Planning and Coordination Section
wiil be mainly as follows: -

(i) To receive indents and other orders from the Services
and corresponding with the Services and the Ministry of
Defence on progress of these orders.

(i1) To preparethe production programme for the main
end stores as well az the components programme from
the feeder factories taking into account the Services
Orders priorities. manufacturing lead time and capaci-
ties. In this work. the Section will call upon the assis-
tance of the Data Processing Section of DGOF’'s Hgrs.

(1) All matters pertaining to production, costing etc. will be
dealt with by this Section.

tiv) Progress of overdue extracts and old Inter Factory De-
mands ncluding closing of ol warrants will also be pro-
pressed by this Section

1.40. The Planniny & Coordination Section will also deal with
capacity and load charts from factories These were discontinued
after the Chinese aggression but have again been received and are
being now received on a quarterly basis  These charts are scruti-
nized in Headquarters at present and modifications required to be
carried out are being looked into to make the return more infor-
mative. The object of the review of the capacity and load charts
is to find out the forward load in vartous factories section-wise.
This will be followed by an analvsis of the type of jobs that is
being planned in the various sections and the prospects of thetr
continuity. Capacity wil] have to be allocated in consultation with
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the General Managers of the Factories to accommodate extracts of
ad hoe orders and to streamline the planning of such extracts in
the factories planning scctions so that the extracts are executed
smoothly. This arrangement will rcplace the present system of
depending on the General Managers for planning and progressing
of extracts according to their own analysis.

1.41. The Department have further stated that the recommen-
dation of the Study Team to set up a separate Planning & Coordi-
nation Section in DGOF's Headquarters is bemng gradually imple-
mented. The setting up of the Section will. however. involve some
amount of readjustment of staff and functions which will tuke
some time. It is envisaged that the work of the section will be
stabilised from some time in mid 1969

1.42. The Committee can hardly over-emphasise the importance of
advance planning and programming of production in Ordnance Fac.
tories with a view to ensuring utilisation of assets both of men and
machines in a most efficient manner. They note that the Depart-
ment of Defence Production has recently initiated steps in this direc-
tion in the light of the recommendations made by a Study Team
which was set up in pursuance of the recommendations contained
in the Sixteenth and Nineteenth Reports of Public Accounts Com.
mittee last year.

143. The Committee would like in this connection to draw atten-
tion to their observations in their Fiftv.Second Report (Fourth Lok
Sabha) where they have suggested that while allocating the work-
load, the production cost factor should be kept continuously in view.
Better programming could be achieved by the use of computer faci.
lities which have been made available to the Director General, Ord.
nance Factories in 1964. [t is also esvential that sustained efforts
should be made to achieve quality control and minimise rejection
occurring at present on a fairly large scale both during production as
well as in the course of inspection.

(f) Provisioning of Stores

1.44. Referring to the cases of overprovisioning/unnecessary pro-
curement of stores commented upon in paras 710 of the Audit Re.
port, the Commuttee called for information on the following points:

(1) the existing procedure fur assessment of requirements
of stores, equipment and spare parts by the lower eche-
lons of the three Services;
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(ii) the level at which these are scrutinised so as to ensure
that there is no over-provisioning; and

(iii) whether any procedure has been devised whereby subs-
tantial surpluses revealed by periodical reviews are au-

tomatically reported and looked inte by higher authori-
ties.

1.45. The information furnished by the Ministry is as; follows
(item-wise) : —

(i) The policy regarding purchase. retention and replacemert
of major items of equipment and ammunition is approveua
by Government on the recommendation of special Com-
mittees in the Service Headquarters like the General
Staff Equipment Policy Committee.

The policy regarding the provisioning of main equipment
and their spares and other General Stores including the
various reserves to be held is also laid down by Govern-
ment and incorporated in the provision Review Direc-
tives issued by Service Headquarters. The actual! provi-
sioning is carried out bv the Services in accordance with
these provisicn review directives.

tit) Provisioning of all stores i1s made under the supervision
of officers of the three Services. The indents for supply
of stores are placed after obtaining financial concurrence.
Indents valued at more than Rs. 2 crores are placed with
the approval of Government.

(t1i1) The Depots holding stocks of stores are required to re-
port substantial surpluses of stores which are not re-
quired by them to Service Headquarters for scrutiny by
technical teams at Service Headquarters for examining
the possibility of alternative utilisation bv other users
before taking action for their disposal

1.46. The Minstry have further stated that in so far as paras. 7
and 9 of Audit Report (Defence Services), 1968 arc concerned.
there were no lacunae in the provisioning procedure. but certan
assumptions that were made for estimating the requirements were
not confirmed by subsequent actual expericnce. In regard to para. 8
of Audit Report (Defence Services) 1968. a3 n>w procedure was

devised for provisioning and the lacunae :n the previous procedure
have been removed.
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1.47. As regards para. 10 of Audit Report {Defence Services),
1968 the provisioning review procedure in the Air Force is coustant-
ly under review. Internal correctives are applied as and when found
necessary. The provisioning system had been reviewed recently.
Details of the measures taken in this regard are given in Appendix L

1.48. The Committee note that the overprovisioning in the cases
veferred to in paras 7-10 of the Audit Report (Defence Servicesi.
1968 resulted in surpluses of the order of Rs. 10 crores as per de-

tails given below:
(Rupees in Lakhs)

(i) Parka trousers ; 177
(i1) Uniforms for NCC . 123
(iii) Parachutes .. 700
(iv) Tvres and Brusbhes .. 2.62
Total ) 1002.62

1.49. The Committee are not happy that such gross over-provision-
mg should have occurred. As would be evident from the findings
in later section of this Report. there was on the one hand a tendency
to overpitch the requirements and on the other hand an ami«sion to
vollect certain basic data regarding actual consumption wastage!
retrievals as a preliminary to the placing of orders.

1.50 While the Committce are fully conscious of the fact that
these cases occurred at a time when the security of the country was
at stake, they feel that the omission to take certain elementary
measures calls for a high level review of the provisioning procedure
for the three Services. The Committee, therefore. sugpest that Gov-
ernment appoint a Committee comprising of senior officers drawn
from the three Services as well as from the Ministrv of Defence’
Finance (Defence) with a view to laving down proper guidelines for
provisioning and for evolving a suitable machinery for keeping a
continuous watch on the utilisation of stores so as to ensure that
provisioning is done more realistically in future and that wastages
are avoided.

(g) Centralised Purchases

1.51. Coming to the question of purchases, the Commitice drew
the attention of the Secretary of the Department of Defence Pro-
duction to the practice in U.K. where, with the sole exception of
aircraft and spare parts, every Ministry was free to make its nwn
purchases from the market and obtain the cheapest stores in their
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own way. The Committee enquired whether they were satisfied
with the present procedure of centralised purchases of their
requirements through the Director-General, Supplies and Disposals.
The Secretary, Defence Production, stated: “I cannot say I am
entirely happy with this central purchase system because this system
is attuned to purchase at the cheapest price. It is not attuned to
purchase within a short time. Our problem quite often is that
time is much more important than money. In the last two or three
vears, we have taken special exemption in some cases to obtain
plant and machinery directly and not through Director General,
Supplies and Disposals because that would shorten the time period.
But it is not possible to do it in every case. If there could be a
system under which a special procedure was available for high-
priority items, either for them or for transferring it back to us, I

will be satisfied with the Director-General, Supplv and Disposal
procedure in normal cases”

1.52. Citing on examble. he stated that it had been decided to
approach the civil sector for supply of track links for the tanks. It
was a difficult item but the Director General. Supplies and Disposals
were able to enter into a contract with a firm. Another firm was
alsu prepared to supply it but at a little higher price. The Director
General, Supplies and Disposals could not. however enter into a
contract with this firm even though the combined effort of both the
firms was less than half of what thev wanted. In the situatien
then prevailing, the links were needed urgently and as production
had heen held up. the Director General, Supplies and Disposals was
asked to procure them somehow. It took several months for the
Director General. Supplies and Disposals to enter into an agree-
ne'nt with the firm as the firm were demanding a higher price. To
avoild such a situatien in future. a small Committes had been set
un fo push through proposals expeditiously.

153 On the same qiestion being put to him. the Defence Sec-
retary stated that excepting Government to Government. purchases,
which were negotiated directly by them. the rest of the purchases
had to be done through the Director General. Supplies and Dispo-
sals. In regard to such purchases thev had come up against many
problems but at the same time. he thought that the Services were
“quite disinclined to handle purchases themselves. They do not
wish to involve themselves in these commercial deals and thev
would prefer the civihians to do it.” He added: “Whether we do
it in the Defence Ministry o the Works, Housing and Supply
Ministrv do it. the onlv question is of saving time rather than anv-
thing else. 1 think, if we handle them we will save some time. . ..
I would rather err on the side of centralisation of purchase agency
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than on the decentralisation with a view to finally getting the
maximum possible economy in purchases.”

1.54. The Committee note that in Britain no centralised purchase
agency exists and that each Ministry/Department is free to make its
own purchases (excluding Aircraft and their spares). Inter-depart-
mental consultations, however, do take place in regard to the pur-
chase of items of a similar nature. While the Committee concede
that the existing arrangements for procurement of Defence Stores in
India through a centralised agency, viz., the Department of Supply
(Director General, Supplies and Disposals), might be of advantage
in the interests of economy, they do wish to emphasise that while
catering to Defence reauirements time is of the essence of the mat-
ter. Government should, therefore, devise a machinery which would
ensure the procurement of high priority operational items with the
least possible delay. The Committee consider that one method of
doing this would be to set up a high level standing Committee con-
sisting of the representatives of the Denartment of Suvply, the Min-
istry of Defence/Finance (Defence), Department of Defence Produc-
tion and Department of Defence Supplies to act as a clearing house
for indents of this nature so that in appropriate cases they could
give authority for direct procurement to save time.

(h) Disposal of surplusiobsolete stores

1.55. A statement showing the value of stores declared surplus
by the Services, the value of stores examined bv the Inter-Services
Technical Team. value of stores declared surplus to the Director
General, Supplies and Disposals and the value of stores disposed of
during the period Mav, 1963 tn April. 1968 is given below:

(Value in lakhs of rupees)

Value of Valueof Value of Value of stores \alue of
stores stores stores disposed of and stores
declared examined declared money realiced vet to be
Year surnlus by the surplus e cxamined
by the inter- the Dis- Value bv the
Services  Services DGS&D posed of  realised Inter-
Tech. Services
Team Technical
Team
From May, 1963 to
3oth Anril 1965.. 7,225 311 2.396° 61 282 52 614y 178K 4 H2%-v0
A 00 234-1965 . 7.946°53  K219-0R 646 8¢ 247" 62 Th <y 827 4%
Ason 30-4-1967 . 7,196°68  6,872-41 2,497 48 729" 24 230-20 3142~

As on 30-4-1968 R.296:02  7.653°95  5.705°72 2.876:3K  6sR-sB  642- 07

e e m e e e L
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1.56. During evidence the Committee drew the attention of the
representative of the Ministry to the large surpluses of stores
which were of the order of Rs. 70.46 crores. Rs. 71.96 crores and
Rs. 82.98 crores as on 30th April, 1966, 1967 and 1968 respectively.
They enquired whether these surpluses did not indicate that the
estimates were in excess of the actual requirements and if the
Ministry had been more realistic in their assessment, obsolete
stores on such a big scale would not have been there. The De-
fence Secretary stated that the figures were cumulative. Recalling
his statement made before the Committee last year when he had
promised to systematise the procedures etc. in order to accelerate
the pace of disposals, he stated that the results since achieved indi-
cated substantial improvement. The value of stores declared sur-
plus by the Services had gone up by Rs. 11 crores in one year. Figures
of stores declared surplus to the Director General. Supplies and Dis-
posals had also gone up by about Rs. 33 crores which meant that on
1st April, 1969 thev would be showinz a less amount of stores that
would be awaiting inspection

1.57. The Committee encuired whether it wnuld be possible tn
obviate wastage as well as obsnlescence bv purchasing onlv what
was immediately necessarv. The Defence Secretarv stated that a
substantial portion of the surplus stores awaiting dispnsal belonged

to World War II. He. however. promised to look into the problem
further.

1.58. The Committee then enquired how long it would take for
the Inter-Services Technical Team tn examine stores nf the value of
Rs. 6.42 crores as on 30,4 1988. The Defence Secretarv stated: “This
is a eontinuous work. Perhans what would hapoen in the next vear
is that this ficure would be eliminated and something fresh will come
up. We will trv to be upto date. Actuallv. the disonsal bv  the
Inter-Services Technical! Team has been imoroving in recent vears”

159 Ta a question as to the efforts being made bv the Directar
General, Supplies and Disonsals to expedite disposal of the stores.
the representative of the Directorate stated that a maior portion of
the surplus stores consisted of vehicles and MT spare parts. The
tempo of disposal of vehicles had been increased tn 2 000 per month
as against 700 to 1,000 previouslv.  Difficulties were. however. heaing
experienced in the disonsal of MT sparec as these belonged to nld
and obsolete vehicles Thev were not getting manv offers in the
auctions and were also not fetching their value Out of Rs 3 crores
worth of MT spare parts put up for auction in Sentember 1968 onlv
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half could be disposed of. A meeting was, therefore, held with the
Depot Commanders to consider whether these spares could be segre-
gated, make-wise. so that their disposal could be facilitated. The
difficulty of the Depot Commanders was that they had warehouses
full of these MT spare parts and it would take a considerable time to
segregate them make-wise. Efforts were, however, going on and it

was hoped that the tempo of disposal of these spares would increase
in due course,

1.60. To a question whether the spares could not be disposed of
along with the vehicles. he stated that this was fried before so as to
get better value but without success. He added: “Anyway, this is
one of the schemes which we are investigating but that will depend
on whether the Depot Commanders can segregate the MT spares,
make-wise, and give us those lots separatelv which can be sold along-
with the vehicles concerned.”

1.6!. Referring to the fact that the amount realised in respect of
stores disposed of during Mayv. 1966-April. 1967 was 31.5 per cent while
in the subsequent vear 2iz. Mav-April. 1968 it had dropped tn 22.8
per cent. the Committee desired to know the reasons for the fall in
realisation. The representative of the Director General, Supplies and
Disposals stated that after devaluation. the hook value of the surnlus
stores had heen enhanced by 57.5 per cent but the realisatinn ficure
had not shown much increas~ as pernle were not prepared to pay
mare in torms of rimees. Asked whether thiz wae not due tn slow
disnasal nf the steres he stoted: “T dan™t think =0, As =enn as the
surnlus renarts come, we diennze of with’'n three  or four months:
verv rarelv it has exceeded four months”

1 62 The Committee nhcerve that a< a rounlt of the messures taken
hy the Viatetryv during the past vear eonciderable progress hac heen
made in the dicnncal of cprpluc/ahsolete (tores.  The Committee,
however find that the valve of stores vet ‘n he exsmined by the
Inter Services Technical Team hac doubled from Re 311 erores s
on Ith Avril 1067 (o RS .42 crorec ac o 20th Aneil, 1968, The
Commitiee thercefore. uree the Ministry to porsne  vieoroushy  its
«forts to accelerate the pace of examination and disposal of these
stores. So far as the dispns<al of MT snares is concerned, the Com-
mittee would like the Minictry tn jssue instructions to the Depot
Commanders to have them «eareznted make-wise, expeditiously, so
that their disposal is facilifated snd bhetter value is ohtained.

1.63. The increasing incidence of surnluses raises a question whe-
ther the cxisting techniques of inventory contrel and management
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are effective. The Committee would like in this connection to draw
attention to their observations in their 43rd Report about the need
to rationalise the existing techniques and to introduce modern
methods of provisioning and stores control.

(i) Reports of the Staff Inspection Unit

1.64. The Committee called for a copy of the Reports of the Staff
Inspection Unit (SIU) on the organisation of the Directorate Gene-
ral, Ordnance Factories and the action taken in pursuance thereof.
The Department of Defence Production have informed the Committee
that the Staff Inspection Unit prepared three separate reports, two
of which deal with the various technical and clerical (non-gazetted)
grades in the Office of the Directorate General, Ordnance Factories.
In regard to the third report deaiing with their assessment of strength
of the gazetted posts, it has been stated (Januarv. 1969) that it was
sent to the Ministry on 4th April, 1968 but has not vet been finalised.
There are no SIU reports on ‘he Ordnance Factories as thev have not
<o far inspected any of them. The follow:ng economies were sug-
gested by the Staff Inspection Unit in the non-gazetted cadres:

Pacy Sacdgio ed Sere xth Eoonoms
strereth v oeved B Sugreacod
~tU
1. N -gazetted techs ool Tt P M
~tatf “Supnit. erc.
2 Non-gazeited  clencal 6hon S
Povts

1.65. As regards gazetted stafl. the Comnuttee understand that
the following reduction were stggested”™:

Satictior gl Reoommeside: by Cut
strer gth N¥FH B B Mot oo Suggestod
Urit
103 ~4 Y]

The Department have further stated: “The Director-General, Ord-
nance Factories has not found the recommendations of Staff Inspec-
tion Unit workable and the question of mmplementation of the re-
ports is being actively pur.ued in consultation with the Director
General, Ordnance Factories and the Staff Inspection Unit”

* Rased on ‘he .ml'ornmim- give’ toa stuy group of the PAC which visitod «ome
ordnance factories in Dacember. 1968,
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1.66. The Committee note that substantial economies by way of
curtailment in the strength of the gazetted and non-gazetted staff in
the Office of the Director General, Ordnance Factories, have been
suggested by the Staff Inspection Unit of the Ministry of Finance,
but their recommendations have not been found to be workable by
the Director General, Ordnance Factories. The gquestion of imple-
mentation of the suggestions is, however, stated to be under active
consideration in consultation with the Director General, Ordnance
Factories, and the Staff Inspection Unit,

1.67. The Committee would like Government to finalise the matter
at an early date and effect maximum economy consistently with re-
quirements.

1.68. The Committee further suggest that there should be a stand-
ing arrangement whereby the requirements of staff at the head-
quarters of the Director General, Ordnance factories as well as the
production units (mainly ordnance factories) which have not been
examined by the Staff Inspection Unit are periodically examined at
a high level to effect all possible economies consistently with the
need for maintaining efficient production,



CHAPTER 11

DEFENCE PRODUCTION

Progressive manufacture of Shaktiman trucks in the Ordnance
factories

Audit Paragraph

In Para 58 of their 33rd Report (1964-65). the Public Accounts
Committee referred to their 17th Report (1963-64) wherein they ha:l
expressed their concern over the production of trucks lagging behind
the planned targets and expressed the desire that every effort shouid
be made to adhere to the revised programme drawn up by the
Government in May, 1963.

2.1. The table be ow shows the actual productior from Julv.
1963, to June, 1967, compared with the revised target—

Percentage of

Yeur

sth vear
{1-7-63 tv 37-6-64)

6th year
{1-7-64 t0 32-6-65"

7th year
[1-7-65 10 37-6-65;

8th year
(1-7-66 13 30-6-67:

Production

Target  Actuil

1.232 1.222
1.530 1.128
1.523 1.477
1.§02 939

indigen .us content

Target Actual
s Average.

62 1 MY

- 54~
165 653
== 67-%

2.2. It will be seen that there was a shortfall in production as

well as in the indigenous content of the trucks.

Taking the year,

July, 1966—June 1967. the target for savings in foreign exchange
was Rs. 4.23 crores on the manufacture of 1.500 vehicles. The actual
savings were, however, only Rs. 195 crores. Of the shortfall of
Rs. 2.28 crores in savings of foreign exchange, Rs. 200 crores were

25
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due to the shortfall of 561 trucks in the total production and Rs. 0.28
crore were due to less indigenous content achieved in each truck.

23. The shortfall in the indigenous content was main'y duc to
delay in establishment/commencement of the indigenous production
of certain major components indicated below:—

1, To be manufactured in Ordnance factories with?)
foreign collaboration,

Gear Box i The extent of Jdebivom
Universal Joint l establishing _lil.lh!i'i‘-'
Crank Case (of Axle Assembly) ! ous produchon e
Crlinder Head (of Engine Assemblv) | tailed in Appendix 1]

I o the Report
- To be manufactured by Trade, or in Ordnance >
factories using forgings from ‘Trade.

Rubber Pad Mounting
Camshaft

Connecting Rod

Brake Assembly

Oil Tilter

2.4. The Ministry have stated that in the cis¢ o the Geao Box
manufacture had commenced from Julv, 1944 hat that nfensas
production could not meet the full requirement. and th the evtent

of shortfall, imports were unavoidable, The cstuhilzhment of indv-

genous production of the Universal Joirt wus celnved fov o vearo-
May. 1963 to Mayv. 1964—pending decisicn on o chanre 1 wheeld
design; thereafter difficulties in procurem. =t o tseis guuves and

fixtures at reasonable prices from abroud deluved the projert fur-
ther; manufacture has commenced ironm Decemner 19657 As regzard.
the Crank Case (of Axle Assemblv) and Cvinder Head (o Eng.one
Assembly) the Ministry have stated that the plant was set up in
December, 1965, but that there has been dolay on the part of the
collaborators in supplyving the fixturces Thuese ave now expected to
be delivered by May. 1968. The firm on whoi orders for cnastings
were placed in August, 1964, are vet to make wnv cipplies

2.5. The Ministry have further stated that the unutidised copacity
in the production of Shaktiman trucks was utili.ed for manuiacture
of Nissan vehicles, the production of which war much b ve the
target.

[Paragraph No. 4. Audit Report (Defence Serviees). 1988]

2.6. The Committee drew attention to the figures of targets an.d
actuals for production and indigenous content of the trucks ror the
four years ending 30th June. 1967 as given in the Audit paragraph
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and enquired what the figures for the year 1967-68 (ending June,
1968) were. The following information was furnished by the Depart-
ment of Defence Production:

s+ 7= e e

- ¢ e - —

Percentage of indigenous

Production content
Year
Target Actual Target Actual
Average
1\)6?-68 1,200 9'9 edad ~2
{1-7-67 tn

20-6-68}

) Rad

2.7. The Committee drew the attention of the representatives of
‘he Department of Defence Production to the consistent shortfall in
aroduction vear after vear and desired to know to what extent the
‘equirements of the Army were being met and whether thev were
short of these trucks. The Secretary., Defence Production stated
that the manufacture of Shaktiman Trucks was undertaken in 1959
‘n order to utilise the spare capacity available in a number of «ard-
~ance factories. This position was, however. seriously alTected after
‘he Chinese aggression when other priority ilems had to be under-
~aken by these factories. Among these, was the larger requirement
£ 1 ton trucks and Nissan patrol jeeps needed at high altitudes.
Theretore, same readjustment in production targets had to be nade.
28. So far as the guestion of attainment of the targets laid down
sas concerned he stated that the normal tendency of the Deparument
f Defence Production was “to fix targets above what we can
“rineve”  Besides, there had been delavs in the establistrment of
ndigenous production of some of the tems both in the ordnance
tact roes and the civil factories The shortfall in indigenous con-
ent dduring 196T-68 tJuly - June) was, however, not much (72 per
cent as agamst 77 per centy. It had aiso te be borne in mund that
come of the capacity in the ordnance factories was used for produc-
Cenof Nissan patrol jeeps and Nassan trucks

29 Elabeaaung the reasons far shortfal in production with re-
ference te the vear 1967-68, the Department of Defence Production
trought the following position to the notice f the Committee:

“The main reasons for the shortfall during the vear were.

(1) Certamn defects developed in the engine which necessi-
tated detailed examination and tnal with modified Pis-
ton Assembly and was finally traved to substandard

J41LS-3.
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quality of indigenous diesel oil. There has been, in the
meanwhile, a consequent shortfall in the regular sup-
ply of piston assemblies from the Civil Trade.

(ii) Transfercase and Gearboxes were found. in .iHSPt"“UU_“
trials, to develop certain defects which required recti-
fication,

(iii) Failure of timely supply of Ancillary irade items vis
Oil Pump. Micro Filter, and Rubber Mounting.”

“Apart from the above, efforts in the course of the vear t:

make good the shortfall were handicapped by the ‘f-“"‘
that separate capacity could not be assured in the varioti-

factories for this line of production.”

2.10. As regards shortfall in attaining indigenous content.

Committee were informed of the following position:

“The main reasons for the shortfall are:

th:

(i) Indigenous supply from Civil Trade of Aircleance: an.

Steering Wheel could not be established.

(ii) Manufacture of Universal Joints was delaved di.

late receipt of machinery.

L

(iii) Production of connecting rods was held up due to inte:-

ruption in supply of forgings from avil trade”

2.11. The Committee enquired to what extent major compuaen’ -
of trucks had to be imported due to shortfall in indigenous conten’
The Department of Defence Production informed the Commitice:

“Actual requirement during 1st July. 1967 o 30th June, 1963

of Gear box, Universal Joint, Crank Cases, Cvlinder Head
Connecting Rods, Rubber Mounting, Brake Assembly
Camshaft, Propeller Shaft, Oil Filter, Steering Whee! uni
Oil Bath Aircleaner was 919 sets each. ()f the abov:s
quentities, Universal Joints, Connecting Rod, Stecring
Wheel, Oil Bath Aircleaner were imported. Certain Geur
Box components (1021 sets) were also imparted.

“Foreign exchange spent on importation of the above itenss

was Rs. 23.43 lokhs (based on ex-works price of 1938)."
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2.12. The Committee were given the following picture in regard
to the foreign exchange expended for manufacture per truck:
T i-‘c;r:ngn exchang; amnunt expenderl

for manufacture per Shaktiman

Truck

Rs
1962-63 .. 14.066
1963-64 .. 13.339
1964-65 . 10.262
1965-66 .. 7478
1966-67 .. T.172
1967-68 . 13.466*

{*Pust devaluation value)

2.13. The overall position 1n regard to ithe fnreign exchange f{or
import of items originally earmarked {sr production in srdnanrce
factories/civil secter was as under:

Year (July-June) Amount (In lakhs «f R=)
1461-62 .09
196:2-63 .35
1963-64 8.20
1964-65 16 00
1965-66 3198
1966-67 3327
Julyv. 1963 to .30
November, 1968 13 50

131.532

[Note: (i) Based on ex-works price
1) Caleulations at pre-devaluation rates of exchange]

2.34. The Committee enquired why there was delay in establish-
ment of indigenous praduction of some of the items. In a note on this
point, the Department have explained the pas:tion as follows:

“Gear Box: The date of estabhishment of indigengus manufac-
ture in the case of gear box was July, 1964 as against anti-
cipation 1n March, 1964. The delay was marginal. Indigen-
ous production has been fully established and importatioA
uf complete gear box discontinued from August, 1966.
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“Universal Joint: These were planned for deletion from May,
1965 but the delay in the change of wheel design from Rear
Twin Wheel to single wheel resulted in the holding up of
planning action for one year from May. 1963 to May, 1964.
Eight additional types of machines including three imported
machines were indented in 1964-65. Out of these, six types
were 1o ~ived between September. 1964 to July, 1967 and
one in September, 1967. For the eighth type, the indent
was placed in March, 1963, but Director General., Supplies
and Disposa's could finalise the order only in May, 1965.
The machine was finally received mn January. 1968.”

~Forgings also could not be ordered till the decision regarding
change in the wheel design which as stated above was taken
in May. 1964, and the order for forgings after obtaining
financial concurrence could be placed only in  November,
1964. The delay in the change of wheel design also resulted
in the ordering of special tvpe of jigs and tools required
for the manufacture of Universal Joint. After considering
the tool designs to suit the machines selected by the factory
and receipt of quotations from the collaborators the supply
order could be placed only in August, 1966.”

“Upto December. 1968. 352 sets have been completed and the
target production of 125 sets reached.”

“Crank Case Cylinder Head: Both these items were pianned
to be deleted from May, 1965. Indents were placed on
Director General. Suwplies and Disnasals in March, 1964
ana covered by supply order of November, 1964, The last of
these machines was received in March, 1967, The delav was
caused because ecach item of tools and eguipment had to be
studied in detail to ensure satisfactory warking with the
machines selected and to produce them in the country to
the extent possible. Selection of the equipment ctc was
finalised in November. 1966 and supplv order placed in
March, 1967 after Director General. Technical Develop-
ment's clearance and financial sanction. Due to changes
in design. however, the supply order had to be modified
in December, 1963 and the items are now being shipped.
Manufacture of these items would be established before
end of 1969.”

“Cam shaft: Manufacture has been fully established and
uplo middle of December, 1968, 2644 shafts have heen
completed.
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“Connecting Rod: Manufacture established and upto end of
November, 1968, 903 sets have been completed. The out-
turn of 120 sets is expected in December, 1968.”

“Rubber Pad Mounting: Indigenous trade sourcz has been

established and upto end of November, 1963. 3.904 sets
supplied.”

“Brake Assy: Upto end of November. 1968 1.906 sets have been
received from indigenous trade”

“Qil Filter: Upto end of 1968, 2,748 sets have been received

from trade indigenously.”

215, The Commutter desired to Know whether o
for which md:u»-nuus production had oeen
progress had been maintained or whether the ground gained in res-
peet of an item had been lost subseguentiv. The Secretary. Defence
Producton stiated that they had expertenced some difficulty in respec?
of two items riz. the steering knuckle and the piston. The former was
a complicuted forging. They tried to m;nmfutu:u it by the ca>ting
methods bur orowas feand that

whichk 11 hroke

respect o items

established  consistent

there were cortain defoots because of
down hefore due time
of steering knuckles
ones. The insy

Consequentiv, 3 {uir number
had to be imported w replace
weotion had since been made
formancee wos now hetter,
duction throush the

the  ndigencus
very strict and the per-
They were also tryving to establish its pro-
forging method. A number of firms had been
approached in this connection but due to lack of response. it had
now been .decided to try it in the Heavy Vehicles Factorv, Avadi

2.16. In regard to the piston, the witness informed the Commitiee

that it was being made by a private sector undertaking. Certain de-
fects had been noticed by their inspectors and investigations were
going on. Some remedial measures had been taken in the meantime
and production had started.

2.17. He added that taking the overall picture for the whole period

of production, the situation had stradily improved and progress was
being maintained on cvery item.
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2.18. The Committee further enquired whether the gear box and
the universal joint which were being manufactured in the ordnance
factories with foreign collaboration had since been fitted to the trucks.
'The Secretary stated that the gear boxes had been in use for sometime
but the universal joint was still under trial. Extensive trials had
been carried out on about 90 universal joints that had been produced.
The Inspectors’ report was naw in its final stage and some decision

would be given soon.

2.19. The Committee enquired whether the ordnance factories

would continue procuring some of the items required for the trucks
from the Civil trade as hitherto. The Secretary. Defence Production
stated that where there was a dependable source of supply from the
Civil sector, their policy was not to instal that capacity in their fac-
tories, unless the supply was inadequate or the quality was not upto
the mark. He added: “Actually, whenever we go to the trade. our
aim is to go at least to two suppliers wherever possible. We have two
suppliers so that. firstly. there is competition and, secondly, there is
large measure of reliable dependence.”

2.20. The Committee drew the attention of the Secretury. Defonce
Production to the Department’s « bservations aqueted in the  Audit
paragraph that the shortfall in production «f Shaktimun trucks had
been compensated for by production ! Nissiun vehicles and enquired
whether this was so. The Secretarv, Defence Produc':on stated: “1
cannot answer in a positive ves because some capacity can be utilised,
some cannot be. These adjustments are veryv technical and T do nnt
want to make a statement which may not be 100 per cent correct.
But it is broadly correct to say that some of the capacity whicl. ruay
have gone to Shaktiman is being used for Nissan.”

2.21. The Committee were informed in reply to a further question
that the manufacturc of the Nissan trucks in the country was under-
taken under a collaboration agreement made with a Japanese comnay
on 2-2-1960. This provided for progressive indigenous manufucture of
Nissan trucks @1.200 Nos. per annum with effect from 1960-61 A
maximum production of 3.684 trucks per vear had been achieved

2.22. As regards indigenous production of components the tarpets
and actual achievements during the vears 1966-67 to 1968-69 and the
progress anticipated in the next three years were as follnws:
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Year Target Actuai Remarks
3966-67 90", 45-20%, Indigenous target was fixed on the basis
of a commitment to produce 1200
1967-68 - ’ Nos. per year. Since the Army re-
quirement was increased to 3600 per
1968-69 ” ” vear, the indigenous content as planned
could not be achieved.
1964y-70 s0v.,
i970-71 65",

i971-72 707,

2.23. Asked how the ex-factory price of NISSAN trucks manufac-
wured in ordnance factories compared with the ex-factory price of
NISSAN trucks produced in Japan, the Ministryv have stated in a note
-nat the latest ex-factory unit cost of Nissan 1 ton truck was Rs. 29,403
.5 against the unit ex-works price of Rs. 16,732.57 in Japan. The in-
.reased cost was mainly due to devaluation.

2.24. The Ministry have further stated that the foreign exchange

-aved during July. 1966 to June. 1968 by the manufacture of Nissan
-rucks has been estimated a. follows:

_1966-67 1067-68
(in lakhs of Rs)

Nissan Carrior 3337 129.12

Nissan Patrol 28.7 29.66

225, The Secretary, Defence Production informed the Committee
ihat the ordnance factories were the only source for supply of 1 ton
4x4 trucks to the Army. As there were not enough of these, the
Army were using 2 wheel drive trucks. Till 30th September, 1968,
vver 9,000 Shaktiman trucks had been supplied by them to the Army.
Besides, 19.000 one ton Nissan trucks and about 7.000 Nissan patrols
had been supplied and thus they had saved crores of foreign
c¢xchange. The witness added: “The purpose for which this pro-
gramme was started has been achieved fully, because the surplus
capacity, wherever available, has been used to the maximum extent
vossible.”

2.2 The Committee called for detailed information regarding
the requirements of the Armed Forces for trucks (4x4 and 4x2
separately) during each of the vears 1962-63 to 1967-68 and the extent
to which these were met by the ordnance factories and factories in
the civil sector. Thev were informed that the requirement was for
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4X4 types of trucks but the Services were prepared to accept
42 type to the extent indicated below. The extent to which these
requirements were met by ordnance factories and the civil sector
is also indicated below:

Regquiremenis Recepis trom
Year —  Tomi
4x4 X2 Total Ordnange Col Sector

factories e e

4X4 4X4 a2
1962-63 1,416 4-129 5.54% 45 16 FRCEGE) RN
1963-64 3.316 29N 6.202 1,022 1.444 JNGl RER R
1964-61 1,593 2.104 6.04" 1128 3,008 Tosar I Y
1965-66 45528 1og1t .93 1530~ 34 RS R P
1966-67 700 4308 S.2oo iy 202 PP R
1967-6% 6.302 2307 i L2l R oo A

2.27. The Committee enquired how the cost of & Shuktimun truck
compared with that of a truck of same quality produced in the cvil
sector and also with that of an imported truck. The Secretary
stated that the cost of a civil truck was a 1ittle over Rs. 35,000 while
that of a Shaktiman truck estimated as  on 1st Julyv, 1967 was
Rs. 62.642. He. however, added tha: comparison hetween the cost o
a Shaktiman truck and a civii truck would not be proper since thes
were not similar. Certain factors made the Shaktiman  trucw
superior. Moreover, 1t was produced in several factories and some
of the items had to travel more than once before these were in the:r
final shape. Its cost was. however. comparable to the ex-factory
cost of 3 similar tvpe »f truck obtained from Germany (Rs. 60.632)
The Secretary added that because of the devaluntion. the cost n
foreign exchange of the imported components had gone up from
Rs. 11,000 10 Rs. 17000 and that was largely responsihle for the
increase of about Rs. 7000 in the present cost of the Shaktiman
truck.

2.28. The Committee were informed that Government proposed
to set up a new vehicles factorv for manufacture of Shaktiman and
Nissan vehicles in Public Sector. In reply to a question
whether there was adequate justification for setting up a separate
factory, the Secretary stated that a stage had now been reached
when the vehicle requirements of the Army had been standardised
and the requirements were sufficiently large to justify the setting
up of a separate factory. Moreover, surplus capacity so far available
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and used in the ordnance factories may not be available after the

next 5 to 10 years. In a note to the Committee the justification for
the unit has been explained in the following terms:

“The need for a 1-ton truck (for Defence) was clearly

admitted and the attempts to get this produced at civil
units failed mainly on grounds of cost.

“The truck based on the Bedford engine did not meet the
defence requirements and the TELCO trueks could not
satisfv even the civilian demand. The increasing pros-
pects offered by oportunities for road transport in the
Fourth Plan would absorts TELCO cutput.

“In the wake of the emergence, it was found difficult to obtain

delivery of adequate number o trucks in time. The

in the public sector
appeared to be the best guarantee for satisfactory perfor-
mance on the part of private
country.”

existence of productin capacity
procducton units i the

“The ecconomiecs of sale and the benefits tha

tcan be exgected
from concentration of production in one or *wo firms had
to be considered in relation to
different production lines and for mumtaining a certain
level of competition.  If these S aspects are oot taken

the nreed for developing

care of simultaneously. the resul
creation of monopelv in the
ecconnmies of scale would e

waoild have been the
privile sectlor and the

Bave beesnorealised

“To meet the level of requirements of the Armed Forees it
would have been necessary to augment the existing facili-
ties considerabily and further o ceniralise the components
manufacturing capacily in one location b ensure enhanced
and economic  production. It would not have been
posstble to acommodute the manufacture of the increased
Army regquirements espectaliv the demands n the event
of a sustained {ui! scaie war without the additional invest.
ment of plant and machmery and 1ts location away from
the borders at a pluce bke .. ... .

2.29. Asked about the propesed targets of production for the new
factory and whether production could be made an economic pro-
position, the Secretary. Defence Production stated that the factory
would be producing 500 Shaktiman trucks and 600 Nissan trucks

per month. “1100 trucks per month”, he added “would be an econo-
mic proposition.” :
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2.30. To a question regarding the outstanding demand for Shakti-
man trucks, the Secretary, Defence Production stated that as in
July, 1968, it was for 5,000 trucks. When the Committee pointed
put that if the production in the proposed factory was going to be
of the order of 500 Shaktimans a month, it would take less than a
year to meet the requirements of the Army, the witness stated
that “the placing of orders at present has necessarily to be related
{r the capacity which exists in the ordnance factories. There is no
point in giving us an order for 20,000 vehicles when we cannot
produce more than 125 a month.”

2.31. In reply to a further question whether keeping in view the
fact that the Army happened to be an eccentric user. they anticipat-
ed any possibility of production being surplus to requirements and
in case such a contigency did arise, whether there was any possi-
bility of exporting the trucks to other countries. the Secretary,
Defence Production replied: “....The factory has been planned
‘on the basis of economic production. It is realised that its full
‘oroduction after some time may not be necessarv only te meet
*Army requirements, but it must be appreciated that in wartime the
“requirements increase and therefore all our planning is reallv tuned
as an insurance for wartime.”

“The next question is what we do when there is a surplus. We
can either export or make use of them in the home market. Our
‘Plan, as far as the Shaktiman is concerned, is to have also a civilian
version so that we could introduce it in the civilian market; the
civil market in any case will be able to have the Shaktiman because
according to our discard policy. after so many vears of usage or
after so many miles of usage, the Armyv disposes is of and so it
goes to the civil market and therefore we are certain that there
will be a market for the Shaktiman.”

“As regards export. I may sav that inquiries are there today for
import from India of this vehicle. There are certain difficulties
into which we need not go just now because we are not nverflowing
with Shaktiman todav. but when the factory comes into full pro-
duction 1 have an anticipation that at least in the neighbouring
countries there will be requirements of 3-ton trucks.”

2.32. To a further question whether the saturation point mav be
reached when they would either be having idle capacity in the new
factory or thev would be forced to seek new markets, the Secretary
rcplied:” T would like to say that just now it is a period of recession
and so it is not so clearly evident. but as time goes on, the require-
ments of trucks in our country are bound to increase. The Planning
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Commission is aware of our capacity and they take into account,
while sanctioning additional capacity, the existing capacity and our
capacity and-so the whole thing is done in a coordinated mannar.
It is essential that our factory must produce these trucks at an
economic price and, therefore, the production must not only be
related to our requirements but also related to economy of produc-
tion and that is what we have attempted to do.”

2.33. The Secretary further informed the Committee in reply to
another question that during the last three years, the Army had
procured about 18,500 Tata Mercedes Benz Vehicles. roughly half
5 which were 4>4. As their collaborator could produce the
4>4 conversion unit only to a limited extent, they were not in a
position to supply more 4 <4 trucks. That is why he stated, pro-
luction of Shaktiman trucks was of real help to the Army.

Asked whether any difficulties had been experienced by the
Defence Ministry in getting trucks from the private sector because
they dictated their own terms. he replied: “This may have been so;
I am not personally aware.”

2.34. To a question by what time the entire requirements of the
Army for 1 ton to 3 ton trucks would be met entirely and exclusive-
ly from ordnance factories including the new unit, the Secretary,
Defence Production replied: "Within two years of our factory going
:nto full production, it will be met.” Further asked to what extent
dependence on the private sector had been reduced. he stated: “As
far as 3 tonners are concerned, the Army takes 4'4 wherever it is
available; for 1 tonners. thev are only from the ordnance factories
today; as far as patrols and jeeps are concerned. they are taken
according to requirements.”

235. To a question whether a separate unit would help in achiev-
:ng efficiency, quality as wel! as economy in this respect, the Secre-
tary stated: “There are two 1easons We feel that for supplving
natrols and 1 tonners, we definitely need a separate productio:: unit.
We have combined with that our requirements of 3 tonner Shakti-
man. It will certainly be produced economically. It will be a
stable source of supply.”

“For our war-time requirements also on strategic grounds, it is
wise to have two sources rather than ane.”

2.36. Asked by what time it was expected that all the components
of Shaktiman as well as Nissan trucks would be manufactured indi-
genously, he replied that their aim in both the cases was to reach
an indigenous content of 90 per cent within 2-3 vears of the factory
being commissioned. The other items which would be imported
-were such as would be taken up for production only if it was
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economical to do so. It was quite likely that by the time the target
of 90 per cent was achieved, the industrial potential might develop so
as to be able to take care of the rest also.

2.37. The Committee have been informed by Audit that Govern-
ment issued w sanction on 11th September, 1965 to set up a vehicles
factory for manufacture of Shaktiman and Nissan vechicles in the
‘State Sector at a total cost of Rs. 32 crores. Upto October, 1968.
55 per cent of the building and 60 per cent of the township had
been completed. 307 supply orders for 865 items of plant and
machinery costing about Rs. 8.8 crores had been placed involving
foreign exchange of Rs. 5.03 crores.

2.38. The Committee are not at all happy about the situation that
has developed concerning Shaktiman Trucks. They note that there
has been a Consistent shortfall in the production of Shaktiman
trucks in relation to targets fixed. It was stated by the Secretary.
Department of Defence Production, that the “practice” has been
to fix the targets on the high side. but the Committee observe, that.
even after the annual target of production was scaled down in

1967-68 from 1.500 to 1.200 trucks. production has continued to lag
behind the target.

2.39. The shortfalls in production have been attributed mainly to
defects that developed in certain major components of the truck
like piston assembly, gear hox and transfer case which are now he-
ing indigenously produced. This situation emphasises the necessity
for a strict and continued watch by the Department over the quality
of indigenous components and gquick and timely action to rectify the
shortcomings noticed in these components.

2.40. The Committee also observe that the pace of indigenous pro-
duction of components has been rather slow. The imported com-
ponents used per truck (Rs. 13.466) in 1967-68. about eight vears
after production was started. accounted for over a fifth of its total
cost (Rs. 62,642). In fact, due to periodical set-backs in the pro-
gramme for indigenous manufacture of components. Government
have been obliged to fall back upon imports which. during scven
Years ending 1967-68, amounted to Rs. 1.31 crores. The Committee
would like it to be examined how import substitution can bhest be

speeded up, consistently with the maintenance of quality of the
trucks.

2.41. There has heen particular delay in the establishment of in-
digenous production in the ordnance factorics of some major com-
ponents of the trucks like universal joints, crank case and cylinder
heads. The Committee observe that a collaboration agreement was
executed as early as June, 1962, for the production of universal joints



39

and production was planned from May, 1965, onwards. However,
due to various reasons, production was not started till 1967-68 and
the components produced are still to be fitted to the trucks. In res-
pect of crank case and cylinder heads, for which collaboration agree-
ments were executed in September, 1958, production is yet to be es-

tablished, more than three years after the planned date (i.e. May,
1965). S : .

2.42. The Committee would like the Department of Defence Pro-
duction to ensure that indigenous production is speedily established
and that rigorous quality contreol is maintained so that the parts in-
digenously produced can be used in the trucks.

2.43. Apart from quality control, there is also a compelling need
to enforce strict cost control. The cost of a Shaktiman truck as on
18th July. 1967, was Rs. 62,642, as against which the cost of a civil
truck procured by the Army was Rs. 51,000. It was stated by
the Department of Defence Production that certain of its features
make the Shaktiman truck ‘superior’. The Committee would like
the Department of Defence Production to examine how best the cost

of the Shaktiman truck could be brought down through systematic
cost control at every stage of production.

2.44. So far as the project for setting up a full-fledged unit in
the State Sector for manufacture of Shaktiman trucks as well as
Nissan trucks and patrols is concerned. the Committee would like
Government to give careful consideration to the following factors
which have a bearing on the economics of the venture:

(i) According to the information given to the Committee. the
proposed unit would be producing 1,100 trucks per month
so that it could take advantage of economies of scale. The
Army's requirement for trucks over the last six years has
varied from 3.200 to 9.600 trucks per year. It is, therefore,
obvious that production at an economic level cannot bhe
sustained on the strength of demand from Army alone.

(3i) If the proposed unit i< geared to o level of production
which demand from Army alone cannot sustain, it will
inevitably ha- ¢ to look to the internal and eaport markets
to keep its production going. The internal market is be-
ing catexcd to already by units in the private sector which
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are at present producing trucks at cheaper cost than the
ordnance factories. The unit cannot. therefore. compete
with private sector units unless the existing level of cost
is proportionately brought down. The scope for such re-
duction in costs and the competitiveness of the trucks
produced at such reduced costs vis-a-vis trucks produced
in the private sector will, therefore. require very carefv!
examination.

(ili) So far as export markets arc concerned, the data fu-.
nished by the Department about the ex-work-
prices of both Shaktiman and Nissan trucks show that
these prices are at present higher than similar prices of
trucks produced in Germany and Japan. Admittedly,
there may be a reduction in internal prices if productiv..
is established on a larger scale, but it will still have to be
considered whether the prices will even then he compel: -
tive with those at which the collaborators are at preses!
producing them. The other point is whether the ternes
of the collaboration agreements leave scope for exports o
a scale that would be necessary. Another point no te..
important is how potential export markets which Govero.
ment have in view are at present being served and whe.
ther the proposed unit will be able to compete with exist
ing suppliers to those markets on equal terms.

Irregularities noticed in a project for establishment of an
Ordnance factory

Audit Paragraph

2.45. In February. 1963, Government decided to established u 1.
Ordnance factory to manufacture a particular type of ammunitisg,
The following points were noticed in the setting up of the factory .~
(i) An order. (Rs. 28:13 lakhs) for the supply and erection f

a plant for producing gas required by the factory was

placed on a private firm under a contract entered jnto by

Director General, Supplies and Disposals, in March, 196¢

The delivery of the plant was to be arranged to  ensce

supply of gas by 1st August, 1964. The work has not vet

been completed (December, 1967) due to faulty plannmg
and execution of the work by the firm. Pendiﬁg arectum
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of the plant gas is being purchased locally by the fac-
tory

(i1) Electric power required for the factory was to be obtained
from a State Electricity Board. Pending finalisation of
the terms of supply, it was agreed that payment for power
consumed would be made by the factory, at the Board's
tariff rates on the basis of 50 per cent (raised to 73 per
cent from Januarv, 1966) of the contract demand. or the
actual maximum demand established during a month,
whichever was higher. Based on the planned capacity «of
the factory, a contract demand for supply of 5000 KVA.
of electricity was intimated to the State Electricity Board.
The z2ctual maximum demand as between August, 1964,
and July. 1967, varied from 80 KVA to 2475 KVA and was
far below the contract demand. Pavment made for ihe
consumption of power at 50 per cent (raised to 75 per cent
from Ja2nuarv. 1966) of the contract demand. at the tarf]
rates of the Electricity Board, involved an extra expenc:-
ture of Rs 607 lakhs

(1i1) Construction of a “Bachelor’'s mess™ building for 50 jun: :
officers was sanctioned by Government on 25th Septem’..:.
1963, at a cost of Rs. 2.96 lakhs as par! of the residents!
buildings for the personnel of the factory. The s
building was completed and taken over by the factory au-
thorities on 5th October, 1966, but has remained vaczn® il
now (December. 1967) for want of single officers in need
of such accommodation.  According to the Ministry this
building is expected to be fully occupied when the factory
goes into two-shift production.

{Paragraph No. 6, Audit Report (Defence Services), 1968 .

[Paragraph No. 6. Audit Report (Defence Services) 1968].

2.46. The Committee desired to know the reasons for delay in the
erection of the gas plant and the action taken to expedite completion
of the work. They were informed that the delay was duc m:inly
to non-adherence to the delivery schedule by the firm and the mag-
nitude and complicated nature of the project. The Director General,
Supplies and Disposals was in constant touch with the supphers
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:and rendered them all necessary and possible help for completion of
the work by way of giving them ‘ex-gratia’ assistance for procure-
ment of raw materials like cement etc.

2.47. The Committee desired to know the total expenditure in-
-curred so far on the local purchase of gas. The following informa-
tion was furnished: —

Year Quantity Value

B ) o (Kas. (Rs.)
1964-653 . . . . . . 6.162 6.162
1065-66 . . . . . . 1.14,0114 1.46,751
1966-67 . . . . . . 1.38,528 1.72,000
1967-68 . . . . . ) 116,892 1.80,164
1968-69 . ) . . . 82,301 1,04.907

Upto 30th November, 68}

2.48. The Committee enquired whether when the plans for the
factory were drawn. estimates were made of the cost of production
of gas. In a note on this point, the Ministry have stated that the
original estimate of cost furnished by the firm on the assumption »f
production of oil gas @ 18,000 cft. per day (24 hours) was Rs. 21.82
per 1.000 cft. of oil gas. The cost of Esso Gas consumed till Seprem-
ber. 1968 worked out to Rs. 38.53 per 1.000 cft. In working out the
cost per 1.000 cft. of oil gas, the firm had taken the cost of Diesel
‘Oil and Furnace Oil at the rate of 30 paise and 13 paise per litre,
whereas. the present rates of Diesel Oil and Furnace Oil were 63
paise per litre and 22 paise per litre respectively.

2.49. To a question whether the delay in setting up the gas plant
could be attributed to faulty planning on the part of Government,
the representative of the Director General. Supplies and Disposals
stated that initially the difficulty arose duc to the inability  of the
firm in getting steel and some imported components. 1t took almost
2 vear for them to get these things. He added: “The firm had been
supplving gas holders and gas plants for some institutions and some
ordnance factories. Probably they were all smaller plants of a
laboratory scale. They did not realise the magnitude of this job.
We had issued a limited tender enquirv to 13 firms. We received
only one quotation from this firm.”
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2.50. The Committee enquired whether it was still not necessary
o have ascertained whether the firm had the requisite experience
1o carry out the work successfully. The representative of the
Director General, Supplies and Disposals stated that the firm had
furnished a list of the various institutions to whom they had sup-
plied the gas holders. Asked whether their experience of supplying
&as holders could be considered as a sufficient guarantee of their
-<capacity to build a gas plant of this magnitude, he replied: “They
-are not the middlemen or agents; they are manufacturers them-

:selves. But this job was of a very high magnitude and that is why
«obviously they failed.”

2.51. To a question whether, in the course of their enquiry, the
Director General, Supplies and Disposals tried to find out from the
firms supplying gas in the country, the sources from which they
‘were getting the gas plants. The representative stated: “I would
mot like to make a very definite statement but it is my understand-
ing that such large-sized plants are mostly imported. For example,
the plants of Esso and Burmah Shell, who are supplying us gas for
-domestic purposes, are mostly imported. Only the small-sized plants

required for laboratories etc. are being indigenously manufac-
‘tured.”

252, To a further question whether the Director General, Sup-
plies and Disposals tried to find out what the firm's performance bhad
‘been at the other places indicated by them, the representative rep-
lied: “In view of the fact that, firstly, they had given us a printed
pamphlet giving the names of institutions where they had supplied;
-secondly, the indentor himself had stated that their performance
‘where they had supplied gas plants had been satisfactory—of course,
‘that was probably based on smaller plants—and, thirdly, because of
‘the urgency of the requirement, we considered that it was not ne-
<cessary to go further into the matter and that if we went further
into it, we would be delaying the placement of the order. In retros-
pect, probably it is right that we should have investigated further;
but you have to make a judgement or decision in the circumstances
‘Prevailing at that time.”

2.53. To a further query as to how they could gauge the capacity
of the firm on the basis of a brochure, the representative of the
Director General, Supplies and Disposals stated: “We bad the pam-
phlet from the firm saying that they have installed such and such
things. We had a report from the indentor Ministry saying that the
work of this firm has been satisfactory. But, as I mentioned earlier,
the wotk done by this iz was for smaller plants where the work
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had been satisfactory. Now, this quotation was for a very large:
plant. Since this firm was in a position to manufacture this kinds
of plant and this was the only indigenous offer, having regard to the-

urgency of the work, we thought that further investigation would.
delay the work.”

2.54. To a question about the money value of the contract and:
the amount paid so far, the representative stated that the amount.
involved was Rs. 29 lakhs of which Rs. 19 lakhs had been paid.
Asked whether there was any provision in the contract for with--
holding payment in view of the delays that had taken place, the
representative of the Director General, Supplies and Disposals stated!
that there was the usual clause in the contract which provi-
ded for recovery of liquidated damages of 2 per month or part of the-
month against the portion delayed. In addition, from 1st April 1968:

onwards, a further penalty of Rs. 1,000 per month had been imposed:
for the delay.

2.55. Asked whether the interests of the Government were ade-
quately covered, the witness replied: “I would not like to make a.
commitment here and now. But I think, we are adequately covered.”’
He added: “We have made it clear to the firm that the extension is
given to them subject to reservation of all our rights. We have also-
made it clear to them that if any additional sales tax or excise duty
is levied or any increase takes place in these items, they will not.
be given to them.”

2.56. The Committee enquired whether final trials of the plant
had since been completed. The Ministry have, in a note, stated!
as follows:

“The final trials of the complete gas plant have not yet been-
completed. The preliminary trials run on the 30th and:
31st October, 1968 had to be suspended suddenly due to:
the break-down of 1,00,000 cft. gas holder.”

2.57. To a further question when the gas plant was kindly to be-
commissioned, the Ministry have stated that “no definite date can:
be given as it depends on the rectification of the defects pointed out:
during the trial runs of the plant.”

2.58. The Committee note with regret that the Director General.
Supplies and Disposals placed an order with a firm for supply of &
large sized gas plant without adequately verifying the firm’s cape-
-¢ity to execute the work. What is surprising is the fact that a printedl
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brochure given by the firm about various institutions to whom they
had supplied gas holders and gas plants on a “laboratory scale” was

considered as adequate proof of thcir capacity to fulfil their contrac-
tual commitment.

2.59. The Committee note that the gas plant is still to be commis-
sioned over four years after the scheduled date of its commissioning.
Preliminary trials with the Plant have brought to light defects which
the firm has been asked to rectify and Government is, therefore, not
in a position to say when the plant is likely to be put into operation.
The Committee would like to be apprised of the progress in this re-
gard as also the action taken against the firm.

2.60. One point arising out of the information furnished to the
Committee needs mention. Due to non-commissioning of the gas
plant, Government have been forced to buy gas from the market.
While the cost of production of gas from the gas plant as originally
estimated was lower than the price at which gas is being purchased
in the market, these estimates were based on certain data regarding
the cost of furnace oil and diesel oil which are no longer valid. In
view of the substantial increase in the prices of these oils, it needs
examination whether the Plant would be able to produce gas at rates
comiparable with the market rates,

(ii) Under-estimation of the demand for electric power

2.61. The Committce desired to know the reasons for shortfall
in consumption of electric power and enquired whether any efforts
were made to revise the contract demand in the light of actual con-
sumption. They were informed that the original demand for elec-
tric power intimated to the Electricity Board in August, 1963 was
based on the assumption that it would be possible to attain the
target of production in 1965. Due to delay in the supply of certain
raw materials and tools required for the plant and the machinery
and delay in the progress of civil works, there was a shortfall in the
consumption of electrsc power. In August, 1964, it became clear
that, due to changes in planning and in the scope of the project,
demand for power would be much less that is, of the order of 5,000
KVA and the Electricity Board was persuaded to agree to this
reduced demand. This demand was based on the actual production
target which was set for the factory after revised planning.

2.62. The reduction in demand was agreed to on the following
conditions: —

“(a) The consumer should pay from the date when the supply
is commenced from 132X11 KV, substation, on regular
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basis (March, 1967), the annual minimum guarantee on
the basis of 15 per cent return on the capital expendi~
ture incurred by the Electricity Board which is
Rs. 3.825 lakhs or the tariff minimum whichever is
higher. The tariff minimum is the amount to be paid
for the Demand Charges based on the Billing Demand.

(b) The consumer would also pay for temporary supply on
the basis of contract demand of 5000 KVA with effect
from 1st August, 1964, the actual date of completion of
all arrangements and for the period prior to this.

(¢) The consumer should bear the capital expenditure of in-
fructuous nature incurred by the Electricity Board for
making temporary supply available.

2.63. It has been pointed out to the Maharashtra State Electricity
Board that the actual date of commencement of 5.000 KVA tempo-
rary power supply should be from 22nd August, 1965, the date when
all the sub-stations were commissioned.”

2.64. During evidence, the Secretary, Defence Production inform-
ed the Committee that soon after the original plans were revised,
the Department started negotiations with the State Electricity Board
and persuaded them to agree to 5,000 KVA which was their revised
demand for maximum production. It was, however, irue that even
now they were not using 5.000 KVA energy. However, charges on
the basis of 75 per cent of the contract demand were being paid in
accordance with the tariff rates of the Electricity Board. On the
Committee's pointing out that during a period of 3 years viz. August,
1964 to July, 1967 the highes demand was of the order of 2475 KVA
only as against the contract Yemand of 5,000 KVA. he stated that
this was so because the rate of production was only about one-third
of the maximum planned production. He added: “If everything
had gone according to schedule amd our plan and our optimism, we
would have got this capacity used in the end of 1965.”

2.65. It was further explained that it was not possible to revise
the contract demand periodically taking into account the actual
consumption from time to time, since facilities required for power

supply were established by the Electricity Board in accordance with
the demand.

2.68. The Committee desired to be furnished with a note indicat-
ing the period over which these liabilities arose, the amount paid to
the Electricsty Board and the amount that would have been payable
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had billing been on the basis of actual consumption. In a note on these
points, the Ministry have stated that the State Electricity Board had
energised their 5,000 KVA transformer on 1st August, 1964. As per
the conditions of supply, the consumer had to pay at the tariff dates
applicable for billing demand on 50 per cent of the contract demand
which worked out to 2,500 KVA from that date involving a demand
of Rs. 20,000 per month. The tariff comiitions of supply were amend-
ed by the State Electricity Board with effect from 1st January, 1968
when they raised the billing demand from 50 per cent to 75 per cent
of the contract demand, ie, 3,750 KVA. The demand charges,
therefore, increased to Rs. 29,250 per month. The actual consump-
tion of power (year-wise) was as follows amtl the difference in

charges if the billing had been based on actual consumption worked
out as under:—

Period KWH Amount™ J§

(in lakhs) (in lakhs of Rs.)
August, 1964 to December, 1964

161 0-90
January, 1965 to December, 196§ 17°43 2-23
January, 1966 to December, 1966 - . 2946 2-20
January, 1967 to December 1967 . . 4141 1-89
Januarv, 1968 to July, 1968 . . 30-6s8 1-08

2.67. The Committee were also informed that the question of
payment arising out of the stipulations made by the Electricity
Board at the time of reduction of the contract demand frcm 14,000
KVA to 5000 KVA "as also payment of expenditure of infructuous
nature” (om all of actual consumption being less than 50 per cent/

75 per cent of contract demand) had been taken up with the Electri-
city Board.

2.68. The Committee ohserve that the factory contracted eriginally
for a demand of 14000 KVA which was later reduced to 35,0080 KVA.
Even the reduced demand has turned out to be a gross ever-o<t mation
of requirements. Over a period of four years ending July, 1968, the
Payments for electricity on the basis of stipulated percentages of
contract demand exceeded by Ra 827 lakbhs the charges that weuld
bave been payable on the basis of actwal consumption. The Committes
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note that this question of excess payment as well as the payment
of certain charges demanded by the Electricity Board at the time
of reduction of the contract demand to 5,600 KVA are under discus-
sion. They would like to be apprised of the outcome of the efforts
in this regard.

(iii) Construction of the Bachelors’ Mess

269. The Committee desired to know whether at the time of
sanctioning construction of the Bachelors’ Mess, it was envisaged
that it would be occupied only when the factory commenced two
shift production. It was stated that the Bachelors’ Mess was expect-
ed to be occupied only when the factory had commenced full produc-
tion. Its construction could, therefore, have been taken up at a
later stage. But sanction for the construction was issued in Septem-
ber, 1963, “so that it could be used from August, 1964 by officers,
foreign technicians and other senior staff posted to the factory for
installation purposes.” The target date for completion of the build-
ing was, therefore, fixed as August, 1964. When Governmunt sanc-
tion was obtained for the accommodation, the total number of per-
sonnel expected to work in the factory was 4,150, The planned
figure for provision of accommodation was 2218. i.¢, for roughly
half the number of people expected to he emploved. The building,
however, became available only in October, 1966 by which time a
large number of residential quarters had also become available.
Since there was delay in achieving the targets of production, the
work did not also start in full swing during this period. The quar-
ters then available, therefore, adequately met the requirements of
the staff in actual position at that time and the Mess could not be
utilised. The Mess was still unoccupied. Attempts were, however,
being made to put it to use in some form or the other.

2.70. Asked how the requirements for residential accommodation
in the Bachelors’ Mess were assessed, the Sccretary, Defence Pro-
duction stated that the plan for provision of Bachelors' accommods-
tion for 50 Junior Officers “was related to the size of the factory and

the number of personnel that will work there when it is working to
maximum capacity.”

2.71. Asked whether the Bachelors' Mess was meant only for
officers, the Secretary, Defence Production stated: “Really, the
standard of accommodation provided is not that of an officer; it is
of a lower category....According to the rules, the Bachelors’ Mess
is intended for accommodation for clerical, supervisory and superior
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:staff to whom it may not be possible to offer married accommoda-

‘tion. Persons staying in this Mess would be drawing a salary of
Rs. 150.”

2.72. The Committee enquired about the financial loss incurred
so far due to non-occupation of the Mess since October, 1966. It
was stated in reply that the loss of revenue on the basis of the
minimum rent chargeable worked out to Rs. 17,760 per annum.
Based on this, the total loss till October, 1968 amounted to Rs. 35,520.

2.73. The Committee observe that due to un-coordinated planning
:in the matter of provision of housing accommodation for the staff
employed in the {actory, a Bachelors’ Mess constructed at a cost of
about Rs. 3 lakhs has been lying unoccupied since October, 1966.
The programme for construction of the Mess, which was intended
for housing junior officers, was advanced so that it could be used
by officers, foreign technicians and other senior staff posted to the
factory for installation purposes. Due to a delay of more than 2
years in construction, this objective could not be realised. The ulti-
mate objective of the Mess being used to house officers employed on
production work has also not been realised as there is “surplus
accommodation even in residential quarters” that were separately
put up and the tempo of production in the factory has been well
‘below the original expectation. The Committee would like it to be
examined why the programme for provision of accommodation was
wot coordinated with the programme of production in the factory.

‘Government should also take steps to ensure that such instances of
lack of coordination do not recur.

Unproductive expenditure
Audit Paragraph

2.74. In August, 1958, the Air Force placed an urgent demand
on the Director General Ordnance Factories, for the production of a
.certain bomb. The specifications for the bomb required the bomb
bodies to be heat treated but adequate facilities for heat treatment
were not available in the ordnance factories. The Air Force, as a
temporary measure to meet urgent needs, had, therefore, agreed to
:accept supply of bombs without heat treatment. Facilities for heat
treatment to bomb bodies were established in an ordnance factory
‘to a limited capacity only in December, 1964. Later, in March, 1966,
the Air Force decided not to accept any further bombs without heat
treatment. This has resulted in bomh bodies already produced
without heat treatment valued at Rs. 10-80 lakhs (which cannot now
‘be heat treated) and certain components (not useful for the new
method) valued at Rs. 1'40 lakhs becoming surplus to requirements,
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2.75. The Ministry have stated (January, 1968) that proposals for-
utilisation of these stores are under consideration.

[Paragraph No. 5, Audit Report (Defence Services), 1968}

276. During evidence, the Committee enquired from the repre-
sentative of the Ministry how the requirements of heat-treated:
bombs were being met before the project was sanctioned in 1858
The Secretary, Defence Production stated that these requiremnts.
were being met by imports since the indigenously produced bombs.
were not heat-treated. Asked whether the ordnance factories had!
the requisite technical know-how for heat-treatment when the pro-
ject was sanctioned, he stated that considerable difficulty was experi-
enced in developing the know-how of heat-treatment as it required
& change in the whole planning of the furnaces.

2.77. The Committee enquired when facilities for heat-treatment
of bomb bodies were sanctioned and the reasons for delay in their
establishment till December, 1964. In a note on this point, the
Ministry have stated as under:—

“Sanction was issued on 14th October, 1958 for provision of &
composite oil-fired type Heat Treatment Furnace at an
estimated cost of Rs. 6-22 lakhs for heat-treatment of.....
bomb bodies. This project could not, however, be pro-
gressed further as certain difficulties were encountered
when trial heat-treatment was undertaken which neces-
sitated re-thinking on the whole issue. Consequently,
procurement of oil fired Bogey tvpe heat-*reatment furnace
already sanctioned was not processed...... Trials were
undertaken in collaboration with the Defence Metallurgi-
cal Research Laboratorv and after consultatinn with an
expert who was a Furnace Specialist at...... Factory.....
it was decided to instal twon electricallv operated Pit Tyvpe
Furnaces and one small oil furnace at an estimated cost
of Rs. 547 lakhs. An indent for the two electrical pit
type furnaces was placed on 6th June, 1961, The furnnces
were received between the period June, 19°3 to Julv, 1984
and were commissioned on 27th Aurust. 1964. Trial runs
were made during September. 1964 to November, 1964
and regular production of heat-treated bombs was taken
up with effect from December, 1964.”

2.78. To a question whether the plan miscarried because of lack
of know-how, the Secretary, Defence Production admitteg that ft.
happened “because of lack of knowledge and experience.”
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2.79. The Committee enquired why the Ministry did not think
of first acquiring the know-how before actually undertaking the
project. The Secretary, Defence Production stated:

“This i8 the reason for the delay........ Research was carried
on within the country........ We did not look for a col-
laboration, provided we could develop it ourselves. In.
fact, we ourselves developed it and succeeded. If we had'
gone out for technical know-how, from my experience of

four years in this Department, I can say that it would
have taken longer.”

2.80. The Committee pointed out that eventually an export from
one of the factories provided the know-how and also advised that
the oil fired Bogey type furnace would not work and enquired
whether it would not have been better to have consulted him from.
the very beginning. The Secretary, Defence Production stated:—

Factory, where this work is done, they made
out a plant which was found by trial. They got all the
experts together for research and development, who made
more experiments to find out a method for this
not necessary always to consult outstation experts.”

2.81. In a note on this point, the Ministry have stated that it was
first intimated by the factory in April. 1959 that the oil fired Bogey
tvpe furnace would not serve the purpose. The Specialist was con-
sulted right from the beginning and there was no delay in this
regard. The Ministry have further stated that no expenditure was

incurred on the oil fired Bogey type furnace before the revised
sanction was issued in March, 1961.

2.82. To a question whether the capacity created in December,
1961 was adequate to meet the actual requirements of the Air Force,
the Ministry have stated that the capacitv crested could meet the
actual requirements of the Air Force almost f{ully.

2.83. The Committee desired to know whether anyv indication
was given by the Air Force authorities of their intention not to
asccept bombs without heat-treatment at any stage between Decem-
ber, 1964 and March, 1966. The Ministrv have stated that “in a
mecting held in the Ministry of Defence on 22nd Januarv, 1955 the
representative of Air Headquarters stated that a stage had been
reached when supplies of unheat-treated bombs were n~t required
and in future only supplies of heat-treated bombs would be accep*ed.

However, the Air Headquarters agreed to accept unheat-treated
bombs upto 31st March, 1965".

“The matter was again discussed in a meeting held on 5th April,
1965 when it was stated that it had been pointed out earlier that
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where the work had sufficiently progressed in the manufacture of
unheat-treated bombs prior to the crucial date i.e., 31st March, 1865,
the supplies of unheat-treated bombs would have to be accepted by
the Air Headquarters and that the Chief of the Air Staff had accept-
ed this position.”

“In June 65, it was brought to the notice of Air Headquarters
that a very small proportion of the bombs manufactured at the
‘Ordnance Factory may fail in heat-treatment but would fulfil speci-
fications laid down for unheat-treated bombs. It was suggested that
such bombs be accepted by Air Headquarters as unheat-treated so
that the public money spent on their manufacture might not go
waste. Air Headquarters stated that the rejection of small percent-
age of bodies during normal inspection activity had to be accepted
as in the case of any other item. When a pilot on whose training
the Government had spent some lakhs of rupees takes off on an
operational sortie, he risks his life and the aircraft valued over
£100,000...... In these circumstances, the Air Headquarters did not
agree to the acceptance of the bombs which did not come upto the
specifications laid down for heat-treated bombs.”

“The matter came up again for discussion in the meeting held on
10th March, 1968. The representative of Air Headquarters stated
that a very large stock of unheat-treated bombs had alrcady been
built up and there was no further requirement of these bombs. The
Secretary (Department of Defence Production) stated that the
Director General, Ordnance Factories, would take action to ensure
that supplies of unheat-treated bombs were not made by the
Ordnance factories after April. 1966 and that the available bomb
bodies would be kept in stock for later utilisation.”

2.84. Asked whether in addition to the unheat-treated bomb bodies
lying with the Ordnance Factories, any of the bodies issued to the
Air Force prior to March, 1966 had been declared surplus to require-
ments, the Ministry have stated in a note that that the bomb in
question were issued to the Air Force only after filling and empty
bodies of these bombs were not issued to the Air Force. Such
bombs issued to the Air Force prior to 1966 had been earmarked for

use for training purposes.

2.85. The Committee desired to know the normal shelf-life of the
surplus unheat-treated bomb bodies lying with the Ordnance Face-
tories. The Ministry have stated that the empty bomb bodies can
be kept in stock in covered accommodation indefinitely, provided
they are given suitable preservative treatment etc. before storage.

2.86. The Committee further enquired whether such bomb bodies

when filled up, had a shorter shelf-life and if s0, what the proposals
‘were for their utilisation. The Ministry have stated that “the bomb
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bodies, when filled will have a shorter life compared to the unfilled
ones, since explosives have a limited life compared to hardware.
These bomb bodies (1,164 Nos.) were manufactured under warrants
closed between December, 1966 and February, 1968.”

“The question of further utilisation of unheat-treated bombs is
under examination by Air Headquarters and a decision will be taken
after reports of various studies in progress are received.”

2.87. As for the surplus components, the Ministrv have informed
the Committee that no action has been taken to dispose of these
components as Air Headquarters had agreed to accept the unheat-
treated bombs lying at the Ordnance Factory.

2.88. The Committee fail to understand why when the Air Force
authorities had clearly indicated in January, 1965 that unheat-
treated bombs would not be acceptable to them beyond March, 1965,
the Ordnance Factory producing these bombs continued to supply
them till, April, 1966. It is regrettable that this should have occurred,
particularly as the Factory had by then (December, 1961) developed
facilities for heat treatment of bombs which were capable of meeting
“the actual requirements of the Air Force almost fully.” The Air
Force finally decided in March, 1968 not to accept these bombs in
view of the “very large stock” that had by that time accumulat-
ed. By that time bomb bodies components valued at Rs. 12.20 lakhs
had also accumulated with the Factory. The Committee consider
that if prompt action had been taken to stop production of unheat-
treated bombs after the requisite capacity for heat treatment was
established. it might have been possible to reduce substantially the
accumulation of unheat-treated bombs with the Air Force as well
as the factory. The Committee trust that the Department of Defence
Production will issue instructions to ensure that such instances do
not recur. The Committee also hope that the available bomb bodies
will be put to the best possible use.

Deficiency in Stores
Audit Paragraph

2.89. A stock verification carried out on the 5th March, 1968, in

an Ordnance factory disclosed a deficiency of 73 tonnes of brass
rods valued at Rs. 5 lakhs.

2.90. Though the physical balances of all stores held in stock are
to be verified each year, in this case the material had net been
physically verified after April, 1963. A Board of Inquiry held ir
February and March, 1967 found that the materials had been stored
outside the godowns, on the railway platform, and on the roadside,
within the factory premises, and that the stores had been received
and issued without weighment. The Board after checking the
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estimated consumption of the stores with actual drawals during the
years 1960—66 held that the deficiency was due to unauthorised
drawals of stores from stock without proper documentation, to cover
possible excessive rejections in production and/or to cover receipt
and issue of the material without weighment. The Board found
the management at all levels lacking in proper appreciation of the
importance of documentation but did not hold any particular indi-
vidual responsible for the deficiency.

2.91. The loss await regularisation (January, 1968).
[Paragraph No. 20, Audit Report (Defence Services), 1968].

292. The Committee enquired from the representative of the
Ministry, the reasons for not carrying out physical verification of the
stores between April, 1963 and March, 1966. The Secretary, Defence
Production stated that the verification carried out on 11th February,
1963 and 18th April, 1963 was to cover the year 1962-63 and 1963-64;
the subsequent verification carried out on 5th March, 1966 was for
the year 1965-66 and it was then that the discrepancy was discovered.
The verification for 1964-65 only was missed due to oversight. Un-
fortunately, however, a report was sent to the Director General,
Ordnance Factories that the verification had been done. He added:

“I admit the non-verification was incorrect. There should have
been a verification for 1964-65".

2.93. On his attention being drawn to the statement in the Audit
Report that “the materials had been stored outside the godowns, cn
the railway platform and on the roadside, within the factorv pre-
mises” which might have 'ed to pilferage, the Secretary, Defence
Production stated that he would rule out the possib:lity of pilferage
completely because the length of the brass rods was between 6 to 8
feet and their weight was 2 Kg. per foot i.e. each bar weighed bet-
ween 12—16 Kg. It was, therefore, not easy for anyone to pick it
up and take it away. Besides, the security arrangements were very
tight since the factory produced very vital equipment. He added
that it was one of the oldest and most important ordnance factories,
started 167 years back but the accommodation was insufficient. It
was located in the midst of a Bazar area. “It was fully over-loaded
after the Chinese aggression and they were compelled to put all this
material outside because they had no accommodation.” Provision
had since been made to keep all non-ferrous metals under shelter.

2.94. To a question whether there was any probability of the rods
being taken away by collusion with the security staff, he stated:

“If there is a conspiracy, then they can take out the material
right upto the permissible limit of losses allowed. This
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is much less than the permissible limit of loss. There-
fore, the conclusion is there is no conspiracy as such.”

2.95. Explaining the finding of the Board of Inquiry that the defi-
ciency was due to unauthorised drawals of stores from stocks with-
out proper documentation, the Secretary, Defence Production stated:

“According to our understanding, these materials were used

for good purpose. It was used by authorised peop’e but
the documentation was not correctly filled in.”

2.96. The Director General, Ordnance Factories further ctated:

*....sometimes when there is pressure of work or rush of
jobs, the production section in the interest of production,
takes the material—especially when the godown keeper
is not there—for producing the components, but they do
regularise their consumption by giving the demand note.
Each section can take the material only on demand note.
Here, unauthorised means the using section did not take
the material on submission of a demand note....It does
not mean that anybody else has taken it. It has gone into
production. As the Secretary pointed out, it has been
conclusively proved by the Board of Inquiry that there

has been no physical loss of this material except lack of
documentation.”

2.97. Referring to the finding of the Board of Inquiry that "the
management at all levels” was “lacking in proper appreciation of
the importance of documentation” but it did not hold any particular

individual responsible for the deficiency, the Secretarv, Defence
Production stated:

“Apparently, this lack of documentation shows that at that
time the pressure on the factory increased considerably
and it became a part of the svstemm which is wrong.
Therefore, the Board of Inquiry could not have said that
everybody was at fault. Instead of that, they said that
no individual was found guilty.”

298. The Secretary, Defence Production further informed the
Committee that the suggestions for improvement given by the
Board of Inquiry had since been implemented. Some additional ac-
commodation had been provided but the very nature of the perimeter
was such that it could not take any more accommodation under shel-
ter. Therefore, some reorganisation had been undertaken. Some
of the items had been taken away from the factory which was deal-
ing hitherto with a very large number of items. The factory had



56

now been relieved of a lot of congestion and much better accommo-
dation was available.

2.99. Asked whether the loss had since been regularised, the Sec-
retary, Defence Production stated:

“As this is due to negligence it has to be fully investigated be-
fore it can be written off. Some clarifications are being
sought from the factory and it will take a little more time
before the loss is regularised.”

2100. In a note subsequently furnished to the Committec, the
Ministry have stated that a fresh Board of Inquiry had since heen
constituted to investigate into the case with a view to pinpointing
the individual/individuals responsible for the shortage.

2.101. The Committee observe that a deficiency in stores to the
tune of Rs. 5 lakhs came to light in one of the ordnance factories as
a result of stock verification. It is regrettable that physical verifica-
tion of the stock in the factory was not carried out for two conse-
cutive years, i.e., 1964 and 1965 and that a false report was sent to
the Director General, Ordnance Factories that the ver-ification for
the year 1964-65 had been done. The Ccmmittee note that, though
a Court of Enquiry which investigated the case found the defi-
ciencies to be attributable to wrong book-kecping and held no
specific individual to be responsible, a fresh Board of Enguiry has
since been constituted by Government to investigate the ca<e and
pinpoint individual/individuals responsible for the shortage. The
Committee would like to be apprised of their findings.

Purchase of sub-standard timber
Audit Paragraph

2.102. On the basis of an indent received from a Commander
Works Engineer, the Director Genera', Supplies and Disposals, con-
cluded a contract with a firm in July, 1966, for supplv of 9,375 cft.
of timber at Rs. 5.25 per cft. Inspection of the logs was carried out
at the firm’s premises by a Defence Inspector prior to despatch and
691 logs of timber valued at Rs. 0.48 lakhs, exclusive of freight
charges (Rs. 0.18 lakh), were received from the firm at the timber
factory during October, 1966, to December, 1966. On receipt, the
consignee found that the logs were of very poor quality having num-
erous defects, and that the actual yield of sawn sizes obtained on
cutting certain logs was so poor that they could not be used for any
purpose. The Director General, Supplies and Disposals was, there-
fore requested by the consignee in December, 1968, to advise the
contractor to take back the timber already supplied.
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2.103. The contractor and the Defence Inspector, however, refus—
ed to accept that the logs supplied were of poor quality, or defective.

2.104. On the instance of the consignee, a joint inspection of the
timber supplied was carried out in March, 1967, by the inspector and
the consignee when it was found that only 48 logs generally con-
formed to specifications and that the remaining logs had one or more
of the following defects.

Nature of defect Percentage of logs
Objectionable surface cracks .. 80
and splits
Decayed or insect attacked .. 20
Knobbly/spiral grained,
knots and other defects .. 10

2.105. Al' the logs inspected were found to be brashy and not
expected to serve the intended purpose.

2.106. The contractor did not associate himself with the joint in-
spection and has not accepted its findings. The Ministry have stat-
ed in January, 1968, that an inquiry into the matter has been order-
ed.

[Paragraph No. 14, Audit Report (Defence Services), 1968].

2.107. The Committee enquired whether the enquiry ordered by
the Ministry into this case had been completed and if so, what the
findings were and the action taken thereon. The Department of
Defence Production have informed the Committee that the Court of
Inquiry had examined all the available logs (601 Nos.) and they had
come to the following conclusions after going through the evidence:
on record:

(i) 50 logs were as per specified standard.
(if) 228 logs were absolutely sub-standard and rejects.

(iii) 323 logs with shakes and cracks were useable to the extent
of 33-1/3 per cent.

(iv) The loss [(ii) +(iii)] that had accrued to the State was of
the order of Rs. 20,590 exclusive of sales tax, freight hand-
ling and inspection charges etc.

2.108. The Court found that the field inspector did not personally
stamp his acceptance mark on the accepted logs but got them stamp-—
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ed by a “mazdoor”. He was, therefore, held responsiblg for the loss.
Disciplinary action had accordingly been initiated against him.

2.109. The Committee enquired what action had been taken against
‘the contractor and how it was proposed to recover the loss caused
to Government. They were informed that the case had been referred
‘to the Ministry of Law for advice on the following points:

(i) whether the firm could be held responsible for supply of
substandard timber and if so, whether compensation
could be claimed from the firm; and

(ii) whether a notice should be given to the firm for removal
of the rejected stores or if the firm could not be held
legally responsible whether the consignee could utilise the
timber in the best interest of the State.

.A reply from the Department of Supply as to the action to be taken
-:against the contractor is still awaited.

2.110. The Ministry have, however, informed the Committee that
it has since been decided that 323 logs having a vicld of 33-1/3 per
cent will be utilised for a'ternative purposes whiie the remaining
‘228 logs will be disposed of in the best :nterest »f the State.

2.111. The Cormittee were also given to understand that the
Engineer-in-Chief had suggested that contract: for supply of timber
should contain a provision for joint inspection tnyv the inspection
-authorities and the users) to avoid future complications regarding
the quality of stores. The Committee. therefore. enquired whether
the suggestion had been considered in consultation with the Director
‘General. Supplies and Disposals. (A reply from the Department of
‘Supply on this point is also awaited).

2.112. The Committee desire that in the light of the advice given
by the Ministry of Law the Department of Supply should take
measures, without further delay, to recover the loas caused to Gev-
-ernment through the default of the contractor.

2113. The Committee note that action is being taken by Gev-

-ernment against the officer held responsible for not carvying omt
proper inspection before passing the logs.



CHAPTER I
ARMY

Over-provisioning of uniforms for National Cadet Corps
Audit Paragraph

Prior to 1965, requirements of clothing and other items of uniform
for the National Cadet Corps were being worked out by the National
Cadet Corps Directorate with reference to certain scales for the
entire authorised strength of the corps and the approved increase
for the ensuing year, plus a 20 per cent. reserve thereon to cover
wastage. Neither the stocks in hand, nor the actual rate of wastage
of the uniforms issued to the cadets and withdrawn at the end of
th: traiming term weoe being taken inte account. In practice there
had always been a shortfall of about 10 per cent between the anti-
cipated and actual! recruitment, with the resuit that the provision
of a 20 per cent wastage reserve afforded a cushion of 33 per cent
over the actual requirements.

31 In May, 1965, the Ministry of Finance (Defence) suggested
that requirements of clothing and other items of uniform shouid be
assessed with reference to actual with reference to actual stocks
(including quantitics on order) and the rate of consumption’
wastage But even in a subsequent! review undertaken :n March,
1966, the wastage data were nut collected and adopted This re-
view (covering 13 items) did not take into account the correct quan-
tities ordered for supply, but still to materialise, in respect ot 12
items As a result, stores worth about Rs. 11 lakhs which were not
required were purchased This review also disclosed surpluses in
some of the items. but no action was taken to cancel the outstanding
orders. valued at over Rs. 25 lakhs, in respect of these items.

32 On the basis of an assumed wastage data, the requirements
assessed in March, 1967, disclosed surpluses in 21 items mostly
clothing, valued at Rs. 1.23 crores.

33. The Ministry have stated (January, 1963) that out of the
surplus stock valued st Rs. 1.23 crores. items costing Rs. 11.40 lakhs
have since becn transferred W other departments.

[Peragraph No. 8, Audit Report (Defence Services), 1968).

9
4] LR ~8
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maintained as a reserve of 20 per cent was already sanctioned.."
Requirements were calculated as the difference between the authprl-
sation worked out with reference to the projected strength of Nau(.m-
al Cadet Corps plus reserve and the available stocks plus “dqes in”
indent for 1966-67 which had already been placed on the Director
General Ordnance Factories.

3.9. On the Committee pointing out that if the suggestions given
by the Finance Ministry in May, 1965 had been followed, the situa-
tion now obtaining might have been avoided, the Defence Secretary
state : —-

“Actually, the past experience would have landed us in very
great difficulties because on the basis of the average of
the past, we would have found deficiency to the extent
of a few lakhs every year.”

“....1 would say, the Ministry of Finance has also become
wiser with experience and has approved a different for-
mula now. As I pointed out, in the earlier years, due to
changing numbers. the evolution of any particular formula
would have been fraught with some nisk 1 ¢ not think
we could have done anything better than th- annual
system that we have followed. Ulumately, the tes! 5
whether there has been any wastage As far as [ could
see, there has been none and there would be none consi-
dering that we have the stock for provisioning and we
will be utilising the uniforms. Now that we have come
to a stable figure, we have systematised the procedure cf
provisioning. I, personally, think that the purpose of the
Audit has been eminently served in driving us to this sys-
tematisation of procedure.”

3.10. The Committee enquired whether any assessment had been
made of the period over which the uniforms were expected to be
utilised and whether the possibility of their being utilised by the
Border Security Force. the Home Guards, the Central Revenue
Police etc. had been explored. A statement furnished by the Minis
try is at Appendix III. The Ministry have stated that “the surpluses,
are more or less expected to be wiped out by 1920 provided the tots!
strength of the National Cadet Corps does not fall substantially.”

~ 3.11. The Committee observe from the statement given in Appen-
dix III that large quantities of the following items were held »
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stock on 30th September, 1968 as against authorisation : —

(In lakhs)

Items Authorisa- Held Surplus

ton

1 Shirts Mazri grey

. . . 13-78 23°57 9°79
2. Trousers drill khaki 13-89 23-67 9-78
3. Slacks drill Khaki 2:74 457 1-53
4 Salwar white 2-33 3-87 1-54
s. Kamiz white 2-33 4 193
&. Bush snurt Cell Khaki . 2°74 3-89 1°15
7. Shoes canvas Biown

. 7-26 8-46 1+22

3.12. The Committee were informed that efforts were being made
to scll the surplus stock to other organisations. 33, 952 pairs of
Trousers Drill Khaki, valued at Rs. 3,63,508. and 2,10.422 pairs of
Shoes Canvas valued at Rs. 7.60.37]1 had already been transferred to
other departments. The Nationa] Cadet Corps D:rectorates in the
States were asked o ascertain {rom the State Governments, other
orgarusations (Civil Defence, Home Guards, Central Reserve Police
and Border Roads Organisation) whether the surplus stocks could be
uttiised by them. Their replies were awaited. The Central Re-
served Police authorities had also collected samples of the surplus
items for venfying their suitability for their forces.

313 To a question, what the value of the surplus garments as on
30th September, 1968 was, it has been stated that “the stocks with
the National Cadet Corps are partly new and partly used.. an
accurate break-down of the totality of the garments held in stocks
into new and part worn cannot be given. Adopting the Priced
Vocabulary rate for new individusl garment. the ceiling book value
of the surplus garments works out to be Rs 2,1785.688. The actual
value of the surplus garments would be substantially less, for the
reasons mentioned above, possibly about 68 per cent of this figure.”

3.14. In reply to & question whether the over-provisiening in this
<ase could be attributed to the fault of sny individual or whether
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it was due to some long standing defect in the procedure itself, the

Defence Secretary stated:

“] would say that this is, more or less. incvitability of circum-
stances. Nobody could fix the strength. You could not
determine the actual need from year to yesr, you had to
do it on an ad hoc yearly basis. I do not think any syste.
matic policy could have been followed which would have
avoided going wrong because, if you have to expand from
24 lakhs to 63 lakhs and then to 10 lakhs and further to 12
lakhs and 16 lakhs, vou will not know the need and it would
depend on the enrolments from year to year. So, it would
not have been possible to fix any definite norms for pro-
visioning in such fluctuating conditions. I think, you have
to assess by this as to whether in actual fact any wastage
has occurred or will occur. The estimate is that no
wastage will occur.”

3.15. Asked whether the new provisioning policy now laid down,
could not have been thought of earlier. he stated that “because of
the changing numbers. from vear to vear, it was not quite possible.

3.16. Further asked whether under the new arrangement provi.
sioning of National Cadet Corps Uniforms would be mare realistic,
the Defence Secretary replied: —

“Particularlv now that the strength of the corps would become
more or less stabilised. you do not expect much variar-

tions from vear to vear.. = .. We are no! plscing any
orders until we have reduced substantially the exizting
stocks.”

3.17. The Committee are surprised that provisioning of uniforms
for the National Cadet Corps took place without regard to the fact
that there was a consistent shortfall in recruitment every voor in
relation to the authorised strength. It iy also regrottable that, frr
the course of provisioning, an arbitrsry reserve of 20 per comt for
“wastage” was provided for without any effort at asrertaining what
the actual “wastage data” was. In the result, there has been an sc-
cumulation of surplus garments, the value of which amounted to
Rs. 1.23 crores allowing for the fact that part of the stock might net
bc: altogether new. The Secretary, Ministry of Defence, himself od-
mitted during evidence that “there had not been s systematic op-
pfmh to the question of provisioning” in the National Cadet Corps

3.18. The Committee note that the Ministry of Defonce have since
overhauled the system of provisloning to I:kyc aotey of -M.mé
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ments in the National Cadet Corps as also the actual wastage data
in respect of uniforms, based on information sbout their condemna-
tion. The Committee trust that this would help in avoiding the aec-
cunrulation of surpluses and that the provisioning procedures will be
kept under constant review in the interest of econmomic invenmtory
management. .The Committee hope that the Ministry would alse
pursue vigorously the question of dispesal of the surplus stocks which
are not likely to be used by the National Cadet Corps in the near
future and arrange to have them transferred to other organisations
eg. the Civil Defence Organisation, the Home Guards, the Central
Reserve Police and the Border Roads Organisation.

Excessive procurement of an item of ‘smow clothing’

3.19. In November, 1962, an order for the manufacture of 2.51 lakh
pairs (estimated cost Rs. 1.84 crores) of parka trousers—an item of
extreme winter clothing—was placed on the Director General, Ord-
nance Factories, for issue to troops on operational duties at high altitu-
des. In December, 1964, after the requirements were reviewed, addi-
tiona!l orders for manufacture of further 140 lakh pairs of trousers
{estimated cost Rs. 1 0] crores) were also placed.

320 When the trousers were issued on a large scale to troops at
high alttudes in the winter of 1964-65, they were not found to be
popular with the troops who preferred serge trousers to the bulky
parka trousers. [t was also found that serge trousers were as good
as parka trousers for use at high altitudes A suggestion in June,
1965, by 8 Command Head-quarters to restrict the 1ssues of such trou-
sers only 1o troopa on guard, sentry and other static duties at high
altitudes was accepted by Army Headquarters in February, 1966, and
outstanding orders for the manufaciure of the item were cancelled.

321 Consequent on the decision to reduce the issue of the trou-
sers, 310 lakh pairs, valued at Re 177 crores, have become surplus.
Raw material costing Rs. 9 lakhs, which has no foreseeable use, is also
lving in stock

322 The Ministry have stated that instructions have been issued
by Army Headquarters in November, 1967, for the maximum use of
the avatlable stock of parks trousers, if necessary by issue of the item
tis lieu of serge trousers.

[Paragraph No. 7. Audit Report (Defence Service), 1963.)
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3.23. The Committee desired to know the basis on which the re-
quirements of ‘Parka’ trousers were originally assessed at 2.51 lakh
pairs. They were informed that till 1961, Trousers Park? were being
used only by troops employed on Guard/sentry duties in e?ttremely
cold regions. In October, 1962 on account of changed conditions on
the barders, the number of troops at higher altitudes on the Northern
borders increased. The requirement of 2.51 lakh pairs was assessed
at the rate of one pair of trousers Parka per man as it was considered
that the provisioning at a scale less than one per man would be tant-
amount to making the remaining Force unprepared for deployment
in colder regions Yearly wastage at 25 per cent for 1963-64 was also
provided for.

3.24. Asked to explain the basis for placing an additional demand
of 1.40 lakh pairs of Parka Trousers oa the Director General, Ordn-
ance Factories in December, 1964, the Ministry stated that in 1963-64
the position was reviewed and taking into account the number of
troops likely to be deployed in colder regions, additional 1.40 lakh
pairs of Parka trousers were demanded to meet the requirements for
the years 1964-65, 1965-66 and 1966-67. The basis of provisioning was
not changed.

3.25. The Committee asked about the actual number of Parka
trousers issued upto December, 1964, when the additional demand was
placed on the Director General, Ordnance Factories. They were in-
formed that the Central Ordnance Depot. Kanpur started receiving
supplies of trousers Parka from the Director General, Ordnance Fac-
tories in January, 1963 against the order placed in November, 1962
by Army Headquarters. The supplies to Central Ordnance Depot,
Kanpur against the entire order of 2.51 lakh pairs of trousers Parka
were completed by November, 1964. The Central Ordnance Depot,
Kanpur, in turn, issued the available supplies to the Forward Ord-
nance Depots on the instructions of Army Headquarters. Information
was not readily available to indicate the actual number of trousers
Parka which were issued to various Units deployed at high altitudes,
to meet the requirements during the winter of 1963-64 and 1964-85.
However, a sufficient number of trousers Parka had been issued to
enable the troops to acquire a large scale experience of the use nf tro-
users Parka by the end of the winter season of 1984-65.

3.26. To a question whether before takin

. - B a decision to provision
this item, any technical trials were carried out to verify the n‘::;blmy
of these trousers for use by troops on mobile operational duties, it was
stated that “technical trisls were carried out in January-February,
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1963 and it was found that the trousers Parka were warm and comfor-
table; these provide adequate protection against cold during seniry
duty at night; but were considered too heavy and cumbersome for all
active duties. Certain modifications in the design were suggested

and carried out before the latest version called ‘Trousers Parka 1963
pattern’ was cleared for production.”

3.27. The Committee pointed out that technical trials were carried
out in January-February, 1963 and enquired why these trials were not
carried cut at the time of placing the order in November, 1962. The
Defence Secretary stated: “The indent of November, 1962 was not
based on any trials of the article. It was based on the assessment of
requirements on the basis of one per man and in all the regions which
were likely to be operationally affected in certain contingencies ....

I need 70t recall the events of 1962. “There was hardly any time for
trials.”

3.28. The Committee desired to know when Government first
undertook a study of the kind of uniforms worn by troops in other
countries for operations in extremely cold regions. It was stated in
reply that a study of extreme winter clothing used by troops in fore-
ign countries was first undertaken in April, 1850. The special featu-
res observed in the {oreign patterns were %taken into consideration
while des.2ning the Indian patterns of coats Parka and trousers Parka
and the latter were subjected to trials by Army authorities in 1950.

3.29. Asked whether the problem was specially referred to the De-
fence Research Organisation, the Ministry have stated that the 1963
pattern of trousers parka was adopted on .he recommendations of a
Rescarch and Development Team after trials by them in Ladakh.

3.30 On his attention being drawn to the statement in the Audit
para that “when the trousers were issued on a large scale to troops
at high altitudes in the winter of 1964-65. they were not found to be
popular with the troops who preferred serge trousers to the bulky
Parka trousers”, the Defence Secretary stated:

"

. 1 have not been able to find any authority for it Actu-
ally, the whole thing was revised on the basis of a letter
trom the Eastern Command and nowhere does the Eastern
Command or the other Commands which were consulted,
say that this was unpopular with the troops. 1 have tried
to find out from the Army Headquarters how this ‘unpopu-
lar* crept in and I have not been able to find a satisfactory
answer. The fact of the matter was that this clothing bas
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been ordered for annual requirements and for reserves
Now the reserves were for an cperational eventuality
which I would not discuss here. The fact is that a certain
number of troops were involved in the operational even-
tuality and secondly, the need of these trousers and coats
was assessed on that basis. It is frue that the coats were
very popular but the only thing 'vrong with the trousers
was that they are a bit cumbersome and bulky. This was
the assessment made in 1963 and n 1963 certain modifica-
tions were made to make it less bulky and less cumber-
some. But I do not think, as they are, you can do away
with their cumbersomeness and bulkiness altogether.”

3.31. The Committee note that the Arm: Headquarters had in a
communication dated 29th November, 1967 to the Eastern Command
referred to the fact that these trousers were not very popular with
the troops and that therefore their provisioiing had been restricted.
The following extracts from the communicition are reproduced be-

low:

“As you are aware, the scale of trousers Parka, for provisioning
purposes, which was one per man upto 4th March, 1966,
was reduced to 5 per cent of the {“rce, as this item was not
found to be very popular with troops. However, huge
stocks of trousers Parka. as a re:sul! ¢f provisioning of the
earlier scale, still exist and have to be fully utilised in the
normal! manner, to obviate the jassibility of detersoration
in storage. It should. thercfore. be ensured that trousers
Parka continue to be used in cclder regions as much as
possible. not in any case. less thaa the time when the scale
was 100 per cent, so that the hug: stocks are utilised This
could continue till the existing holdings deplete down to
conform to the revised authorisiition ™

3.32. On its being pointed out that the reaction of the troops, as
made known after extensive use of trouscrs Parka in the winter of
1964-65, was adverse in regard to the improved 1963-pattern alsn, the
Defence Secretary stated that the serge trouscrs might have been
more popular “because of the freedom of movemen! that it ensures
and the lightness of the weight. I would certainly say that it is not
the same as Parka trousers” In a note on this point, the Ministry
have stated that “trousers serge can meet the requirements until con-
ditions of extreme cold and/or snow prevail: trousers Parks on the
other hand, are expected to provide adequate protection even under
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most severe conditions of cold and/or snow. Trousers Parka are more
wind-proof and water repellant than trousers serge and meet the re-
quirement of camouflage against snow.”

3.33. Asked about the number of Parka trousers, which had been
supplied by the Director Genersl. Ordnance Factories by the time the
reaction of the troops became known, the Ministry have stated in a
written reply that till August, 1965, 3,05,952 pairs of trousers Parka
had been manufactured by the Director General, Ordance Factories.

334. To a further question a; to the level at which decision was
taken to place the second order for manufacture of additional 1.40
lakh pairs of trousers in December, 1964, the Ministry have stated
that 1n May, 1964 the Finance Ministry queried the necessity for the
continued provisioning of trousers Parka at the 100 per cent scale
carlier accepted 1n 1962, This was examined and the need for continu-
ance of the existing scale for 2 to 3 years was accepted by the Minis-
tries of Defence and Finance.

335. Based on the above scaie, the requirement for the vears 1964-
65 v 1966-67 was worked out and it was fuund that a demand for 1.40
lakh pairs of trousers Parka had to be placed on the Director General,
Ordnance Factories. In accordance with the prescribed procedure,
the approval of the Finance Mimistry was cbtained to the placing of
the order, as the cost involved exceeded Rs. 1 crore.

3138 The Committee desired to know the reasons for the decision
«{ the Army Headquarters taken in February, 1966, to reduce the
scale of provisiomng  The Defence Secretary stated that this was
dune un the baus of a letter dated 29th June, 1965, {rom the Eastern
Command Headquartiers, wherein it was inter-alie stated that -

"From the past experience it has been found that certain items
of Extreme Cold Clothing and Equipment though authori-
sed in sccordance with the scales laid down in your letter
under reference, are not essential because of their Limited
use Comidering the quantum of snow(all and the climatic
conditions prevalent in . .area, it is {elt that some of
these items can be deleted from the schedule of Extreme
Cold Clothing and Equipment while scales reduced in res-
pect of others without jeopardising the operational efficien-
cy ol troops deployed in the mountains area 1t is also
pointed out that most of these items ate rather bulky and
use up the limited storage accommodation svailable in the
depot and In forward aress.” On a total assessment, they.
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therefore, thought that the scale could be reduced from
100 per cent to 5 per cent. The above letter was referred
by the Army Headquarters to Western, Central Commands

who agreed with the suggestion.

337 Asked whether the revision of requirements had nothing tu
do with the view that Serge trousers couid do equally well,_ the De-
fence Secretary replied in the negative. To a further question whe-
ther the Armyv Headquarters conveyed to the Ministry their assese.
ment of the reaction of the troops. he replied: “Actually they du
assess the reactions of troops to a number of things and tell us. But,
when a certain thing is prescribed as a result of scientific assessment,
I would say that the reactions of the troops would not be such a mate-
rial factor in regard to necessity of such an article. But they might
be relevant for making modifications. That was exactly whal was

done here.”

3.38. The Committee desired to know what the outstanding orders
were in January, 1966 and the reasons why :t took more than 8 months
for the Army Headquarters to come tu a decision to cancel the ~tt.
standing orders. The Defence Secretary stated that as on Ist January,
1966, “37.000 have been stated as dues leaving out 31,000 for which
orders had been cancelled” The delay in cancelling the orders was
due 1o the time taken in consulting the Western and Central! Com-
mands who, in turn. had to refer the matter to their different units
It was in January, 1966, that the Army Headquarters accepted the sug-
gestion and recommended the reduction of scale to the Government
in February. To a question whether the whole process did not take
a lot of time, the Defence Secretary replied "1 would sav it could
certainly be cut down.”

3.39. Asked whether any inter:m steps were laken o slow down
or to curtain the production on receipt of the suggestion, keeping in
view the possibility of its being eventually accepied the Defence
Secretary replied: *“I think unt!l Government accepted the decision
to reduce the scale it would not have been posible to take an interim
step and even if such s suggestion had been made, | doudt, whether

it would have been accepted in view of the hosUlitses in August. Sep-
tember.”

340. The Committee desired to know the latest position of hold-
ings of Parka trousers and their value. They were iaformed that
the all India stock of trousers Parka as on 1st July, 1967 was estl-
mated to be 3.72,772. This included the numbers held in the Central
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also those held by the Units themselves for the use of the soldiers.
The value of these trousers was, however, stated to be not known

as detailed figures regarding serviceable and part-worn serviceable
trousers are not available.

3.41. Asked about the number of trousers issued since 1967, when
instructions were given by the Army Headquarters for the maximum
use of the available stock of Parka trousers, if necessary, by issue
of the item in lieu of serge trousers, the Ministry have stated that
from November, 1967 to the 18th September, 1968, 38,143 Parka
trousers were issued from the Central Ordnance Depot, Kanpur
mainly to the Forward Ordnance Depots. The number of trousers
released to Commands for utilisation by troops in response to ins-
tructions issued in November. 1967 was 79,657 (upto October. 1968).
These trousers were expected to be used during the winter 1968/69.

342 In reply to a question whether any alternative uses {nr the
unutilised stock of Parka trousers had been considered. it was stated
that the question of alternative uses of the unutilised stock of Parka
trousers had not been finally decided.

343 The Committee then desired to know what th percentage
<{ surplus stock was o the total quantity crdered. The Defence
Secretary stated that he would furnish figures of consumption from
1962-63 onwards In a note suhsequently furnished tc the Com-
m:ttee, the following information has been furnished:

(1) lssues from COD, Kanpur were made not only to {orward
depots but tn several cases. these were made dorect to

the units sume of which have since been reorgan:sed.
The 1ssues were as {ollows

Forward Ordnance D pots . 315,087
Units : , 91,099

(1) Forward Otdoance Depots generally issued the sivres to
Ordnance Mainicnance Coys whe  eventually  tssue
stores (o the actual user troops. A number ¢f Ordnance
Maintenance Coyvs have been reorganised after 1962

14 To a question haw long it would take to utihise the surplus
stack, the Defonce Secretary replied “The fact is that even zfter-
wards when they found that these supplies were accumulating at a
pace at which they should not have they issued orders, directing
the use of increased numbers. | find mysel! that the consumption
in ane year has bewn (airly sstisfactory. The total issues mn 196387
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were 1,05,087...... On the basis of the consumption in 1965-66 it
would not take more than 2-3 years. But it is not a question of ex-
hausting the entire stock. You have to keep some reserves also for
certain contingencies and I think the reserves taking into account
the annual needs it is most unlikely that they would last say, beyond

i

1% years.”

3.45. The Committee cnquired about the stock position cf serge
trousers and whether in view of the instructions issued in Novem-
ber. 1967 for issue of Parka trousers in lieu of serge trousers, it would
be possible to utilise serge trousers within their normal shelf-life.
It was stated that as on 18th September. 1968 the Central Ordnance
Depot. Kanpur had 3,50.212 numbers of serge trousers in stock.
Stocks were also held by Command Ordnance Depets and Forward
Ordnance Depots. Having regard to the substantial shelf-life of
trousers serge (10 vears in both cases). their utiisatirn would not
be affected to any appreciable extent.

3.46. In reply to a question about the comparative crst of serge
and Parka trousers. the Ministry have stated tha® the production
cost of one pair of trousers Parka was Rs. 5365 :n November, 1967
and that of one pair of serge trouscr- Rs 4991 in August, 1968

3.47. The Committee desired to know h:ow much expenditure had
been incurred on the purchase of raw materials for the manufacture
of ‘Parka’ trousers since 1962-63 (vear-wise) the value of materials
utilised during this period and the present position regarding dispo-
sal of the surplus material. The Ministry have acrord:ngly furnish.
ed the following information: ’

Fapendutuse Value of

Year maurred mastenal
"figures 1 lakhs of
ruper
1962-6 . ;
962-63 . . . . ) . 4 42 Nil
1963-6 .
963-64 . . . . . . 11y ~= 073
1964-6¢ . . .
$ . . . . 6 of $0-32
1965-66 . .
N . . . . ‘_ﬁ wgg “ .’,
1966-6+
240 V49
T(!ul‘ R , . u.v“ ‘!S. 10

~ vNatr
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3.48. As for the disposal of the surplus raw materials, the Com-
mittee were informed that the Director General, Ordnance Factories
intimated in May, 1968 that materials worth Rs. 9.48 lakhs were
lying surplus and the possibility of using " Pile Fabric costing
Rs. 9.29 lakhs, for the manufacture of overalls for supply dropping
personnel and three compartment gloves was being explored.

3.49. Asked to state the value of machines which had become
surplus on the cessation of manufacture of Parka trousers and how
these were proposed to be utilised. The Ministry have stated in
a note that no machine was specifically procured for manufacture
of Parka trousers. The machines previously engaged on the manu-
facture of Parka trousers were being utilised for the manufacture
of other stores

3.50. To a further question if any of the labour force had become
surplus, the Ministry have stated that 1dle time wages had not been
paid to workers as a result of suspension nf manufacture of trousers
Parka, their services being utilised for manufacture of rther stores.

331 Asked whether the Minmistry had taken note of the salient
pints in regard to proper provisioning brought to light by this case
and whether any corrective action had been taken tc avmd recur-
rence of this type of overprovisioning. the Defence Secretarv stated:
~Actually Sir, 1 do not think there has been any over-provisioning

! would ke to emphasise with all the earnesin-oss at my com-
mand that when You give the Service Chiefs certain tasks to be done
«ni when they assess certain thingy that are requited for those
tasks e be done in certiin < ontingencies, T think, we must be pre-
pared to face certain losses il those contingencies Wo not arise ”

152 The Committes note that till 1981 Parks trouscrs were being
isued on 8 very restricted scale, ie. 1o troops on static duties in
exiremely cold regions. The decinien takenm im November, 1962 to
isue them on 8 large scale to troops on operational duties at high
altitudes, therelare, invelved » major change in the policy of provi-
svioning warm clething. While the Committee are prepared to com-
tede that in the situstion them oMaining there was not much time
for trials, they are met able to appreciate why sdequate follew wp
Action was met taken to curtail the manufacturing pregramme when
the fold trials carvied out as early as January-Fobruary, 1963, re-
vealed that the trewmers we v “tes heary and cumbersome for all
sctive dution™

152 The Committee further ohiarve that soun after the -—-- =<
Aguinst the first erder were completed (November, 1961), anether
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order for supply of 1.40 lakh pairs of Parka trousers, 1963 patterm,
was placed on the Director-General, Ordnance Factories in Deceny
ber, 1964. The Ministry have not been able to furnish to the Com-
mittee information regarding the number of trousers actually issued
to troops till December, 1964. It is, therefore, evidence that this
order was placed withou! taking into account the actual number of

trousers issued to troops till then and without ascertaining the posi-
tion about their actual utilisation,

3.54. The Committee further note that when these trousers were
issued to troops on a large scale in the winter of 1964-65, it was found
that they were “not very popular with troops.” A decision was,
therefore, taken in February, 1966, to reduce the scale of provision-
ing from 100 per cent to 5 per cent in pursuance of a suggestion re-
ceived from the Eastern Command in June, 1965. It is a matter
for regret that it took eight months for Army Headquarters to come
to a decision after the matter was referred to them by Eastern Com-
mand and that in the meanwhile no effort was made to curtail the
manufacturing programme for these trousers.

3.55. The Committee hope that the Ministry of Defence will make
all possible efforts to put the surplus stock of Parka trousers to the
best possible use and to dispose of raw materials which are no longer
required. They hope that this case will serve as an eye opener and
the Ministry will ensure that in future such instances of gross over-
provisioning do not recur.

Excessive provisioning of parachutes

Audit Paragraph

3.56. During the period June, 1962, to July, 1963, the Master
General of Ordnance placed orders on the Director General, Ord-
nance Factories, for the manufacture of a certain number of para-
chutes to be supplied between March, 1963, and October, 1964. These
orders were based on the anticipated requirement of the item and
reserve stocks to be maintained. In July, 1964; when the require-
ment for 1964-65 and reserve stocks were reviewed, it was found
that a larger number then anticipated of these parachutes used for
dropping supplies could be retrieved, and it was decided that the
Director General, Ordnance Factories, should slow down the month-
ly rate of production of parachutes to 60 per cent of the existing
capacity. In June, 1965, as sufficient reserve stocks had been built
up, the rate of production was further reduced to 30 per cent of the-
original capacity to keep the factories busy till March, 1967.
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3.57. In February, 1966, by which time a large stock of parachutes
had been built up, it was proposed to cancel the outstanding orders
on the Director General, Ordnance Factories, for these parachutes.
However, as such a cancellation would have led to accumulation of
large stocks of unfinished components and raw materials besides
rendering a large number of workmen surplus, it was decided in May,
1966, to retain the orders for 50 per cent of parachutcs outstanding
on 1st April, 1966, and to cancel ihe rest. In February, 1967, it was
finally decided that only those parachutes actually under production
would be completed and the manufacture of 9 per cent of the
quantity initially ordered, but outstanding would not be taken up.
Consequent on this decision, raw materials on hand valued at
Rs. 1.09 crores have become surplus.

3.58. A large number of parachutes, valued at about Rs. T crores,
are also held in stock. The Ministry have stated (January, 1968)
that it should be possible to utilise them within a period of 5 to 8
years.

[Paragraph No. 9, Audit Report (Defence Services), 1963.}

3.59. The Committee desired to know the basis on which the
requirements of 28’ parachutes referred to in the paragraph were
initially assessed, the percentage of parachutes which were expect-
ed to be retrieved at the time of such assessment and how it com-
pared with the actual retrievals during the preceding three years.
The Committee were informed that before placing the orders during
June, 1962-July, 1963, the available data with regard to the tonnage
of stores to be paradropped, likely retrieval of parachutes, the use
of other sizes of parachutes and the load carrying capacity of the
parachutes were taken into account. When the indents for parachutes
were placed in June and September, 1962, a 25 per cent retrieval was
provided for. While placing the demands in November, 1962, the re-
trieval factor was not considered *as retrievals were not supposed to
be possible in the area of operation then contemplated.” However, in
July, 1963, this retrieval factor was again introduced in the interest of
avoiding overprovision. In this review the liabilitics were calculated
on the basis of 1.25 drops per parachute for meeting estimated main-
tenance requirements for 1963-64. Against these and the reserve re-
quirements, a further demand was placed on the Director General,
Ordnance Factories, after taking into account the supphes due from -
him against previous orders.

3.60. The Committee enquired from the representative of the .
Ministry whether the expectation of 25 per cent retrievals was
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based on any analysis of past figures or whether it was just an
assumption. The Defence Secretary stateg that it was only an
assumption and in actual practice the retrievals were found to be
more than 25 per cent. He added: “Actually, this can be gained
only from experience and it is only a long period of experience that
can give you any accurate figures. It depends on the skill of pilots
who drop, the terrain on which it is dropped and so many similar
factors. Then, what may be true of one region may not be true of
another region. So, ultimately, you can go only by the law of aver-
ages over a sufficiently long period of time.” To a question if they
had not gained any experience before 1962, he replied: “Not on the
scale on which we had it afterwards; nor also in all the terrains.”

3.61. The Committee enquired about the actual percentage of
retrievals at the time of placing orders between June, 1962 and
July, 1963 and subsequent reviews. They asked when exactly it
came first to the notice of the Defence authorities that the retrievals
were actually more than 25 per cent. It was stated that the num-
ber of parachutes retrieved could not be correlated to the number
of parachutes dropped during a period as it was not possible to
identify the parachutes lying at dropping zones by the vear of drop-
ping. However, the fact of large scale successful retrievals came
to light in 1964 and this was one of the factors which led to the
Government decision in July, 1964 to slow down the production of
the parachutes by Director General, Ordnance Factories.

3.62. Asked if the orders to slow down production took fully
into account the surplus that had arisen in Defence stocks or
whether only a partial reduction was ordered to keep the factories
busy, the Defence Secretary stated: “Actually the action taken trom
time to time as a result of reviews did include also the effect on
the factories’ production and at times orders were cancelled and at
times production was staggered.”

3.63. To a further question whether at the time of taking decision
to slow down the rate of production, the Ministry took into consi-
deration the question of diverting the capacity created in the ordn-
ance factories for manufacturing parachutes to other items or of
reverting to production of such sizes of parachutes as were likely to
be in demand in NEFA etc. so that the men and materials could be
fully utilised and at the same time unnecessary accumulation of
stocks avoided, the Defence Secretary stated that in July, 1964, it
was decided to stagger production for a longer period with a view
to keeping the factories in production. Again in June, 1985, it was
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decided to slow down the production further to keep the factories busy,
Account was also taken of the additional work-load that was devolv-
ing on the ordnance factories for providing parachutes to civil users.

364. In a note, the Ministry have stated that the question of
diversion of the production capacity of Ordnance Factories to other
fteme was considered. Briefly the decisions were as follows:

(i) To send some repairable parachutes to Director General,
Ordnance Factories for repairs.

(i) Any quantity of parachutes for repair available in for-
ward Ordnance Repairs Establishments should be off-
loaded for repairs normally to the Director General,
Ordnance Factories;

(iii) Director, Ordnance Services, was asked to expedite place-
ment of demands for clothing items required upto 1970-
71 on Director General, Ordnance Factories and to exa-
mine the question of increasing the demand for shorts
drill, caps water proof, overall combinations and mos-
quito nets; and

(iv) NEFA Administration were requested to place demands
on Director General, Ordnance Factories for parachutes for
air dropping of supplies.

3.65. The Committee enquired whether the Director General,
Ordnance Factories on his part, slowed down the procurement of
raw materials taking into account the trend of reductions ordered
by the ordnance authorities. The representative of the Ministry
replied that in March, 1966, when the Director of Ordnance Services
asked for suspension and cancellation of the pending orders, action
was taken immediately to cancel all tenders and supply orders.
Orders for material were reduced effectively on receipt of suspension
orders. Materials were received after March, 1966, from trade firms
with whom orders had been placed earlier.

3868. The Committee were informed in reply to a question that
the assets of parachutes were reviewed at least once in a year at
the time of annual Air Maintenance Conference.
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3.76. The Committee observe with concern that a large number
of parachutes valued at about Rs. 7 crores were held in stock in
January, 1968. Even after providing for reserves and requirements
during the next 2-3 years, it is obvious that there is ample stock
of parachutes which is surplus to requircments.

3.77. In the Committee's opinion, this situation was caused by the
unscientific provisioning policy that was followed. While assessing
the requirements in 1962 and 1963, retrievals were taken as 25 per
cent of parachutes dropped without testing the accuracy of this as-
sumption with reference to empirical data about retrievals. Even
after it became clear in 1964 that retrievals were on a larger
scale than assumed, steps to curtail production in the ordnanco
factories were taken only half-heartedly in stages between
July, 1964 and February, 1967. The over-riding consideration ap-
parently was to keep the ordnance factories busy, but this was hard-
ly the best way of doing it. The consequences of the policy followed
would be evident from the fact that, apart from surplus parachutes
that have accumulated, the ordnance factories had acquired stocks
of materials worth Rs. 72.12 lakhs for the production of these para-
chutes which were rendered surplus to their requirements in May,
1968. Of these, stocks valued at Rs. 28.63 lakhs only have been
“earmarked for utilisation or are likely to be utilised.” Part of this
material (the value of which is yet to be intimated to the Commit-
tee)was imported. Apart from the money expended on these stores.
the money expended on the staff employed on the production of
these parachutes has also largely turned out to be avoidable.

3.78. The Committee would like the Ministry of Defence to assess
realistically the number of parachutes rendered surplus and to take
expeditious steps for their disposal to civil users before the shelf-
life of these parachutes expires. Raw materials which have turned
out to be surplus to requirements should also be speedily disposed
of. Government should also take the lesson from this case of the
need to put provisioning procedures on a scientific basis to aveld
costly and wasteful accumulation of stocks.

3.79. The Committee have earlier in this Report recommended o
high-level review of provisioning procedures for the Services so
that the system could be effectively streamlined. The Commiitee
:ivould like Government to take an early action on this recommenda-

on.
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Procurement of defective spare parts

Audit Paragraph

3.80. To meet the requirements of the Army, the India Supply
Mission, Washington, concluded a contract with a foreign firm in
April, 1963, for supply of 500 Clutch Sleeves for Tanks at a cost
of Rs. 29,983. The contract did not provide for inspection of the
stores before despatch. On receipt of a part of the supplies in the
depot in December, 1963, it was found that the item did rot con-
form to the specification required by the Army authorities, in
that

(i) there was excessive clearance between the Clutch and
the Sleeve; and

(1) the hardness of the material was less than half of that
specified.

3.81. The defects were pointed out immediately to the Supply
Mission but the suppliers did not agree to replace the item on the
ground that the parts supplied agreed with the specifications of the
manufacturers. In October, 1964. the India Supplvy Mission was
further informed that the Technical Development Establishment
had rejected the supplies as unsuitable.

3.82. In the meantime another indent for procurement of 600
more Clutch Sleeves wa: received by the India Sunnm!vy Mission
On 5th Februarv. 1964, the India Supply Mission requested the
Army Headquarters to examine the desirability of suzpending pur-
chazes of these 600 C'itch Sleeves from the <2me suvplier. While
this matter was under consideration, a  further  indent for 2015
numbers of the same spare part was blaced bv the Army Head-
quarters on the Director General, Supplies and Disposals, on 29th
February, 1964. without specificallv mentioning whether the same
quality of spares was acceptable or nnt. This indent was cross-
mandated to the Supply Mission, Washington, who in July, 1964,
concluded another contract for the supplv of the item at a cost of
Rs. 74,756 with the same firm, whose offer was the lower of the
two received. The supplies received under this contract in the
depot in May. 1965, also had the same defects.

383 The Ministry have stated (Januarv, 1968) that these items
are no longer required in view of the change in policy and reduced
requirements and that the Supply Mission had been requested in



May, 1967, to persuade the firm to take back the stores aud refund
their value.

[Paragraph No. 13. Audit Report (Defence Services), 1968.]

3.84 The Committee enquired about the circumstances in which
a second contract for supply of 2015 numbers of cliich sleeves was
placed overlooking the performance of the firm against the first
contract. The Committee were informed that, according to the
India Supply Mission, the indent for the stores raised by the
Defence authorities contained “no indication that the stores suppli-
ed by the (firm) ... against the first contract would not be accep-
table.” In fact, apart from this urgent indent, another ordinary
indent for 600 numbers of clutch sleeves, duly cross-mandated by
Director General, Supplies and Disposals, had been received in the
Mission in the meanwhile. On receipt of that indent, the Mission
wrote to the Master General of Ordnance on 5th Februsry, 1904,
stating that as there was a discrepancy in supplies made against
a previous indent, “it would not be advisable to place an order
against this (ordinary) indent.”” No reply was received to this
reference. The discrepancy against the first contract was also not
established. Since the indent had been classified as urgent, the
India Supply Mission decided to place the contract.

3.85. The Ministry of Defence informed the Committee that on
receipt of the reference dated 5th February. 1964, from the India
‘Supply Mission for suspending purchase action against the ordinary
indent for 600 clutch sleeves, the Army Headquarters informed
the India Supply Mission, Washington on 31st March, 1965, that the
matter was under examination of the Technical authorities and a
further communication would be forwarded to them. On 24th
June, 1964, the India Supply Mission, Washington were informed
that the matter was still under consideration in consultation with
the technical authorities and a further communication would be
forwarded. On 3ist October, 1964, the India Supply Mission,
Washington were informed by Army Headquarters that the stores
supplied by the firm against the contract dated 18th April, 1963,
were not acceptable and the firm might be asked to replace them.
When the indent for 2015 Nos. was placed on India Supply Mission,

Washington no indication was given by the indentor as regards the
sources from which they should be procured.

3.86. To a question why inspection of these es was not pro-
vided for in the contract and whether in the absence of inspection,
a guarantee was at least obtained from the firm, the Committes
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were informed that inspection of MT surplus stores purchased by
India Supply Mission, Washington had been dispensed with several
years back in accordance with a decision taken by Government.
The decigion then taken was that, instead of having a permanent
machinery for inspection, a safeguard for replacement of defective
supplies should be incorporated in the contract itself. The ]pdia
Supply Mission, Washington was. therefore, required to obtain
from the suppliers of MT surplus stores a written guarantee along-
with their invoices as a matter of standing arrangement. In the
contract coneluded on 18th April, 1963, for 500 clutch sleeves, a
guarantee clause was included on the following lines:

“No inspection of the stores will be undertaken for the stores
covered by this contract in view of your agreement to
certify that in case of discrepancies/shortages/defective
stores etc., etc., being notified to you within 12 months
from the date of the receipt in our Depot in India, you
will arrange replacement CIF Indian port free of 2ll

costs or agree to financial adjustment if no replacement
is required.”’

3.87. Asked whether this clause was included in the subsequent
contract also, the Ministry have stated that the above clause which
used to be incorporated by a rubber stamp was inadvertently omit-
ted in the acceptance of tender dated 7th July. 1964, in respect of
the purchase of 2015 sleeve rankshaft driven cluich The firm
had, however, issued the fo'lowing required certificate

“We certify that in regard to steres supplied on cur invoice
X-4843/X1-J-878, dated 18th December, 1964, in case of
discrepancies/defective stores being notified to us by
you within 12 months from the date of receipt at a
destination in India, we will arrange replacement CIF
Indian port free of all costs or agree to financial adjust-
ments if no replacement is required.”

388 In any case both the contracts were covered bv warranty
clause 13 of the India Supplv Mission °“'Conditions of Contract''.
According to this clause it was the firm's liability to supply the
correct material and, In case therr was discrepancy. to settle it by

arranging for free replacement or affording credit for the value of
the stores.

3.90. In reply to a question whether timely action was taken to
raise discrepancy reports for {ree replacement of stores. the
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Ministry informed the Committee that the defect reports were all
raised within the prescribed period of 12 months and there was no
avoidable delay in pursuing the matte: with Indian Supply Mission,
Washington.

3.90. The Committee drew attention to the Ministry's observa-
tion quoted in the Audit para that thuse clutch slecves has become
superfluous due to a change in policy and asked when a decision in
this regard was taken by Government. The Ministry informed the
Committee that at a meeting held in the Defence Ministry on 6th
April, 1966, it was decided, in the light of the Armour Re-organisa-
tion Plan, that further provisioning of spares for these tanks should
be discontinued and the tank liability should be maintained by re-
trieval/cannibalisation of spares and tank to tank replacement.
The requirements of sleeves crankshaft driven clutch were met by
rolling over from the entire stock of repairable engines and selec-

tive fittings.

391. Under these circumstances, Army Headquarters informed
India Supply Mission. Washington on 5th May, 1967, that the firm
should be made to refund the value of the stores as the material
supplied by them was not correct and also ther¢ was ro require-
ment for the same due to the change in policy of the equipment
on which the sleeves were to be used.

392. As regards the progress made in getling compensation
from the firm for the defective stores the Crnmmittre were inform-
ed that on 8th November, 1967. India Supply Mis:ion, Washington
informed the Defence Minisiry that the supplier company was
asked to settle the discrepancy by allowing refund of the entire
value of the stores which was f~ nd sub-stardard. The supplier
company, however, maintained tha! correct supplirs were made in
compliance with the specifications and therefore thev were not in
a position to take back the storrs but were prepared to accept
any reasonable settlement that may be offered by the Government
of India.

3.93. The case was examined in consultation with the Ministry
of Law and was also referred to the Legal Adviser of India Supply
Mission, Washington for their advice as to the further course of
uction that should be taken by India Supply Mission, Washington.
Necessary instructions were issued to India Supply Mission
Washington to pursue and settle Government’s claim against tht:
supplier company. Further develonments in the case were await:
ed from India Supplv Mission, Wa<hington. '
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3.94. From the correspondence on the subject furnished to the
Committee, the Committee observe that the supplier had contend-
ed that his supplics were according to contract specification. He
had also pointed out to Government that his stores had been ins-
pected by an independent inspection agency. Government, hows-
ever, took the position that it was not certain that the samples
given to this inspection agency were the same as those supplied by
the firm. The firm had, however, indicated that they were willing
to reach a mutually acceptable negotiated settlement and offered
a 25 per cent price reduction. Government had asked the India

Supply Mission in October, 1968 to ‘negotiate and settle the matter
on the most advantageous terms.”

3.95. The Committee feel that procurement of defective stores
that occurred in this case could have been avoided had the India
Supply Mission Washington as well as Army Headquarters exercised
due care. The indent for the stores was raised on an urgency basis
by Army Headquarters in February, 1964 and a contract was placed
by the India Supply Mission with a firm in July, 1964. The India
Supply Mission were aware, at the time the contract was placed, that
similar storcs supplied by this firm against an earlier contract had
been reported by Army Headquarters to be defective and that the
question of acceptability of those stores was under consideration. The:
India Supply Mission themselves had, in fact, drawn the attention of
Army Headquarters t, this position in a communication they sent
in February, 1964, on another ordinary indent for these stores on
which they had for this recason suspended procurement action. It
is, thercfore, not clear why the Mission chose to place a contract
without specific clearance from Army Headquarters. The fact that
the indent in quesiton was “urgent”, whereas the one on which pro-
curement action was suspended had been categorised as “ordinaey™,
should have made no difference as the guestion involved was whether
or not the earlier supplies were defective.

396. The Committee are also at a loss to understand why Army
Headquarters failed to give appropriate instructions to the India
Supply Mission, even after the latter had specifically addressed them
in the matter in February, 1964. Army Headquarters became aware
of the defects in the supplies in December, 1983, i.e. even before the
indent for the subsequent lot was placed. They could, therefore,
have well instructed the India Supply Mission net to place the ocrders
with the irm till the question of the acceptability of the earlier sup-
plies was settled. In fact, it took Army Headquarters eight months
to reply to India Supply Mission’s communication on this point and
by that timo India Supply Mission had already placed the contract.
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The Committee would like both the Ministry of Defence and the
.Department of Supply to investigate the various lapses that occurred
at various stages in this case and to fix responsibility for these.

Delay in setting up of medical facilities
Audit Paragraph

3.97. (a) In April, 1964, Government sanctioned the establishment
-of a hospital with 50 beds, at an Air Force station in the Western
:gector, to provide medical cover to Defence personnel. The hospi-
tal was set up in January, 1965, in a building with accommodation
sufficient for only 25 beds. During January, 1965, to December,
1967, a number of patients requiring hospitalisation were trans-
ferred to another hospital 82 Kms. away. The hospital was never-
theless, staffed during this period with personnel meant to cater
for 50 beds. The expenditure on pay and allowances of the staff
in excess of that authorised for a 25-bed hospital amounted to
Rs. 0.96 lakh. Some of the surplus staff were posted away in April,
1967.

3.98. (b) At another Air Force station, in the Eastern sector,
‘Government sanctioned in December. 1964, the setting up of a 40-
bed hospital for Defence personnel. Due to increase in the strength
of personnel in the station the capacity of the hospital ‘was autho-
rised by Government in June, 1966. to be increased to 00 beds
But the hospital could not be started for want of accommodation.
Nevertheless, 41 airmen, mostly medical assistants. were posted
against the sanctioned establishment of the hospital—15 :n 1965, 5
more in 1966, and an additional 21. in 1967-~and an expenditure of
Rs. 0:55 lakh was incurred on their pay and allowances upto De-
cember, 1967.

3.99. The Ministry have stated that these 41 airmen. veere utilis-
ed to provide outdoor medical treatment at the station with the
help of the doctors in the Squadron/Wing iund that the jnstruc-
tions have since been issued for all these personnel to be with:
drawn.

[Paragraph No. 28. Audit Report (Defence Services). 1968

3.100. The Committee enquired why in respect of the h.spital in
the Western sector staff was posted in excess of requirements and
no action was taken to withdraw the excess staff till April, 1967.
In a note on this point, the Ministry have stated that the hospital
‘was located in an important flying station and was intended to pro-



87

vide both outdoor and indoor medical care to personnel in an@
around the station. The nearest hospital was 82 kilometres away.
The hospital was, therefore, staffed as for a 50-bed hospital so that
the staff could receive adequate training and in case of any even-
tuality, other permanent accommodation that might become avail-
able at the station could be utilised for the hospital. The staff
incidentally proved very useful tor treating battle casualties when
the nearby air-field was bombed by Pakisian during the Septem-
ber, 1965 couflici. The number of patients treated at the hospital
during 1965—67 was 1,263, The staff posted at the hospital was fully
utilised as they were empioyed not only in the hospital hut also to
provide medical cover to those treated in quarters,

The question
of withdrawa! was not, therefore, considered.

3.101. The Cummittee enquired about the reasons for delay in
providing permanent accommodation for the other hospital in the
Eastern sector and posting the staff even before the accommodation
became available. The Ministry have stated that when Govern-
ment orders were issued on lst December, 1964, sanctioning the
establishment of a 40-bed hospital at the station, it was anticipated
that some existing buildings would be available for locating the
hospital temporarily. A small complement of staff was, therefore,

placed in position in June, 1965 to prepare for the establishment of
the hospital

3.102. The question of finding locally available temporary accom-
modation and holding a Siting Board for a permanent buildinz for
the hospital were taken up simultaneously; but before this could be
done, the garrison strength of the station increased considerably.
A new proposal to increase the bed strength to 100 beds was, there-
fore, taken up and orders were issued arcepting this proposal on
20th June, 1966 an:d more «taff were pasted.

3.103. In March, 1967, the Headquarters Eastern Air Command
sugrested that certain flying control building could accommodate as
many as 200 beds. Consequently, further staff were posted. In
June, 1967, however, due to certain unforeseen operational reasons,
this suggestion was found to be not practicable.

3.104. While the estimates were being prepared by the engineers
for a permanent building for a 100-bed hospital, the troop strength
in that area got considerably reduced. The case for the provision
of a 100-bed hospital was, therefore, held in abeyance, pending a
firm decision regarding the revised bed strength of the hospital.
The instructions were issued on 30th September, 1967 to the Air
Force Record Office to post out all personnel on the strength of



<this hospital. In the absence, of an Air Force Hospital at the station,
‘the needs were being met by patients being transferred to ghe near-
.est military hospital. At present, some temporary accommodation
had become available and a 40 bed hospital was being started.

3.105. In regard to disposition of staff in the hospital, it has been
.stated that no Medical Officer was posted to the hospital. Medical
attention was provided by the Wing and Squadron doctors at the
station. The staff which was found from within the existing over-
all establishment of the cadre, were utilised to provide outdoor
medica) facilities to the personnel and their families in the station
and besides, were also constantly under training in the management
of casualties and other station duties.

3.106. The Committee have been informed that instru-ticns have
been issued by all wings of the Services to ensure that “p.rsonnel
are posted to newly raised units in phases according to work-load,
actual or expected, and availability of facilities.” The Committee
.observe from copies of instructions furnished that the following
views were expressed bv the Air Headquarters in regard to these
two cases:

“The postings and continued retention of airmen of all t:ades in
excess of actual requirements in two newly raised hospitals where
adequate accommodation was not available have recently featured
as a draft para for Audit Report of Defence Services. Ministry of
Defence are not fully satisfied with the justifications that have been
put forward by this Headquarters.”

3.107. The Committee are not happy that staff were posted to twe
hospitals in excess of requirements and without regard to the fact
that adequate facilities had not been developed in these hospitals.
It has been stated that the staff were kept fully employed, but the
Commiittee observe that the Ministry of Defence themselves express-
od the view that they were “not fully satisfied” in this regard. The
Commniittee hope that as a result of instructions issued, it will be em-
sured that staff are posted to the uvnits inphases strictly “sccording te
workload, actual or expected, and the availability of facilities.”

Requisitioned land
Audit Paragraph

3.108. 1,567 acres of cultivable land in a station were requisi-
tioned and taken over in 1965 for Defence purposes, involving an
initial compensation of Rs. 1 93 lakhs and a TeCUrring compensa-
Yoin of Rs. 1.75 lakhs per vear. Out of this land, only 953 acres



have been put to use. The remaining 614 acres, comprising abeut
-40 per cent of the total area, are still lying vacant (December,
1967). The proportionate compensation in respect of these 614
:acres of land requisitioned works out to Rs. 3-16 lakhs.

{Paragraph No. 31(b) Audit Report (Defence Services), 1968.]

3.109. The Committee enquired about the basis on which the re-
.quirement of land was worked out initially, the reasons for non-
utilisation of nearly 40 per cent of the area of land requisitioned
and whether the Ministry had reviewed the nece:sitv for continu-
ed retention of these lands for which there was no immediate use.
In a note on these points, the Mini<'rv have stated that at the out-
break of hostilitiecs with China in 1., Headgyuarters Eastern Com-
mand estimated the rejuirement of land for wvarious field main-
tenance units for logistic support a2 2000 acres based on the ton-
nage and strength of the units proposed 11 be locatrd thereon. The
actual area requisitioned by the Collector was 157623 acres. In
August, 1965. a Board of Officers usses<ed the tntzl land require-
ments at 2758 acres for the varinus units which were proposed to
be stationed in the area. Before planning the proiocts on the re-
maining land, the State Government was aporrach~d for the re-
quirement of the additional area of 1140 acres. In July, 1967, the
State Government indicated readiness t¢ muke available the addi-
tional required land. Meanwhile. the chanced operational needs
in the Eastern Theatre necessitated re-appraisal «f ths mainte-
nance set, up. In April. 1968, the Army Headquarters considered
that the ultimate location of the Units in the area should be res-
tricted. On this basis, an arca of 892 92 acres was de-regu:sition-
ed on 27th June, 1968. On the basis of the revised plans finalised
in September. 1968 the land requirement was worked out as
approximately 15 acres. An Ammunition Depot which occupies
almost the entire area still under requisition was, however, likely
to remain therefor a considerable period until the accommodation
therefore was constructed at its permanent location. However, if
and when any portion of the land still under requisition became
surplus, it would be immediately de-requisitioned.

3.110. To s question whether a time limit had been fixed by
‘Government between the date on which land should be requisition-
ed and the date by which it should be put to use, to obviate re-
quisitioning of lands much in advance of actual requirement, the
Ministry have stated that in accordance with the instructions. no
immovable property could be requisitioned unless it possession
was of vital importance for defence requirements. Requisitioning
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éould be resorted to only when property was reququd for unme-
diate occupation. The availability of land had, however, to be
irrevocably committed before a project could be planned.

3.111. To a further question regarding the procedure followed
in the management of defence lands for which there was no im-
mediate use, the Ministry have stated that defence lands not re-
quired for defence purposes were required o be handed over to
the Military Estates Officer for management. Where the lands
became pormaneatly surplus 1o defence requirements, they were
disposed vi. Where the defence lands were temporanly surplus
to Jdefence requirements, they were leased out. where  practicable,
by the Military Estates Officer for cultivation purposes.

3.112. Asked .f any periodical asscssment was made of the actual
requiremenis and steps taken to disposv of such land ior which
there was no foreseeable requirci:ent, the Ministry have stated
that a Station Committee consisting of representatives of user
Services, Station Commander and the Military Estates Officer was
entrusted with the task of periodically examining the existing land
hoidings at the station and determines the requirements of land
for each of the services. Certain powers for dehiring/de-requisi-
tioning land on which no assets have been created had been dele-
gated to the local Commanders by Guvernment letter dated 15th
December, 1965. In the case of defence owned land considered
permanently surplus to the defence requirements and in the case
of surplus hired and requisitioned land bvyond the powers dele-
gated to the local Commander, the proposals were forwarded to
the OMG's Inter Service Commitice wh.ch made 1ts recommenda-
tions to Government in matters requir:ne (v n-raoment orders. The
orders of the Defirnce Minister were on obtmined {or disposal,
dehiring'de-requisinioning of the land and aswe’s  ereated thereon.
A number of defence owned land; had the. bheen approved frum
time to time for permanent disposal. and a4 number of hired/re-
quisitioned lands had been approved from time to time for dehir-
ing/de-requisitioning.

The Committee desired the Ministry to furnish information on
the following points:

(8) The area of lands which are lying unused for the last 8
years;

(b) whether the lands were requisitioned or acquired;
(¢) the annual rent being paid for such lands:
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(d) whether any of these lands were leased out for cultiva-
tion. If so, the Fease money received.

The Ministry have stated that the information is not readily
available,

3.113. The Committee asked the Ministry for information in
respect of hired/requisitioned land. which had remained conti-
nuously vacant for a period of six months ending 10th September.
1968. The Committec have so far received information relating to
lands in the possession nr management of the Army and the Navy

3.114. The Committee note that the ultimate requirement of land
in this case is not likely to be for various reasons more than 15 aere<
as against 684 now under requisition. The Comumittee trust that the

authorities will take speedy steps to derequisition the remaining land
as soon as it becomes surplus.

3.115. From the information furnished to the Committee. it is
seen that a number of plots of land with the Army and with the Navy
are lying vacant at various stations. The Committee would like the

yuestion of dehiring derequisitioning of these plots of land to be
speedily settled.

3.116. In their 15th Report (Fourth Lok Sabha). the Committee
had drawn attention to certain cases of un.coordinated planning in
requisitioning land. They had suggested that every care should be
taken to sec that land is requisitioned only after the most careful
comsideration of requirements and that Government <hould review
the position sbout utilisation of lands every year. The Committee
rote that instructions were issued by the Ministry in March. 1967 for
a veriodic review at various levels of the properties tving vacant for
more than six months. These instructions alvwe provided that all
caves where property had been lying vacant for more than a vear
should be referred to the Ministry for a decision whether it should
be released or should continue under requisition hire. Quarterly
statements were also required to be furnished by Army Navas Air
Headquariers in this regurd. The Committee hope that the new
procedure adopted by the Ministry of Defence would be implemen-
ted in letter and spirit so as to make sure that requisitioned hired
fands which are surplus to defence requirements are not unneces-
sarily kept with Government.
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Less due to deterioration in stock

- "
.

Audiut Paragraph

3.117. 68 tonnes of walnuts (with shell) with a shelf-life of 1 to
3 months were received at Srinagar in June-August, 1983, {rom cer-
tain supply depots for issue to troops at high altitudes. Only 28
tonnes could be issued by October, 1963. when the stock was found
unfit for human consumption. After utilising some portion {or feed-
ing animals. 38 tonnes of the unfit stock were sent to Pathankot for
disposal. 13 out of 22 tonnes of another similar consigcnment of wal-
nuts with estimated shelf-life upto September-October. 1963. on
receipt. in September, 1963—November, 1963. at Pathankot, for on-
ward despatch, were also found to be unfit. These 51 tonneg of in-
edible walnuts valued at Rs. 0.85 lakhs were disnased of by auclion
in November, 1964. for Rs. 0-12 lakh involving a loss of R=. 0°73 lakh.

[Paragraph No. 21— Audit Report (Delence Servicesy, 1965

3.118. Asked to indicate the procedure prescribed by Govermmaont
for stocking and issue of short-life items by ¢ virious Supnly
Depots, Government have stated in a note submiticd to the Com-
mittee that “the provisioning, stocking and issics of the various
items is so arranged in order to ensure. as far a: possible, that the
stock of each item is consumed within its expected lifc¢. Iowever,
if any particular item becomes short life because of any unforcsee:
reduction in denrand or on account of climatic conditions or any
unforeseen circumstances, it is issued by the Depot Commander on
priority basis to the dependent units for consumption both as nor-
mal issues and as issues-in-lien. In casc the stocks cannot be con-
sumed within the estimated storage life by the denendent units, the
surplus stocks are reported by the Depot Commander to the Ligher
authorities, viz. DADST of the Sub-Arca/CASC of the formation’
DDST of the Corpsthe BASC Command who. in turn. arran<es for
inter-Depot transfers within the Sub-AreaFormation'Corps'Com-
mand, respectively depending upon the stocks of the item held by
each Sub Depot, the estimated storage life of the item in sio 'k and
rate of consumption based on the feeding strength to be catcred
for. Stocks which cannot be consumed in this manner within the
Command before the expiry of the storage life are reported to the
KMG’s Branch, Army Headguarters by the BASC Command for
arranging transfer to other Commands. If consumption of the
stocks within the storage life cannot be arranged by transfer to
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other Commands due to the stock position of the item with the

other Commands or the limited storage life of the item, orders are
issued for their disposal by sale or auction.”

“In order to avoid loss to the State due to the surplus stocks
becoming unfit for human consumption, in cases where the storage
life is so short that consumption of the stocks cannot be arranged
by inter-Depot or inter-Area transfers against normal authorisation,
the GOsC-in-C have been authorised to dispose of the stocks by
sale or auction or by issue of such stocks in lieu of other authorised
items. In exercising this power the GOsC-in-C  would take into
account the recommendation of the medical authorities, the causes
leading to the accumulation of stocks and the financial  interest
of the State and submit a report tc the Army Headquarters {sr the
information of Government indicating inter alia the reasons for
accumulation and the disciplinary aspect involved. if any.”

3.119. The Ministry have stated that these orders were issucd in
October, 1967, in pursuance of the recommendation made by the
Public Accounts Committee in their Seventy-first Report (Third
Lok Sebha).

2.120. Asked to state the circumstances in which thie walnuis were
supplied when they nad outlived treir sheli-life. the Ministry have
replicd that the walnuts were re.eived in the Supplv Derois at
Pathankot and Srinagar which served also as Transit Dendis for
despatch ¢f stores to the forward Supply Deypots Suppy 0 na
Thev were derntened withen their srelf-Hie for quick loci! con-
sumption in Pathankot!, Jammu and Rajouri Sector in lieu or fresh
fruit to aveid loss to the State. Unfortunatelv., a portion of the
s'ncks became unfit after arrival or in iransit.  The relevan: des-
patches were as {ollows:—

S a0 JO

15th September, 1963, were despatched from Chandigarh o Pathon-

ia
kot as under for ssue to treops in Pathanke!. Jommu and Rajouri
Sectors:

(1) About 17 tonnes of wuiruts with estimared strraz U0 ujte

8% tonnes on 4th September, 1963, by road. These reached
Pathankot on 6th September, 1963 and were issued to troops in lieu
of fresh fruit, except a quantity of 1'8 tonnes which was declared
unfit for human consumption on 12th September, 1963. Ba:ance
quantity of 866 tonnes was despatched by passenger train cn 8th
September, 1963, which unfortunately reached Pathankot only by
16th September, 1963. This quantity on further sampling was found
unfit on 18th September, 1963.
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(ii) A quantity of 306 tonnes with estimated storage ﬂii‘upto
October, 1963, despatched from Supply Depot, Delhi Cantt., 'on 28th
August, 1963, by goods train was received at Pathankot on 25th
September 1963. On visual inspection the consignment was found
to be infested and on sampling it was declared unfit for human
consumption by the Composite Food Laboratory on Tth October.
1963.

3.121. Explaining the reasons for the delay of over one year in
the disposal of unfit stores, the Ministry have stated that the stocks
were declared unfit in September|/October. 1963. A representative
sample was sent to Army Headquarters ST-7 Laboratory at Delhi
for their opinion on the life. They confirmed the earlier verdict of
the Composite Food Laboratory on 27th December, 1963. On receipt
of this verdict, the Army authorities took samples of kernels from
these stocks with a view to retrieve some quantity for consumption
and thus to minimise losses but the samples of kernels were also
declared unfit for human consumption in March, 1964, by the Com-
posite Food Laboratory. Jammu. Further efforts were made to ex-
plore the possibility of issue to animals but it was found that this
would be uneconomical to the State due to labour invelved in break-
ing the shells and the long period for which kernels would have to
be stored for this purpose. This process took a couple of months and
when it was found that the stocks could not be consumed in the best
interest of the State, disposal instructions were asked for from the
Government of India between July and November. 1984 and i ~ve
given in November. 1764

3.122. The Committee desired to know the reascr« {n: the del.y
of about 4 vears in ordering an enquiry into the losses and whaot the
findings of the Court of Inquiry were. In a notr on this pr = the
Ministry have stated that the case was first reported to Army Head-
quarters in 1964 and the facts and circumstances leading to the stnck
becoming unfit for human consumption were sourht to be ascertain-
ed bv correspondence. Since a clear picture did ot eme-ge, it was
decided to hold a Court of Inquiry to as-ertnin tl¢ circumstances
under which the loss occurred and to fix re...~~=*" V- for the same,
if any.

3.123. The Court of Inquirv has opined that there was no over-
provicioning at anv stage, that the movements of walnuts were made
for gnod and necessary reasons and that there is no element of neg-
ligence leading to the 51.36 tonnes becoming unfit for human con-
sumption. The Court of Inquiry recommended tha! the loss be borne
by the State, The opinion of the Court has been cndorsed by the
Corps Commander and the GOC-in-C Western Command. Action
is heing tuken to write ofT the loss.
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3.124. The Committee observe that about 17 tonnes of walnuts
with estimated shelf-life upto 15th September, 1963, were despatched
to the consuming units as late as on 4th September, 1963, and 8th
September, 1963, i.e. when their shelf-life had practically expired.
Consequently, a major portion of these (10.46 tonnes) were found
unfit for human consumption. Another consignment of 3.06 tonnes
with shelf-life upto October, 1963, was found unfit for human con-
sumption on arrival at Pathankot on 25th September, 1963. This
consignment was despatched by goods train from Delhi on 28th

August, 1963, and it took practically a month to reach its destina-
tion.

3.125. The Committee are left with the impression that due pru-
dence and vigilance were not exercised by the authorities concern-
ed in the provisioning. despatch and supply of walnuts which were
prone to quick deterioration.

3.126. Besides, it took practically a yvear for the Army authorities
to dispose of the inedible stock. As such items are prone to rapid
deterioration, the delay in disposal naturally resulted in further de-
terioration and consequent loss te Government. The Committee note
that Government have, in implementation of an earlier recommen-
dation of the Committee. delegated in October. 1967. authority to
GO« C-in-C to dispose of stocks by sale or auction or bv issue of
stich stocks in licu of other authorised items in cases where the
storage life of the surplus stocks is so short that consumption of
such stocks connot be arranged by inter-depot or inter-Area trans-
fers against normal authorisation. The Committee hope that such

delavs in disposal resulting in heavy loss to the State would not
recur.

3.127. The Commniittee are not convinced by the reasons given by
the Ministry for the delay of about four years in ordering an inquiry
into the losses. As such inordinate delays are bound to blur the
issues. it is necessary that an inquiry. where necessary, should be
held promptly to determine the reasons for loss, recommend reme-
dial measures and fix responsibility.

Provision of Water Supply in a forward area
Audit Paragraph

3.128. (a) In September, 1965, Government sanctioned under the
Emergency Works Procedure a scheme for supply of water (4 lakh
gallons a day) to troops in a forward area, at an estimated cost of
Rs. 130 lakhs. The work was to be completed within 8 months and
consisted of:

(i) sinking of 3 new wells, improvement to 2 existing Gov-
ernment wells, acquisition and improvement to 5 existing
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private wells at a station X near the forward area and
pumping of water to forward areas through pipes;

(i) drilling of 3 tube wells at another station Y. about 52
miles from station X: and

(iii) supplying water through a pipe line from station Y to the
forward area. through station X.

3.129. The project was sanctioned on the basis of the recommen-
dations of a Board of Officers convened in June. 1965 These visua-
lised execution of works at both stations X and Y simultaneously
as a geologist associated with the Board. had. after a day’s rapid sur-
vev. reported that wells at station X could be developed for a maxi-
mum vield of onlyv a lakh gallons of water a day.

3.130. The Superintending Geologist had. however, while for-
warding the report of the geologist, suggested in July. 1965, that the
actual vield of the wells in station X be tested before developing the
new (tubewell) source at station Y. Nevertheless, the prniorities for
the execution of the work were not reviewed ({acenrding to the
Ministry. there is nothing on record to show whether any decision
was taken on the Superintending Geologist's lettery und the work
on boring the wells in station Y and laving pipe hine from station
Y to X was taken up in December. 1965 for exectution through troop
labour. simultancously with the renovation and digging of wells
station X.

3131 At station X, only 3 wells were actually developed sn Feb.
ruary. 1966. and June. 1967. and as the safe vield of these wells e
the dry season of 1967 was found to be 259 lakh gallons a dav. deve-
lopment of the remaining wells was not taken up

3.132. The boring of wells in station Y and aving of papes from
statior: Y to X were completed late in 1966 5t 5 cost of Ry 59 jakhs
bu! restricted pumping was commenced only o Mav, 1967  Soon
thereafter in Julv. 1967. the pipe hne was damaged due to heavy
rains and was repaired in December, 1967 Till then the requsre-
ment of water in the forward area was being met from the 3 wells
at station X. The simultancons exeeution of the work n station Y
{or sinking wells and la}'fﬂp pipe line over 5 distance of 52 miles. at
& cost of Rs 59 lakhs. before develuping and testing the yield of the
remuining 7 wells in gtation X, sugpested by m;- Su;;eﬁn!mdin;:
Geologist, was hasty and imprudent !
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3.133. (b) For laying of rising mains the department decided to
use asbestos cement pressure pipes and fittings and the Director
‘General, Supplies and Disposals, placed orders on a firm in October,
1965, for their supply at a cost of Rs. 50 lakhs. Part of the supplies
received were either damaged in transit, or were later found to be
defective, sub-standard and not conforming to the specifications sti-
pulated in the supply orders. While 2 per cent of the pipes got
damaged during transit due to insufficient packing, over 13 per cent
of those used in works burst during tests at a pressure far less than
that stipulated in the supply orders. The components of the cast
iron detachable joints (cost Rs. 10 lakhs) supplied were of varying
sizes and so a large number of joints did not fit properly. Further.
‘the firm supplied moulds of mild steel with aluminium paint instead

of moulds made of aluminium metal as required and these were re-
jected.

3.134. The Chief Engineer requested the Director General, Sup-
plies and Disposals, in August, 1967, to direct the firm to replace the
defective stores supphied. or to recover Rs 638 lakhs from the firm.
The Ministry have stated (March, 1968) that in September. 1967,
after o meeting with the supphers, it was decided to carry out retest-
ing of pipelines at full working pressure and that thus s still to be
done

[Paragraph No 22, Audit Report (Defence Services), 1968]

3135 During evidence the Commeiter enquired from the repre-
sentative of the Mimstry why a big  project costing as much  as
Rs 130 crores was sanctioned after a dav's rapid survev conducted
by a Geologist and why a detatled survey could not be undertaken
btween June, 1965 when the Buard of Officers  recommended the
execatton of the Projpect and September. 1965 when 12 was actually
sanctioned  The Defence Secretary rephied

*We should consider the Lime when this wus done and the sitaa-
tion that obtained at that time 1 deubt 3 there was much time for
& very o tatled survev. Thee was the Ume when we were involved
tn o ocrpas with Pakistan both in Kuleh and Bhu; and we had tw dn
thingx rapidly

3136 To » question whether the Geologist had actaally heen able
to cover in o day the entire arca of 73 miley stretching from station
‘Y to station "X’ and again from station ‘X' to the front line. the
Defonce Secretary teplied’ 1 think his tnspection seems to have
bren confined to the local area. that s only (station "X Y s
a fairly developesd Lrar. T do not think any special assessment was
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needed (for 'Y’).” Asked if he would not agree that the inspection
was cursory or perfunctory. the Defence Secretary stated: ."I would
not say that ...... It seems to me that the Geologist alengwith others
had done inspection of the local site.”

3.137. The Committee pointed out that the Buoard of Officers. on
whose recommendations the work was undertaken, met  between
the 9th and the 12th June. 1965. It was at tnis meeting that  they
decided that water resources both at station ‘X' and station 'Y" should
be tapped. The inspection by the Geologist took place only on the
24th June. 1965, :.e.. after the Board formulated their recomnivnda-
tions. The Committee enguired whether 1 wias ot unusual that the
Board should have come to conclusions avout the availabiity  of
water resources even hefore the survev had been conducted. The
Secretary, Ministry of Defence stated that the Geologist was a mem-
ber of the Board The procesdings of the Board would show that
before coming v a duecision --n the project. the Board had the benefit
of the Geologist’s advice. [ this connection. e brought o the
Committee’s notice the {ollcw:ng portion of the recaorded procecding:
of the Board:

“The Board after survey and irom the Known local expernicive

of the existing pumping amd the reasor. by b ot by the Geolo-
gist. . ..ogame Lo ine Coraas. nothet the gl reguirements of 4
lakh gallons of water could not be met fom the existir o amrces
at . Cowhich was imitedd v 2000041 90000 callone per dav

3138, Thne arca s covereo sty by the rock . of meddle Jurassee
period. In the area cround witer i bemng devieoped munis by
means of shallow dug wells The wells ure jocated mostly on the
bank of dried stream courses. The mmpermeable nature »f the
middle Jarrasic rocks has not permitted snv ground water develop-
ment by means of deep tube wells. At present about 401000 gpd
is being developed from the <hallow dug wells which are o
villages. There is a possibil:ity of increasing their  supplyv o one
lakh gallons by improving the existing dug wells and also by
putting a few additional large diameter dug wells The average
annual precipitation over the area is about 300 and as the ares is
generally hilly with steep slope. and  also due to impermeable
nature of the rocks. percolation into the underground reservoir

appears to be not much. For the reasons said above, chances of

getting 4 lakh gallons of water per day from this source perennially
are not bright.”

3.139. The Committee

pointed out that no survey as such could
have been carried out be

fore the meeting of the Board took place,
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as the survey report of the Geologist
Apparently the Geologist only “hazarded” an estimate and “con-
firmed it” on the 24th June. The Secretary. Ministry of Defence:
replied: 1 would say with respect  thut he (the Geologist) did
not hazard it, but he gave it as his opinion, not as a guesswork.”

was dated 24th June.

3.140. The Committee drew  the attention  »f  the Secretary,
Ministry of Defence to the fact that on the Geajogist’s report that
supply at  station ‘X' wruld not be adequite and,
resources at station X' ws well as station 'Y conid se tapped, the
Superintending Geolowist had recorded an i a0 that before pro-
ceed:ng to tap the resources at station 'Y’ the  weils which were
proposed to be developed at "X spould e “tested for vield” o
determine “how much water could o develsued Hy neans of large
diameter open wells pierang the sHuvial massonals” (ot X, The
Committee enquuned why no copnmsance way tasen of thys suggestion
and actios taken 'o cevise and redetermine the oriorities for the
executrm of the work  The witness  statent thut the report
Supernintending Gealoms®t eached  the  (Chief
August “There ov o vee oy

therefore. the

of “ne

Frgineer on l4th
17 he added 0 f what sco on was taken,
We eonvgited the officer ahn Rad roceved the seport cnld he save
12 ax his recsilection that the matler wes discussed by hum with the

then Chuef Frommmerr oo s per thar discussien ot swo- omaddered

desirable ot to change the plan as recrmmended B the Board of
Officers. ™ The Commaties pornted ot that 0 was “wvers un-atis-
L

factory™ that *hig was net = reentd

3141 In reply to oa guest.on about the exact
water from time to

‘he extent o which

regiirements of
time o7 the Army in thes area smee (864 3
these were being met from the existing s ure: s
at statiens X' and ‘Y the Minustry have stated tha! “inspite of
effort. ;t has so far no! been possible to collect the informmtion. ..
The number of troops, vehicies and animals in the area have been
varying from time to time ™~ “Detailg of water pumped and supplied
since 1964 from Statron ‘X' fir meeting Armv requirements are as
follows:

Year
1964-65
1965-86
1906-87

1907-68

Gallons per day
. 13.00¢
.. 26.000

25.000
28 500

No water for Swmtion ‘X' was pumped from Station Y to meet.
troop requirements.”
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3.142. To a question when the three new wells were developed
at station ‘X’, the Ministry have stated in a note that in the initial
.stage, only the work of digging two new shallow wells was under-
taken and completed in February, 1966. The optimum yield per
day over a short period v pumping from these wells was 1.5 lakh
and 0.90 lakh gallons per day. The sustained yield of these two
new wells for long period during the dry season was not likely to
vield the certified safe quantity of one lakh gallons per day. One
out of two Government wells at station ‘X' was accordingly reno-
vated. The optimum yield per day over a short period of pumping
from this Government well was one lakh gallons per day. The total
vield from these three wells at station ‘X’ over a short period of
pumping was therefore 2.59 lakh gallons per day. In the circum-
stances. the renovation of fhe second Government well as not taken
up. Acquisition and renovation of private wells was also deferred as
the acquisition of private wells would have deprived the local
farmers of their only means of irrigation.

3.143. The Committee then enquired whether the question of
giving up the development of water resources at station ‘Y’ in the
light of developments at station ‘X’ was considered between
February. 1966 and June. 1967. The Defence Secretary stated that
taking into account the total number of troops deploved in the area
and also the operational requirements that mayv eventuallv arise,
the requirements of water were assessed at 4 lakh gallons a day
whereas the vield from the resources at station ‘X’ was nut expected
‘to exceed 2.59 lakh gallons a day.

3.144. Asked whether the balance requirement of 1.41 lakh gallons
could not be met by developing the other wells in the area, the
Defence Secretary stated: “We have also to consider the Geologist's
Report that not more than one lakh gallons of water per day in that
area can be drawn and otherwise we run the risk of increasing the
salinity . . ..This 2.59 lakh gallons of water is onlv for short periods
and not as a result of continuous pumping. That is why I referred
to the Geologist’'s Report that to continuously pump at that pressure,
there would be the danger of salinitv. In other words, there would
be a difference between the capacity vou can get out of it accordine
to the normal mathematical formula and also the extent to which
vou can tap in the interests of maintaining sweet water supply. ...
The recommendation of the Board of Officers and the Geologist was
unanimous that not more than one lakh gallons a dav should be
expected in the... .area and the balance must come from somewhere

else”
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3.145. To a question whether the simultaneous execution of the
work at stations ‘X’ and ‘Y’ had not, as later events proved, resulted
in an infructuous expenditure of Rs. 59 lakhs, the Defence Secretary
stated: “As you know this is a difficult area. We are up against the
water problem in the area even now. New problems are alsp arising.
Considering the sensitiveness of the area, it was a sound investment
and will prove to be good in the long run.... .. My own tendency is,
in the case of operational needs, we have to give the benefit of
doubt to the Services. If you are too meticulous, vou might run
against risks which it would be miost unpleasant to face.”

3.146. On being pointed out that till December, 1967. all the
requirements of water were being met from the resources af station
‘X" alone, the representative of the Ministrv stated: “What happen-
ed was that after the Tashkent Agreement, the demand was reduc-
ed. If there is any need to meet the operational requirements. we
have to be prepared for that. ..  Installation (at station ‘Y’) has been
completed and the pumping of water will start when requirements

are there. But when the requirements are not there, there is no
point in pumping water.

3.147. Asked to state the present position regarding utilisation
of the facilities created and the average quantitv of water pumped
daily through the pipe-line from station ‘Y o the forward areas,
the Ministry have replied that since there were no operations after
the completion of the pipeline. the present daily requirements of
water for the Army were approximatelvy 28500 gallons per day.
These were met from  Station ‘X' In addition, approvimately
30.000 gallons per day were being supplied from station ‘X’ to the
civil asuthorities There was. however. a oroposal to suppiv water
to the State Government for civil purposes to the extent of 1.5 lakh
gatlons per dav to a town in the forward area. The State Govern-
ment was however, not vet in a position to take the full supplies
sanctioned for them as thev had still to develop fully the distri-
bution arrangements. When these distribution arrangements were
czmpleted, the pumping of the requisite quantity would be made
from statior, ‘'Y’ to meet the shortfal!l of supplies {from statian ‘X"

3.148. The Committee cannot help iceling that the scheme was
conceived and executed without a proper deiermination of require-
ments or priorities at any stage. The scheme, the cost of which was
estimated as Rs. 1.30 crores, was formulated at a meeting of a Board
of Officers held hetween the 9th and 12th June, 1965. The decision
at this meeting was that the scheme should cover the development
of waler resources at station "X’ as well as station ‘Y’, as the totsl
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requirements of water for the Army were estimated to exceed the
known resources at station ‘X'. However, the investigation of the
water resources at station ‘X’ by the Geologist took place only on
24th June. i.c.. after the scheme was formulated. The Superintend-
ing Geologist had. after examining this report. suggested that the
vield at station X' should be tested before proceeding to develop the
water resources at station 'Y'. There is. however, nothing on record
to indicate that any attempt was made to re-determine the priorities
of the work in the light of this suggestion. It is also significant that,
after water resources were developed both at station "X and station
‘Y for supplyving approximately 4 lakhs of gallons a day the actual
supply that was made during the four years ending 1967-68 varied
from 13.000 gallons a day to 28500 gallons a day. i.e., about a tenth
of the ‘safe yield' of three out of five wells at "X*. It is also signifi-
cant that “in spite of effort”, ‘he Ministry of Defence have not been
able to ascertain what the requirements of water for the Army in
this region actually were and how they were worked out. Had the
scheme been preceded by a survey and heen executed on the lines
suggested by ‘he Superintending Geologist. an expenditure of Rs. 59
lakhs incurred on the development of water resources gt station 'Y’
which have largely remained unutilised. could have been avoided.

3.149. It was stated by a representative of the Jimistry of Delence
that the work was executed av a mat'er of operational urgency
and that there was no time ifor a very detailed survey. The Com-
mittee are. however, unable to accept this explanation. BRetween the
time the Board recommended the work (June, 1965) and the work
commenced (September, 1965). there was an interval of more than
three months during which the vields of wells at station ‘X’ counld
have been tested. Moreover. as against 8 months during which the
work was planned to be executed. the execution wa« spread over one
and a quarter vears and during this period also the vield of these
wells could have been tested and priorities redetermined. The
Committee hope that the Ministry of Defence will issue suitable in-
structions to ensure that such instances of hasty planning and exeen.
tion of work do not recur,

3.150. The Committee desired to know why in this case the
Asaestos Cement pipes were preferred to the conventional cast bron
pipes. The representative of the Ministry stated that asbestos cement
pipe had to be used because the cast iron pipes were not readily
available. The nearest manufacturer of ashestos cement pipes was
approached so that these could be supplied in time and with least
difficulty in transportation. Asked how they comparcd in price,
reliability of service and amenability to quick repair, i1 was stated
that A.C. pipes were cheaper, easier to handle and more readily



103

available than C.I. pipes, though they werc more susceptible to
breakage. Asked to state the value of pipes which were damaged
in transit due to insufficient packing and the action *aken to recover
compensation from the contractor. the Defence Secretary stated
that a claim for Rs. 6.38 lakhs had been preferred against the con-
tractor through the Director General, Supplies and Disposals.

3.151. Asked who was responsible for inspect:ng the pipes and
fittings before they were supplied and whether the procedure was
strictly complied with. the representative of the Director General.
Supplies and Disposals stated: “The inspectinn was entrusted to
Direcor General, Supplies and Disposals. The :nspection wag con-
ducted in the premises of the manufacturer~. If anv complamnt later
on arose. 1t could be attributed to several causes. e dus to ‘rans-
port wr due tn certain percentage of failing: becauss w. had inspect-
vd on sampling basis.” The Comm:ttee pointed ous that as much as
N0 merres of pipe-tines supplied by the firm had been  found
defect:ve. This const.tuted 13 per cent of the suppiie: made They
asked if the percentag: of defects was noaomal. The reprsentative
af Mirector General. Supplies and  Disposals stated: It 15 not
atrermal Pipes are of 5 nature that one <hould be prepared to
acrent such sort of defecte 1n handhing o inspectinn and nther <tages
Ti.  wercentass i: not alarming 7 The =-presentatve of the Director
Gesal Supplies and Disposals Qurther clarfied that ¢ bad vet o
b ccarmaned whether the fault was on the suppliers’ side o that
of e users The supviters had stated thatl the causes of rejection

id not be attributed o them  Their view was that the laving of
the pipe ine was defective and therefore many pipes {atled on r.ha*.
acrount A joint inspection was therefore thought @ be th best
meth o of arrving at o osettlement

......

. . N T TR o e "

2152 The Commitle. they enquited aboue the preoocsure specitted

¢ tee contract and the pressure at which the poes artually burst.

Tue representative of the Dhrecto: Grene-al, Sunplies and Disposals
; PR R ) v oAy

state | “The pressuce spec:fied for the ten? was 15 Ko per om To
. T -~

e rn o the safer ade 1t wac tested b the suppier at 10 K cnr It

wlo o~ that et Foo nupstinge the fures is 225 Koo oom < ayainst

ey L s A Ly bems Y

that durin. e tesl they bogrst at DR 0 ] v Thoegp ove 0l

on sample basis ”

2151 Asked U state Bow sen the popesoan the fuld burst at a
prissure far less than that stpulated i the supply ordess. the wfl-
nes: replicd that the matter was being ivestisated On tha basis
of u pelice enquiry. charge sheets had been issued to the officers cone
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cerned. Enquiry Officers had also been appointed. The Defence
Secretary added: “I will admit that this was done with a great
sense of urgency. And in the process perhaps they might not have
been as cautious as they normally have to be.”

3.154. The Committee asked why the joint inspection could not
be concluded before the onset of the monsoon. The Engineer-in-
Chief stated: “From February. 1968 onwards we asked the firm to
send their representative for a period of 15 dayv: ‘o carry out com-
plete test. But they had been cending their men only for enc or
two davs and we wrote at least three letters, to prevail on the firm
to send their representative for 15 davs and when they sent the
representative in Ju'v, it was ton late. Se the onus of the ddeiay is
on the part of the firmy and not on us™ Acked ‘f n thet cuse they
could not proceed unilaterally. he replieg that as per the agreement
made in September. 1967, the inspecticn was t bhe carvied out
jointiv. “If we do it ex-parte. there will be violation of the agree-
men:.” The Defence Secretarv added- * . Since the represen-
rative of the firm has ind cate? a desire £ o ¢V rp the matter an a
saticfactory basis without rese 1 ta the ponal proaroens e have 1o
accede tnh that in cur mutual mieveste”

3.155. Asked if it was nnt theis intynt o ¢ Slgr Jiamapes, the
Engineer-in-Chief renlivd:  “Tha+ ¢ the interton t rclaim e
pensation for belnw <percifiontom muateria® hus rre oo scdint gt
right  Then we mav have 1o remove all the pincbrs ™ T fovther
stated: “Once the material hae hoow laid drwn 30 0 cxtromcde (47

.

-y

feult o !'(“E”’la"e #owhen the raoreentnoe e e

- \-,--.«,-. Teo #00, simet
it TEN?

’:"
cular case Y owno ey Y0GET smotrps s T mareynd et je vt
whore It osvnv e b los e Tfeethn s b 00 e e o0 Sn rand]] e
dew gl he manterin] ”

. . .
3156 The Dofiver Speratgee dnfoooud ohe Camesss o0 repiy

to another e tine that 0 ko heon desh 4 tn postpens the test
7 Netober 1968 whep the o 0 gnd suhmerted rort ony of the pipe-
Yine would become approz-bable T oo haned o0 complete i by
N-vrmber. 1968,

3.157. In regard tn the vl gred? moecaids supp!c 7 oby the rone
tactor the Committee warted o kno o b theue woove -.vmt 1t
¢ and in the absence of insnection how the claim for compencation
eomld be enforecd inoa court «f law. The renreeentutive  of  the
Divector General. Supplies and Disnosals stated: @ That is &
small acerssory in the whole rontext. The econcpnee hag v jected
saying that thev werc not aluminium moulds but werr mill cteel
moulds painted aluminium The Inspector’s contenting is they have
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never put up for inspection. The contractor is prepared to com-

pensate for the small] accessory and for that matter there will be no
difticulty.”

3.158. The Ministry have further stated in a written reply that
no separate rate for the moulds is givem in the accepted tender. The
moulds form part and parcel of the cast iron detachable joints. Since
the accepted tender specifies the rate for the complete cast iron
detachable joints (inclusive of the cost of alumimurm moulds), the
rate at which the recovery for the moulds iz - be made, is to be
decided by the Director  General. Supplies and Disposals.  The
Director General. Supplies and D .sposal; have stated that the
amount will be recoverable from the firm under the pries finalisa-
tion clause of the contact which g now under ennsiderztion of the
Chirf Cost Acceounts Officer

3159 Asked 1o what extont the gse of mild stee]l mould would
affect the efficiency of water sy pp‘}' the Ministre have
duning the laving of pipes and their 30.:\~ o 1t owac ohservid that
the moulds eoull by dopensed 'v-"z cenrdingly, na mronid nave
been used  The mehd 2ol myuids v.:;»;w::r-.,! b the firm hive bheen
rejoted Non use of mouglids ';'i:w--: nnt affecs the efficiency of water

ey

ated Al

rv

3.160. The Committee note that ever 13 per cent of the cement
ashestos pipes valued at R« 56 lakhs supplied by the contracior for
laving the mains for this scheme burst at a pressure far ie<. than
that specified in the contract even though the pipes had been inope t-
ed and tested by the Director General, Supplies and Dispoals befo-e
supply. As the matter is stated to be under police investigation, the
Committee reserve their comments nending outcome of the enquirv,

3161, The Commitiee also note that a claim for R 608 fakine has
been preferred against the <uppliers and that the matter i awaiting
se . »ment, pending @ joint inspection of the stores by the unpliers
and the Department. The Committee would like to be apprised of
the findings of this inspection and the progress made in scttlement
of the claims against the unpliers,

Hiring of a paddle steamer
Audit Paragraph

3162 Since 1957, an Army inland wale: transpurt unit had been
deficient of a paddle steamer authonsed for train ng purposes and
conveyance of troops. On !4th September, 1964, ’n  Indian built
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paddle steamer was requisitioned from a private firm for use by this
unit. The vessel had been surveyed (without being dry-docked) and
found fit by the Mercantile Marine authorities, who also fixed the
hire charges for the vessel at Rs. 455 a day. The vessel was hired
for .about 3 years: during this period it was under repair for over
a year and was utilised on training cruises for 24 months. During
the remaining period also it was stated to have been utilised for
training purposes while it was stationary. It was never used for
conveyance of troops.

3.163. Considering the heavy cost of repairs and the limited use
to which the vessel had been put. the unit recommended in January.
1966. that the vessel be de-requisitioned: orders to de-requisition it
were. however. given in April. 1967, while it was actually derequi-
sitioned only in September. 1967. During the 3 vears. Scptember.
1964—August 1967. hire charges of over Rs. 5 lakhs were paid
and & sum of over Rs. 3 lakhs was also spent on repairs and moor-
ing charges. In addition. on de-requisition. a sum of Rs. 0.89 lakh
was paid towards estimated cost of certain repairs which the

owners were to get done themselves to restore it to its original
condition.

3.164. The Ministry have stated that the vessel which was con-
sidered necessary and suitable to meet operational and training
commitments was hired as efforts “to explore the possibility of
getting a new paddle steamer manufactured for the urit” did not
prove fruitful: that the expenditure incurred on repairs. or the
period taken for repairs was not unusual: and that it was not de-
requisitioned in January. 1966. because the Command authorities felt
that operational conditions did not warrant such a step.

[Paragraph No. 17, Audit Report, (Defence Services). 1968].

3.165. The Committee desired to know how the needs of the
Armv inland water transport unit were being met from 1957 till
1964 when the paddle steamer was hired. They were nformed that
from 1957 till 1960, another paddie steamer was utilised for train-
ing purpose and was available for operational role. From 1960 till
1963, static training was imparted on this steamer. The steamer
was disposed of in May. 1963. as a survey made by a Board of
Officers in December. 1960 established its condition to be "bevond
economical repairs.”” Until the requisition of the paddle steamer
-on 14th September, 1964, there was no paddle steamer with the
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unit for training or operational purposes. Operational require-
ments for a paddle steamer did not also arise during this period.

3.166. Asked whether the Garden Reach Wnrkshops which had
built the paddle steamer (which was requisitioned) were asked to
build a similar vessel for the Army and if so. what the reasons were
for their inability to do so. the Ministry have stated that Garden
Reach Workshops were first asked in October, 1960 whether they
would be ablc to build a paddle steamer. They offered to construct
only a quarter wheeler powered by a diesel engine at a cost of
Rs. 24.00,000. As the requirement of the Unit was for a steam
vessel, their ofer was not accepted. After the disposzl of the first
stecamer in May. 1963, cfforts were made to get a paddle steamer
built and all the leading ship builders including Garden Reach
Wnorkshops were contacted in July. 1963. Garden Reach Work-
shops regretted their inability to construct a paddle stcamer mainly
because their English eollaborainrs were not in a position to under-
take its desizning.

3.167. Asked about the tonnage and troop carrying capacity cf
the paddle steamer that was requisitioned and the terms on which
it was hired. the Ministry stated that its gross tonnage was
59841 and it c.uld carry 150 men. It was requisitioned under the
Defence of India Rules by the Principal Officer. Mercantile Mcrine
Department. Calcutta who was the notified Competent Authority
for the purpnse and the compensation charges were determined in
accordance with the terms laid down. The charges were worked
out on the basi:z of interest @ ¢ per cen* on capital cost (Rs 1133
lakhs) deoreciation @ 10 per cent and loss of inceme (Rs 736 pal).
These amoun®-~1 to Rs. 455.44 per dav  During tho pericd of re-
ruisitioning. the liability for maintenance and vnerindic overhauls
or drv-dockir - c+a< that of the users. Besides 2t the time of de-
requisitioning. it was to be brought uo to the sumo state of river-
worthiness o< o' the tim: - f reauisitioning.

3.168. The Committee were informed by Audit that the vessel
was in the workshop for the following periods. after it was hired
bv the Armv authorities in September. 1964-

11-1-1965 tn 31-1-1965 — 20 days
18-2-1965 to 25-6-1965 — 4 mwnths 10 days
13-7-1965 to 11-2-1966 — 7 months
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The Commitiee, therefore, enquired whether the steamer was
river-worthy and sea-worthy at the time of hiring. The represen-
tative of the Mercantile Marine Department stated: ‘It was in a
fit condition to be used. It was certified as such. © On its being
pointed out that within four months of requisitioning. the steamer
had to be sent to the workshop for repairs. the representative
stated, ‘my information is that it had suffered some damage and
it had to go to the workshop as the repairs could not be carried
out on board the steamer.” In a note on this poin'. the Ministry
have stated that the vessel was not involved in any major accident
during the time it was in the charge of the Armv. However. two
minor accidents were on record. The repairs were done without
any cost 10 the Army by the owner in one case and the Garden
Reach Workshops in the other.

3.169. Asked to state the other reasons which rendered the reten-
tion of the vessel in the workshop necessary almost continuously
from January. 1965 to February. 1966, the Ministry have stated in
2 note that “In February. 1965 the steamer was admitted to Garden
Reach Workshop for the following major repairs:

(i) Repair to paddle
(ii) Change of few shell plates

(iii) Repair to engines.

While the vessel was still in the workshops, Operation X started
and it had 1o be withdrawn after emergency repans only, to meet
urgent operational requirements. On t-rmination ! coperaticn X',
the steamer was redocked in the workshops in Julv. (965 for com-
pletion of repairs. In order o reduce the total ¢+ in the work:
shop. the four-yearly dry-dock survev of the vesse; ~which was due
to be done in Mav. 1966, was done alongwith the repairs simultane-
ously thus saving the cost of another drv-dockin: in May, 1966
Dry d-ck survey which involves stripp.ng «f all navar assemblies.
detailed examination of boilers. plates and zccess -« i'self takes
about two months. Rectification and repairs of h Lefects which
become apparent during the survev aie normallv 2 o 4 months
more in M/s. Garden Rcach Workshen< ™

3.170. The Committee enquired for what period the vessel was
actually utilised. They were informed that the . amer was on
the charge of an Army Company from 14th Sepermber, 1964 to



1C9

8th September, 1967 (1090 days). During the period this vessel was
with the Army, it was used for training as follows:

(i) 775 hours while plying, including training cruises.

(ii) 7578 hours on static iraining with steam on.

During this period. a total of 22 courses of various tvpes were con-
ducted on board this vessel and 201 personnel of different trades
and classifications vere trained. The crew of the vessel were also
being turned over periodically which involved an additiona! train-
ing commitment.

3.171. The Committee note from the information furnished by
Au :t that in January, 1966. the field unit concerned recommended
th:t the vessel be derequisitioned for the following rea:ons:

“Although. .. (the steamer) is held by this unit since Sep-
tember, 1964, she has been put to very limited use, hav-
ing been used only for collective training of. .. Engrs.
Group of two traimng cruises. The cost of the defence
budget on account of the steamer is considerable....
Total Rs. 544.67952 °

“'Serious consideration should be given 10 the matter whether
the exoenditure as seen above jusitifies the cuntinued
retention of the steamer.’”’

> * ] ]

" As regards use of a paddic steamer for transporting infaniry
personnel while paireiling inland water wavs  in my
opinion 1t is nadvisable o use the Paddle Steamer for
this purpose”

L » L

“In wview of the position as explinned  above, it is recom-
mended that the steamer be derequisitioned.” However,
the Command {elt that “the prevailing eopera‘ional con-
ditions did not warrant the d-ceauisitioning of the craft
at that stage.”

In March, 1967, a hich-level decision was taken to transfer a cer-
tain amount of CP responsibility to the Border Sccurity Force. In
view of this proposal, action was taken t. derequisition the vessel.
Orders to derequisition were issued by the Ministry of Transport on
13th April. 1967. The vessel was then jointly surveyved by the Prin-
cipal Officer, Mercantile Marine, Calcutta and the owners, as it was
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to be brought to the appropriate state at the time of requisitioning.
Estimate of the requisite repairs wus given by M/s. Garden Reach
Workshop Ltd. on 31st July. 1867, Sanction of the CFA was accord-
ed with the concurrence of Finance on 17th August, 1967. As the
repairs were likelv to take 4t 5 months more involving additional
hire charges for that period. the owner was prevailed upon to aceept
the vessel back in its cxisting state along with the payment of the
estimated cxpenditure icr the repairs which they were to get done
themselves. The vesse! was finally handed over to them on 8th
Septemuver, 19677

3.172. In reply te a question whethor (o Minisiry teok up with
the Mercantile Marine Departmen:. the guestion of relduction in
the hire charges in view of the perivrmance - ¢ the vesse'. it was
stated tha: the rental charges were fixed By the  competent
Authority in accordanc: with the prosveion. of law and were con-
cidered rcasonable. The stcamer was taken over in a good river-
worthy condition immediately ollow:ing an annual survey com-
pieted on 17h Seplembe:. 1983 There thus arese no question of
a>king the competent Authority to reduce the compensation. On
the other hand. the cuwrerz of the vessel made a detormnined effort
for upward revisien of the compersation on the plea that the Com-
pany was incurring heavy r-s «f carning due 1o the requisitioning
n? the vessel. The owrors ropresentation was, however. rejected.
The vessel wasz taken rovr <h-riiv after an xtensive o~ erhaul by
s owners and the extnt ¢ repaivs whivh became neciossary wWas
nct abnormal.

3173 The Committer aesien 0 Feows the reagance Lo et dre,
docking the steamer © v b tury U tne sarvey The Maaistre of
Transpirt have stated mooov s e oot Wheh nepotiatio ns
for recusitioning the vewel e sons e ot was oeaded inoa
meeting held orn 28:5.0008 - v b v Chairmanship 7 Principa!
Officer. Mercantile Mazine Depuzo= o1 *hat the river- corthiness
and fitness of the vessel wiuid L. cornfed by a Survever  of
Mercantile Marine Department vwhe woue then  carrying out the
annual survey of the vesse! and thae the army authorities weould
return the vessel, under o ecertificate f the Mereantits  Marine
Depariment in the same condition in which it was being taken
ever. In view of this and the fuct that the vessel was last dry-
ducked n 2nd Mav. 1962 und dry-dncking is compulsory onlv at
four-vearlv intervals. it was not considered necessary to insist on
dr v-docking the vessel for the purpose of the survey. Besides, dry-
docking being an cxpensive and time-consuming process, would
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have rendered it necessary for the Army authorities to get it dry-
docked whil¢ returning the vessel.”

3.174. Asked to state the operational considerations which made
the continued retention of thie steamer necessary from January,
1966 when the unit recommended that it may be derequisitioned,
till September, 1967 when 1t was actually de-requisitioned, the
Ministry have stated that the operational consideration was the
commitment of the unit to an operational role in the area in case
of any threat from the East. It was only when a part of this com-
mitment was decided to be transferred to the Border Security
Force in March, 1967 that action to de-requisition the vessel could
be undertaken and de-requisitioning ordered in April. 1967. The
vessel was handed back to the owners :n September. 1967,

3.175. In reply to a further question whether Government had
since examined the need for a vesse! o meet the training require-
ments of the unit and if so. the action iaken in this regard, the
Ministry have informed the Committee that "a paddle steamer is
required by an IWT Operation Company both for meeting it
operational role as well as for training of its personnel in steam
traction. The present tra.ning need (s, however. small as it is
confined . the refresher training of <he crew and the initial train-
g of mun who are recrusted subsequently. To meet this need.
+ATorts have been made to locate o small steamer. bu'  without
success.  Finally an arrangement has been negotiated with  the
North-Eastern Ratlway o train the o»orsonne! of the  Cperation
Company in Assam on their steam tugs from October, 1482 Effort
is also being made to arrange with the Central Inland Water
Transpart Corporation for training ‘nhe perzonnel of *ho Operation
Cempany Incated in Calcutta on their st am vesssls plvirg in Wes!
Rengal™”

3.176. The Committee cannot help expressing surprise over the
fact that Government incurred an expenditure of R<. 889 lakhs on
the hire charges. reprirs and maintenance of a paddle steamer cost-
ing Rs. 11.33 lakhs. During the period of three years from Scptem.
ber. 1964 to September, 1967, for which the steamer was hired. it re-
mained under repairs in three spells for a period of onc year after it
was hired. For the rest of the period it was used to provide training,
of which ns many as 7528 hours constituted “<tatic training with
steam on” and only 773 hours training “while plying”. The field unit
which was using the steamer had. as early as January, 1966, recom-
mended that the vessel should be derequisitioned as it was “inadvis-
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able” to use it “for transporting the infantry personnel.” It was also-
pointed out by the unit that “the cost to the Defence Budget on ac-
count of the steamer is considerable.” However, on ‘“operational”
considerations, it was decided that the vessel should continue with
the unmit till alternative arrangements were made. Ultimately, Gov-
ernment made arrangements with the Railways in 1968 to have the
personnel trained on steam tugs. The Committee fail to understand
why arrangements in this regard could not have been made much
earlier. The Committee trust that Government will draw upon this
experience and ensure that costly !apses of this nature do not recur.

Extra expenditure due to use of precast cement concrete instead of
stone for cdging of roads

Audit Paragraph

3.177. At a station. stone from local quarries was being used for
edging of roads. In October, 1964, the Commander Works Engineer
changed over from the use of stone to precast cement concrete slabs
for edging on the ground that suitable stone of required size and
specification was not available locally. Since the rate of precast
cement concrete slabs used (Rs. 138 per CFR) was over twice the
price of local stone (Rs. 50 to 64 per CFR) and as sufficient stones
were actually available in the vicinity the Engineer-in-Chief issued
instructions in October, 1965, at the instance of the Chief Technical
Examiner, to stop the practice of providing precast cement concrete
edging and use stone instead. The exrta expenditure incurred in the
meantime on the use of costlier precast cement concrete slabs for
edging in 6 road contracts has been assessed at Rs. 1.28 lakhs.

[Paragraph No. 25. Audit Report (Defence Services), 1968].

3.178. The Committee enquired to what extent the existing ins-
tructions empowered the local Commanders to change the approved
specifications of works. The Ministry have stated in a note that “In
accordance with para 26 of the normal works procedure, the Com-
mander Works Engineer is competent to depart from the specifica-
tions shown in the approximate estimate at the time the schedules
of work are finalised provided that:

(i) the deviations are necessitated by engineering reasons and
are not such as to alter the scope of the work:

(ii) there is no departure from authorised general specifica-
tions; and

(iii) the total cost of the project, as administratively approv-
ed, is not exceeded.”
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3.179. The Ministry further stated that instructions were issued
by the Engineer-in-Chief on 16th October, 1965 directing the Chief
Engineer “to stop the practice of providing pre-cast concrete edging.
These instructions have been complied with.” From a copy of the
instructions issued, the Committee observe that the Engineer-in-
Chief Branch held the use of pre-cast P.C.C. edging to be “a waste
of money” for the following reasons:

(i) “Ample stone is readily available in the vicinity™;

(ii) Provision of P.C.C. edging at the end of moorum berms on
both sides of the road is not “normal engineering practice”:

(iii) The work involved use of cement to an extent which was
not justified “considering the present emergencv and
shortage of cement.”

3.180. The Committee note that the local officer in this case depart-
ed from the authorised gemeral specifications for certain work with-
out requisite approval. In the result, an extra expenditure of Rs. 1.12
lakhs was incurred. The Committee would like the Ministry of De-
fence to examine in the light of all the circumstances of the case
whether any further action is called for.

Payment of excess demand charges
Audit Paragraph:

3.181. As per tariff of a State Electricity Board for supply of
electricity. demand charges were payable in addition to charges for
electricity actually consumed, at the highest of:

(i) the actual maximum demand recorded during the month.

(ii) 75 per cent of the highest maximum demand during the
preceding 11 months,

(iit) 75 pe: cent of the contract demand.

3.182. At a station while the maximum contract demand indicat-
ed by the Military Engineer Services to the State Electricity Board
in September, 1965, at the time of obtaining electric power, was 500
KVA. the connected load was only 250 KVA. The actual require-
ment was still less, being nct more than 100 KVA and the remain-
ing connected load was lying idle. But as per the tariff the de-
partment was billed demand charges for 375 KVA—75 per cen! of
the maximum contract demand. In June. 1966. the Garrison Engi-
neer requested the State Electricitv Board to restrict the contract
demand to 100 KVA which was agreed to. The extra expenditure
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on the payment of higher demand charges between September,
1965, and June 1966. amounted to Rs. 0.55 lakh.

3.183. The Ministry have stated that the higher contract demand
was intimated on the basis of anticipated increase in load. The
Electricity Board has also been approached to refund the excess
charges levied during September, 1965 to June, 1966.

[Paragraph No. &0. Audit Report. (Defence Services), 1968].

3.184. The Committee desired to know the basis on which the
original demand of 500 KVA was arrived at. The Ministry informed
the Committee that the Assistant Garrison Engineer concerned
worked out the load requirements as 500 KVA, taking into account
the then load of 250 KVA and an anticipated load of 250 KVA for
certain works which had been initiated. *‘The anticipated load of
250 KVA did not materialise due to change in operational require-
ments.” Asked when this change in operational requirements
occurred. the Ministry stated, “The change in requirements was
indicated by Headquarters.... . ... Command on 7th January, 1967.”
The Committee pointed out that against the connected load of
250 KVA only 100 KVA was used. It was stated in reply that “the
connected load was 250 KVA but a transformer of only 100 KVA
was installed at the time of taking clectric connection on 20th Sep-
tember. 1965. as the actual requirement then was not more than that.
The remaining connected load was idle as the airfield was not in

actual use. though it has to be kept in a state of readiness for use
at short notice.”

3.185. Asked if the State Electricity Board had since agreed tn
refund the extra payments made on the basis of 75 per cent of th:
maximum contract demand. the Ministrv have stated in a note that
the Board had agreed to refund an amount of Rs. 47,714 for the
period from 4th June. 1966 to January, 1967. Out of :his, a refund

of Rs. 35.284 had been made and the balance was to be adjusted in
subsecuent bills.

3.186. The State Electricity Board had however not yet agreed
to refund the excess charges amounting to Rs. 0.55 lakh for the
period 20th September, 1965 to 3rd June, 1966 and the matter is
being taken up at Government level.

3.187. The Committee observe that an Air Force Station paid elec-
tricity charges from September, 1965, till January, 1967, on the hasls
of 75 per cent of the maximum contract demand, viz. 500 KVA, though



115

the actual consumption was not more than 100 KVA. It has been
stated that the connected load was 250 KVA and a further load of
250 KVA was anticipated. The anticipated load did not, however,
materialise due to a change in operational requirements, which was
“indicated” by the Command Authorities in January, 1967. It is not,
however, clear how, when the change in operational requirements
was “indicated” only in January, 1967, the Garrison Engineer could
have approached the Electricity Board for scaling down the contract
demand to 100 KVA even in September, 1966. The Commiittee would
like the Ministry of Defence to examine whether there was a failure
to scale down the demand sufficiently in time.

3.188. The Committee note that the excess charges for the period
June, 1966, to January, 1967, have been refunded or are likely to be
adjusted but that the State Electricity Board have not agreed to re-
fund the excess charges levied for the earlier period, viz. September,
1965, to May. 1966,

3.189. The Committee would like the guestion of refund of excess
charges for the period September, 1965, to May, 1966 to be pursued
vigorously. They would also like the Ministry to impress upon the
authorities concerned the need to assess their requirements wmore
realistically.



CHAPTER IV
NAVY
Lack of proper planning in construction of a jelty
Audir Paragraph

A jetty constructed at a cost of about Rs. 1.75 creres and handed
over to Naval authorities in April. 1966, is lving practically in-
operative en account of accumulation of silt.

4.1. In May, 19539. Government sanctioned the construction of a
jettv at a newly established Naval armament depot ro provide for
loading and unloading f{acilities for ammunition t¢ and from ships.
Its design was based on tidal model experimenis carried out by
the Central Water and Power Research Station. The design con-
sisted of an initial open bridge for the first 2.000 feet and rubble
mound for the remaining 3.000 feet with a pier of 250 feet by 50
feet at the end, and was expected to prevent heavy silt deposits
on the inner face of the pier. Initially it was contemplated that
loading and unloading at the pier would be carried ou! by barges
and tugs and a depth of 12 feet was considered sutficien: at the
pier end

42 Ir April, 1963, it was decided. after further experiments at
the Centrz. Water and Power Rescarch Siation. v extend the
rubble mound by 238 feet. increase the size of the pier to 400 feet
by 70 feet and to increase the depth to provide for the anchorage
of destrovers/frigates with a draught of 20 feet at the pier, to
facilitate direct loading and unloading of ammunition

43. Since the construction of the first 2.000 feet of bridge was
expected to take over 2 vears. the contract concluded in December,
1961 for the construction of the ietty permitted the cnntractor to
construct a temnorary bund alongside the open portinn af the jetty
to enable him ‘o transport material and labour required for the
simultansris constructior of the rubble mound and onen bridge
and also :~ speed up the work In January, 1964. Navul authorities
noticed tha' the presence of this approach bund had resulted in
accumulzticon of a considerable amount of silt. The temporary
bund was removed in February. 1965 bu' the aceumulation of the

116
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silt had reduced the available depth at the pier to only 6 to 8
feet. It is stated that the jetty is being put to limited use by
lighters and tugs instead of providing anchorage to destroyers and
frigates, as originally envisaged.

4.4. The problem of removal of the deposited silt is stated to be
under examination (January. 1968).

[Paragraph No. 23, Audit Report (Defence Services). 1968].

45. The Committee ¢nauired whether a proper survey and
investigation took place befors the project was undertaken. They
were informed that a studv of all relevant and available material
periaining to the survev of the arra was carried out and necessary
investigations made befire taking up the project. Asked whether
G vernment consulted the admirality maps nof this area before
undertaking the project, the representative of the Navv stated
thuat they did study the charts prepared by the Navy but they
were not detailed charts. He added “'In an area like this which is
not used for navigation. normally people do not take a careful
survey.” However. the advice of a retired Chief Engin~c- of the
B-mbay Port Trust. who was the Adviser for *he project. was
taken His preliminary report was referred to the then Chief
Eugineer of Bombay Port Trust in 195433, who suggested that the
ali.rment of the break water be studied on the new Bombay
Harbour model under construction at the Hydraulic Research
Station at Khadakvas'a, before final adoption. “Based on the re-
ners of the CWPRS, E-in-C vrepared a d-sign and estimates ard
the administrative approval by the Governmen: was based on thesc
estimates.”

48 To a question if anv alternative sites were considered, the
Ministry have stated that the jetty was required to serve a Naval
armamant Depot and the site had necessarilv to be as ~loze to the
N-:a! Armament Depot as practicable. The site having been fixed.
fve alternative alignments were considered and models were
studied hy CWPRS at Khadakvasla. The most suitable of them
was adopted on the recommendations of CWPRS.

47 Asked to indicate the circumstances in which the orizinal
schome was revised in April. 1963, to make the pier lonser and the
anchorawe point deeper, the representative of the Navy  stated:
“Actually in 1963, the proposal was to extend the rubkle mournd
by 238 £t . increase the size of the pier to 400 ft. x 70 ft. and in~rease
the depth to provide for the anchorage of destrovers/frigates with
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a draught of 20 ft. at the pier. These three were parl of a project
intended to bring the destrovers/frigates in a posiiion wiiere they
could be loaded directly..... But the original proposal did not con-
template a depth of 22 ft. at all; it only contemplated a depth of
12 11, in order to enable barges. tugs and lighters to take....
{stores) from the island to the destrovers or cruisers wherever
thev were .... When criginally this scheme was moated, it was
thought that with the know-how available at that time, this would
not be possible. So research was carried out by the Central Water
and Power Research pecple. Thev gave us the indication that it
would be possible to construct it. Therefore it was revised. Had
it been nossible in the first instance. this is what we would have
gone in for.”

4.8. The Committee were informed that according to the original
programme the expected date of the completion of the jetty was
31st Octuber. 1963. However. as the design underwent a change
and it was decided to extend the length «f the pier from 250° to
430", it was not possible to adherpg to this date. 'The construction of
buildings on the jetty. their electrification etc. could be taken up
enly after the Jetty was completed. The permament Jetty in-
cluding the open bridge. rubble mound and pier were completed
in April, 1966. The buildings elc. are expected to be ¢rmpleted by
December. 1969. The dredging for Mooring Pool etc. will be
completed one year after finalisation of the dredgin: pattern.
Dredging of the area in the vicinity of the Jetty has not vet been
undertaken because the silt pattern has not vet stabilised

4.9. The Committee pointed out that due to siltution the jetts
had rot been used and enguired what it would cost to remove the
s']* by dredging. The Department stated: “The guantity and the cost
¢! dredging now required tn be done cannot be estimated till the
¢iitztion in the basin has seitled down to o stabilised pattern and the

WPRS evelves a suitable scheme of dredging”

410 The Committee enquired what the rate of siltation in the
tasin (where the jetty svas located) was and how it comparcd
with siltation nearby. It has been stated in a nute *ht the rate of

siltation in the basin is stated to be 5 in a centurv. “Efforts are
Leirg made to ascertain the rate of siltation .... (ncarby)”

4.11. The Committee note that the Central Water and Power
Reccarch Station, who conducted experiments v ith different models
for 2he purpose of deciding on the most suitable alignment of th:
Jetty came to the following conclusions abnut the likely :i'tation:
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“It is tv he expected that the emplacemont of the breakwater
will result in the silting of the sheltered region. To investigate
the extent of this siltation, plastic balls were used in the Bombay
harbour meodel to study the nature of bed movement. Of Course.
no quantitative conclusions can be drawn fr..m these experiments;.
It was observed that the movement of plastic bails. indicatin:
velorities near the bed, was similar to that nf ti.e surface currents

w ta.fl

studied by means of floats. When alignment 4(b) (the aliznment
adopted) was put in, balls showing the least moverner: wearg con-
fined to the anchorage area which is obviouslv experied 40 it un
tn srrae extont, although, during ebb, these wis conzideranie
discharge between the shore and the southern tip of e promovzs o
Neverthel: w0 the azivantage of an open jettv t corness the ruhbis
mound woo teen when a part of the balls denosited in *he anchrran s
area [ound their way outside inte the main soveom by ralling oue
clong the nner face of the rubble . unit This advzataue was
inst wher the rubble mound breakwater staedl as in alignment
4(by, from the shore; onlyv a small guantisn { the  deposited sitt
could escope outside the sheltered area Ly the eddy prevailing i it
curing G- d: the ebb wags particularly  ineffective. These  tests
show that to reduce maintenance dredging. »n open portion in the
breakwater near the shore is beneficial. Tihe effect < leaving a
greater opening was also studied, ¢ ¢. alignment 4(¢). 12 which he
rubble moeund starts from the 3 ft. depth contour. It was obzerved
that this brings about only a shyght improvement over  aliznmerns
4(b). Nor did the alignments 4(d) & dte), vhich emjloved a o
Preagveater in addition to the weather breakwater, were any betltes
Thas, since the constectn noof an open etty below bew water muan
be more expensive than that of a rubble me cod alignnions 2y was
taken th be the mest advantigeous of 59y v

412 In reply  a gquestion whether the bani cut up by the
contractor was responshle for siitation and if o whether *he cost
of dredging should not be his Lamlinn, the Commuttee were inform-
ed: “The temporary bund was put up o order t enable simultanecus
construction nf{ the open portion of the jetty from the land-end and
the rubble mound from a distance of 205, The countract executed
by the Government with the contractor prvided for the construc.
tion of this temporary bund  The contract ¢ is not liable {or any
extra cost on dredging. The temporary bund can be said to have
induced siltation only to marginal extent inasmuch as the main
jetty structure is much larver and wonld have made greater con.
struction towards siltation™

4.13. The Committee enquired whether the construction of *he
temporary bund was included in the designs accepted by the
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engineering authorities. The Defence Secretary stated: “It was not
included in the design. But construction of a temporary bhund of
this type is a normal feature of construction because when vou
have to expedite construction. vou have to protect the works from
further damage and you can do that only by constructing this
temporary bund..... It was not part of the tender, it was part of
the contract...... The contractor was permitted to construct this
bund alongside the open portion of the jetty at the time of the
conclusion of the contract in December, 1961.” To a question at
what level the decision was taken, the Defence Secretary stated that
it was authorised by the Chief Engineer of the Project. In reply to
a question whether any other technical authoritv wes consulted,
the Committee were given an answer in the negative.

4.14. Referring to the Department’s view that the temporary bund
could have induced siltation only to a marginal extent, the Com-
mittee enquired what exactly their cxpectation was regarding
siltation at the time the construction of the bund was started. The
representative of the Navv stated: “When the construction started,
we did expect a certain amount of siltation. At a particular point,
when the process of siltation is complete—there is not much damage
done by the tide. The process of desiltation has started and whst
was land has become water. The whole siltation is moving out to
the sea. If this process continues, over a period of time, we expect
that the entire siltation will have cleared itself. 2 million cubic
yards have actuallv shifted out and the depth is increasing now. ...
This siltation is normial and inherent feature of any construction
which is subject to tidal streams. This was taken into considera-
tion.” In a note the Ministry have stated that “It is not possible tn
apportion gquantities of siltation induced on account of the temporarv
bund and the much larger rubble mound break-water.” In this
connection the Department invited the Committee’s attention tn the
report of the Central Water Power Research Station. which had
stated: “It is to be expected that the emplacing of the break-water
vill result in the silting cf the sheltered region.”

4.15. Asked about the actual rate of siltation desiltation before
and after the removal of the bund. the Defence Secretary stated
that the bund was constructed in 1961 and removed in 1965. The
rate of siltation in the basin was 1 foot per year. The siltation
increased upto March, 1965 and then it began to decrease. The
original depth was 12 feet and it came down to & feet in four years.
He added: “about this rubble mound, every body knew that the
putting up of this was going to cause a certain amount of siltation.
‘But if you put an obstruction in a natural way, it can cause siltation;
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when you remove it, the process of desiltation also will take place;
that also we knew. That process is going on now...... In 2} years
the desiltation process had got the depth back to 12 feet. This is
the situation that we always envisage.”

4.16. To a question whether the quantity of material to be used
for constructing the temporary bund was specified in the contract,
the Ministrv have stated in a note that the contract stipulated
dumping of stone rubble for the temporary bund and its removal,
but no quantity was specified. The actual amount of materials put
in by the contractor was 1.30 lakhs tons.

4.17. Asked at what stage the contractor was asked to rem-:ve
the bund, the witness stated that in January, 1964 when phase -1 of
the project joining the open bridge on the shore with the rubble
mound had been completed, the Naval authorities, were continuously
watching the progress through regular visits, asked the contractor
to remove the bund as ver the agreement. Further asked if any
amount had been paid for removing the bund, he stated that “the
whole thing was for both construction and removal...... In the
contract it was included that the construction of the bund and the
remova! of the bund would be his responsibility for which we have
paid Rs. 1.70 lakhs.”

4.18. Asked if it had been ensured that rubble and other material
used by the contractor for raising the temporary bund had been
fully removed and that it had not been washed back into the sea,
the representative stated that tests had been carried out to see the
soundings in every place to make sure that the rubble had been
totally removed. The contractor had actually utilised the material
for constructing the rubble mound which extended beyond the open
bridge. The Committee were further informed that after the
removal ¢f the temporary bund, a hvdrographic survey of the area
was carried out in 1966 and Januarv. 1968 and another one was in
progress. This was expected to be completed in January, 1969. The
findings of the Hydrographic Survey of January, 1968 were:

(i) The depths of 8 to 12 feet continue to be available at the
pier.

(ii) The accumulation of silt is on the decrease.

(iii) There is a noticeable movement of the silt deposited near
the shore towards the sea.
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(iv) The area where limited dredging was carried out for the
construction of the berthing pier has not shown any
appreciable siltation.”

419, The Committee pointed out that an am.unt of Rs. 13.8 lakus
was reserved for further dredging and asked whether it would be
sufficient. The representative of the Navy stated that it would
depend ex*irely upon what the dredging pattern was. The quantity
of silt o was required to be removed was about 3! lakhs cubic

420. Tre Committee enquired how much time it would take
te complets the investicatien regardaing siltation and start dredgirg
sy that the i<ty could ve put io use s early as possible. The repre-
sontative of the Navy stated: “If we put in our dredgers there
tomorrov. :nd start capita. dredging certainly we can remove all
this silt anl the jetty will be ready for use in six months' time
depending :.. the number of dredgers we put and the effort we
put in. Bu: if we do that it will be a total waste of effort because
we will go on dredging haphazardly without following any particular
pattern. We considered that it would be much better for the
research pe-ple to work out. carry out trials and give us the actual
pattern of capital dredging so that it is done scientifically. Wa
cannot sav what will be the period of time for this research to take
place and how long it will take for the nascent state of silt to setile
down.” On Committee’s pointing out that, if that was the position,
the stage was far off when frigates and destrovers would be able
to go right upto the pier. the Defence Secretarv stated: “The projnct
is rot vet completed. We have reached a stage when we can use
the jetty for lighters. barges. This is auite in line with the original
us that we intended the jettv to be put to. We are enlarging it for
us.ng it for destrovers ete. That would be possihle anly after o -
pletion of further civil works conseguential ¢ whiteveyp the ree
mendaticr -4 the Research Station would be”

421. To. 2 guestion t» what use the jettv was being put 0 at
present. the renresentative of the Navy stated that thev had veachied
the first phase of construction of the jetty, that is, it was being
operated for loading the barges with stores which was then trans-
ferred to ships anchored at a distance. It was inoperative in the
sense that the destroyers and frigates could not directly berth along-
side to load the stores. To a question if thev hoped to succeed
in respect of this project, the representative the Navy stated: “I am

quite fully convinced that we will succeed, Sir. I have no doubt
about that whatsoever.”
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422. The Committee drew the attention of Government to the
fact that a foreign firm was engaged in quarrying and dredging
operations in the area and enquired whether considering that the
Naval Depot was located there, a security risk was not involved.
In a note, the Ministry of Defence have stated:

“A foreign firm....... has been given the contract under Stage II
of the Naval Dockyard....... for the construction of the South
breakwater. Quarrying of stones for this project, as per the terms
of the contract, is to be carried out in the...... Island. For that
purpose the said contracting company has been allowed to establish
a temporary camp in the...... Island. The Contractor had quoted
two separate rates depending upon whether he would be allowed
the use of quarry and temporary jetty at..... or not. The rates
based upon such uses were far less than the other alternative and
it was in the Government's interest to accept the first alternative.
No land has been granted to this company in the protected area of
the Naval..... Depot...... Only use of some land in the residential
areas has been permitted for construction of a temporary camp. In
this area no security risk is involved.

423. The contractors have been permitted the use of the quarry

in the...... Island and to convey the stones to the construction site
of the South breakwater. For this purpose. use of the temporary
Jetty.... .has been permitted. According to terms of the contract

the contractors have been allowed free use of the existing small
jetty inside the Naval area and have been permitted to carry out
necessarv dredging and extensions thereto with prior approval. The
modified jetty, except cranes and other appliances erected by the
contractor, shall remain the property of the Navy. All necessary
dredging for use of this jettv including maintenance dredging of its
approaches is being carried out by the contractors at their own
expense.”

4.24. The Committee observe that a jetty built for the Naval
authorities at a cost of Rs. 1.75 crores has not become fully operative
as a result of siltation. In the Committee's view, this situation arose
because of inndequate attention to the location and desizn of the
jetty. Government were aware that the silt in the basin where the
jetty was constructed “is in a nascent stage” and had not stabilised.
Besides, experiments conducted by the Central Water and Power
Research Station with different models for the purpose of deciding
on the most suitable alignment for the jetty had indicated that silta-
tion occurred with all the alignments and that the most advantage-
ous course was to have an open jetty below low water which would
however ‘be mare expensive’. The Naval authorities could have, in
the light of these observations, reconsidered their scheme.
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4.25. 1t is also surprising that after having consulted the Central
Water and Power Research Station on the most suitable design for
the jetty, the Naval authorities did not take their clearance beforo
agreeing to the construction of a temporary bund by the contractor
for the purpose of execution of the work. It is significant that, after
this bund was put up. siltation increased, reducing the depth from
12 feet to 8 feet in four years.

4.26. The Committee note that experiments conducted in 1968
show that the basin is getting desilted and that at present the jetty
is being used for loading and unloading barges. The Commitice con-
sider that before incurring heavy capital expenditure in providing
handling and other facilities at the jettv. Government should make
sure that the jetty will have a draught of 20 feet at the pier to permit
direct loading and unloading by destroyvers and frigates.

Delay in construction of seaward defence boats
Audit Paragraph :

4.27. In March, 1960, Government sancticned the construction of
3 seaward defence boats in India at a cost of Rs. 60 lakhs (subse-
quently revised to Rs. 78 lakhs). The order for construction of
these boats was placed. on the Garden Reach Workshop. Ltd,
Calcutta. a public sector undertaking. on 17th December, 1962, with
expected delivery in August-December, 1964. Initially it was pro-
posed to utilise indigenous steel in construction of the boats but
in May, 1963. the workshop was asked to arrange for import of the
required steel through the Iron and Steel Controller for which an
import licence was also issued to when in October, 1963. The
workshop tried to procure the steel and when their attempts failed,
they asked the Naval Hearquarters in January. 1964, to arrange
for supplies from abroad through the India Supply Mission. Ac-
cordingly, steel valued at Rs. 1.795 lakhs was imported and sup-
plied to the workshop by the end of 1965. The keel was laid in
June, 1966. and the boats are expected to be ready for trial by the
m.ddle of 1968. In the meantime machinery, equipment and cer-
tain weapons costing Rs. 41 lakhs procured by the Navy during
1962 to 1967 for installation in the boats have been lying idle due
to delay in their construction.

[Paragraph No. 11, Audit Report (Defence Services), 1968.]

4.28. Explaining the reasons for the delay of about three years in
placing of orders for construction of the boats after receiving Gov-
ernment sanction in March, 1960, the Ministry have stated in a note
furnished to the Committee that the sanction for the construction of
the three Seaward Defence Boats as issued originally on 16th March,
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1860, contemplated the construction of the boats by shipbuilders in
India through the Director Geiiz:ul of Supplies and Disposals. In
April 1960, the Garden Reach Workshops Ltd. and Mazagon Dock
Limited, Bombay were taken over by Government of India and a
policy decision was taken in May. 1960 to the effect that all orders
for naval works should be entrusted to these two Companies. Even
prior to this policy decision, in April, 1960, Naval Headquarters had
floated preliminary enquiries with the Garden Reach Workshops who
informed them in November, 1960 that due to the heavy pressure
cf work in their Estimating Section, they would not be able to sub-
mit their estimates before end of December. 1960. Meanwhile the
Naval Headquarters undertook a revision of the specifications of the
Seaward Dcefence Boats in the light of various advances made by
the ship-building industry in India, and their own experience with
the earlicr seaward Defence Boats built in India. This revision of
specifications which involved a complete change of electrical equip-
ment and the substitution of indigenous equipment for imported
ones, was intimated to the Garden Reach Workshop as and when
modifications were decided upon. The first quotation from Garden
Reach Workshop was received in June. 1961, Various technical and
cisting details of the firm's offer had to be obtained and further
correspondence entered into with Garden Reach Workshop. The
final quotation was received from the firm in January, 1962. This
war considered in detail by Naval Headquarters and the Ministries
of Defence and Finance (Defence) and the revised Government sanc-
ticn was finally issued on 4th December, 1962. Thereafter orders
were placed on Garden Reach Workshop on 17th December 1962.

4.29. In reply to a further question the Ministry have stated that
the work of revision of specifications was taken up on 24th May 1960
and completed on 1st January 1962. The specifications and equip-
ment for the earlier Seaward Defence Boats constructed in India
were based on direct current supply. However, when the Indian
marine electrical industry develoned, it concentrated on the develop-
ment of alternating current equipment in accordance with trends
abroad. With a view to conserving foreign exchange and utilising
Indian equipment to the maximum extent possible. the specifications
were altered and modified to suit alternating current instead of
direct current.

430. Asked whether any efforts were made to obtain the steel
required on a replacement basis, from sources other than trade eg.
Vizag Shipyard. Mazagon Docks Ltd, etc, to avoid delay in the
construction of these boats, the Ministry have stated that no such
efforts were made since the thickness and sizes of the steel plates
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required for the seaward defence boats, were much smaller than thoge
used by the Hindustan Steel Ltd., and Mazagon Docks Ltd., for the
construction of ships of much larger tonnage than Seaward Defence
Boats.

4.31. The Ministry have further stated that the specifications for
the Seaward Defence Boats were obtained from the U.K. Minisury
of Defence (Navy) and were based on the foot pound system. The
Indian steel Industry was originally producing steel in accordance
with the foot pound system and the Naval Headquarters did not,
therefore, anticipate any difficulty in regard to indigenous availa-
bility, particularly because steel of the required specifications had
been made available by the Indian stcel producers for the Seaward
Defence Boats previously constructed for the Indian Navy. How-
ever. by the time the order was communicated to the builder, the
steel rolling mills in India had switched over to the metric system
and due to further rationalisation of sizes by the steel industry, the
steel requirements for the Seaward Defence Boats which satisfied the
weight specifications could not be met indigenously.

4.32. Asked whether the question of making maximum use of the
indigenous equipment was considered, the Ministry have stated
that before issuing the sanction. the Director of Stores Production
(Navy) who was then the prescribed authority for clearance for the
indigenous angle. had been consulted irn September, 1859, Later,
while revising the specificzt:ons, maximum use of indigenous elec-
trical equipment was made. Orders for the machines equipment
and weapons which had to be imporicd were placed between
Januarv, 1961 and February, 1965.

433. The Committee are further :nformed that the warrantyv
period for the equipment which comprises more than 600 items
ranges from nil to one vear and has already expired in the case of all
items. The amount of foreign cxchange involved is stated to be
approximately £3.06.160. Asked whether at the time of placice the
orders, it was not known that the construction of boats would be
delayed, the Ministry have stated that “.“au:h it was real.sed that
the project would be subject 10 some delav. the extent of such delav
could not be unticipated.”

4.34. Asked ahout the latest position. the Ministry have stated
that the trials of the boats expected to commence from December,
1868. The main reason why the trials could not he condicted in the
middle of 1868 as anticipated, was the deln: *ha* neenrred in  the
supply of the items which the Navy was required o supply to the
bui}der. This delay occurred as a result of difficulties exp'ericnced
in identifying and checking the serviceability of the stores to be sent
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to the builder from time to time as well as difficulties in regard to
the availability of suitable rail transport. The boats are now like-
ly to be commissioned by the middle of 1969.

4.35. Asked whether any alternative arrangements had been
made to meet the defence requirements tiil the boats are commis-
sivned, the Ministry have stated that the existing ships are put to
more extensive use as and when necessity arises.

4.36. The Committee observe that the three Seaward Defence Boats
which were cxpe~ted to be delivered to the Navy between August—
December, 1964, will now be available only in the middle of 1969 i.e.
after a delay of about 4} years. This delay was, in the main, due to
the time taken in the revision of specifications and in importing steel
of the required specifications,

4.37. The Committee note that, within two months of sanctioning
the scheme, the Naval Headgquarters undertook a major revision of
specifications which took as much as 11 years to complete. The Com-
mittec can only conclude that duc note was not taken by Naval Head-
quarters/Ministry of Defence at the time of sanctioning the pro-
ject in March, 1960, of the advances made by the ship-building indus.
try in India and of their own experience with the Seaward Defence
Boats built earlier in the country.

4.38. The Committee further note that, though the Garden Reach
Workshops were issued a licence for import of steel through the
Iron and Steel Controller in October, 1963, supplies were actually
received only towards the end of 1965. Thus, a further delay of
more than two years was caused.

4.39. The Committee are constrained to observe that, as a result of
delays due to various factors and at various stages, machimery,
equipment and certain weapons costing Rs. {1 lakhs acquired fer
installation in the boats, are lying unused. The warranty peried
for these items of supply has already expired. Even when it became
obvious in May. 1963, that there would be delay in construction due
to steel having to be imported. Naval Headquarters/Government did
not take any measures to reschedule the delivery period of these
stores.

4.40. The projoct thus appears to the Committee to have been com-
ceived in a hurry and executed at leisure. The Committee would
like Government to snalyse in detail the reasons for delays of this
nature and take suitable remedisl measures. They would impress
upon Government the need for more careful planning and coordi-
nation between the various agencies so as to avoid recurremce of
cases of this nature.



CHAPTER V
AIR FORCE

Loss of aero-engines and delay in repair of trolleys

In the following 2 cases. Dcfence stores received from a foreign
source and landed at lnaian ports were either not claimed or were
traced after consideravle delay. resulting in loss ur damage amount-
ing to Rs. 7.33 lakhs : —

Name of Stores Br.«f particulars

and Value.

Aero-engines 2 sparz avic cnguowes vidaed at over Rs. 7
(Rs. 7 lakhs) lakhs shippued from a foreign country after over-

haul. 1n M. (Jul n 4 packing cascs could nut
be traced a: 3ombay pori and were declared us
short-landed. The packages were actually land-
ed at Madras pert As their outward apprarance
indicated ‘hai ihe package. Lelonged to Defence,
the por: autlorities notified the Embarks on
Comn:cnder, Muadras 12 Mav, 1964, 1o take deli-
very of the parrages within 10 d.vs, The
packajrs were stated 1o have been examined by
the Embarkation Cormmander on receint of
rotice from the Port Tru- St be could  no
identify tiem as Defen~e tores. Since,  how-
ever, no reply was reerierd from the Embure

tion Comam-nder, tno unclar ed packages were
auctioned by the Port Traer in July, 1984 The
packages passed to the cuttody of a private firm
who paid Rs. 2320 for them. In Novembher,
1964, the pickages were cffered by this nnvate
firm for sale *o the Indian Air Foree  Tho teche
nical speci-tietn of the Air Frree. hivwerer, held
that the enrnes cou'd net be made use o7 as
whole engines bacance thev had b oen lying with
the firm f-r 5 lorz 4ime without proper storsge
precouticns. But with 2 view to rotrieve  the
seviventle narte ac offer f Re 2320 for the
Fackages was made to the firm in July, 1967
The matter is still under nemntiation.

128
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Nature of stores Brief particulars

and value.

Ammunition 2 trolleys procured for handling ammunition
trolleys to aircraft were landed at Bombay port in Sep-

(Rs. 0.23 lakhs). tember, 1957. They were traced by the Embar-
kation Commundant only in December, 1962, and
sent to thr corsignee in Junc. 19€3. On receipt
in the depot in July 1963. they were jound to
be badly ‘tama ed by corrosion due 1o the efiect
of sca water ard were categorised as repairable.

The equipment has not heen repaired so far
(January. 1968) though in the meantime in May.
1965, two more trolleys have been purihased, to
meet operational requirements, st a cost of
Ra 075 lukh, frim the sume ¥ oreign source.

The reasons for not repair.g the  trollevs
and the circumstances in waich the Embarkation
Commandant did not clear the trollevs in time
are being jnvestigated.

[Paragraph No 19, Audit Report (Defence Services). 19681

) Aero-Engines

5.1 The Defenie Secretary nformed the Committee tha' the
packages contunng the asro--ngines were shipped from France to
Bombay an May, 19620 By Lcadent” the steres got off-loaded at
Mad-as irxtest of Bomouy., The Embarkation Commandant Bom-
Huy. who was unable te trace the packages, therefore, tuok up the
matter with the shippers. who said that “they hid =0t been off-
loaded at any ether port” The sivppers also accepted habilits on
the basis for compensatize § ¢ these package: amounting to 1300,
whych was their maxamum hadaliy under the Gold Clavse 3 voes
mernt

52 In repiv to a question, wherher the chany - in dest:nation was
mtimated to the Defence anth. ities the witres stated 1 do net
think that in this case the cianse of Jestnativn: was made delibe-
tately * Te g further guession when the ship touched Bombay and
Madras, it has Leen stated in a pote that the <hip “S& Indian En-
deavour” reached Bombar on 27th NMay. 19620 “The . hip di1 net
call at Mudras”,  but “confir-tinn chrification in this reqactois
being obtained by the Minist~y { Transport from Madras Purt
Trust”" The Ministry of Transport have on this point stated that
“the required information is being collected.”
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5.3. The Committee enquired whether advance intimation of des-
patch of consignment was sent. The Defence Secretary replied in
the affirmative. In a note, it has been indicated that this intima-
tion was given on 11th May, 1962 When the “High Commission in
UK. intimated to Air Headquarters the despatch <-tails of engines
S. No. 286 and 1083 shipped S. S. Indian Endeavour ex-Dunkirk on
23rd April, 1962.”

5.4. The Committee enquired whether the packages did not con-
tain markings to show to which place they were consigned. They
were informed that in the normal course all packages had such
markings, but in this case the markings on all the four packages got
“obliterated”. The Defence Secretary further expluined fhat “in a
case like this all we could do was to find out from th. manufacturers
about the details of despatch anu irom the shippers as to the ship
by which they carried it and off-loaded and where” and this was
done. The Committee enquired whether the circumstances leading
to th obliteration of the markings had been investigated. It was
stated that this was referred to India Supply Mission, who procured
and shipped these stores but they said that “it is not clear how
the markings on the case disappeared.”

5.5. The Committee enquired why when auction notice about
these packages was received from the Madras Port Trust, they were
not taken possession of. The Defence Secretary stated that the
notice from the Madras Port Trust was received in May, 1964. He
added: “If these consignments had markings that they pertained to
Defence property, it would have been easier. The markings were
not there and it was understood from the reports that these were
tanks...... Nobody knew what was inside.” The Defence Secretary
further stated “Actually on receipt of the notice, the clearance staff
at Embarkation Headquarters examined these four cases on 20th
May, 1964 and after inspection the auction notice was returned to
the Port Trust without any further action.”

5.6. The Committee enquired what led the inspecting officers to
the conclusion that these packages were not defence property. The
Secretary stated: “I can only say from the inspection report of the
two officers who examined it:........ ‘No markings, no indication
that these are the property of Defence’. The Port Trust have given
these: ‘Steamers Name : unknown. Date of arrival—blank. Mark-
ings—Blue and white strips or nil. No. of packages—four tanks.”
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5.7. The Committee enquired why it proved difficult to identify
these packuges as Defence stores, when the Port Trust had stated
that the packages belonged to Defence. The witness stated that the
notice issued by the Port Trust was “a general notice under Section
58” which was issued to all shipping agents. “I do not think that
that would indicate that the Port Trust thought that they were
defence stores.”

5.8. The representative of the Madras Port Trust explaining the
position stated: *“These four packages that were there did not bear
any markings. They were not cases or crates; they were steel tanks.
The packing was like hat of tanks, completely bolted-and nutted.
We tried to decipher what was written there but it was not possi-
ble (o read it. liowcver, the colour of the packages was something
lik> sreyish khaki which being normally Defence colour, we thought
th.. they might be interested in it. That is why we gave them
that notice. We wrote to them and asked them to inspect these
packages and see whether they pertained to their consignment.
Actually, these four packages were originally consigned to Bombay
but were landed at Madras without any documents.” In reply to
a question why the packages were not opened if there was Joubt,
the witness stated: *“Unfortunately, we do not have the authority
to open any package. It is only the Customs who can open the
packagss. Secondly, even if we had opened the packages, we did
not have any machinery to tell us wheth~r they were aero engines
or loco engines or whatever they were.”

59. The Sccretary, Ministry of Defence explained that the De-
fence authorities did not open these packages; unless they were
in a position to claim ownership “it would not have been possi-
ble” to open these consignments. Besides “nobody would allow us
to open a package unless we reseal it in the same way and we found
that it would not be possible to do so on our own resources.” The
Secretary further stated that the party who bought these stores at
the auction was able to identify it as Defence stores because while
trying to open the cases, he found some literature which indicated
that these stores belonged to the Air Force.

5.10. The Committee enquired from the representative of the
Port Trust whether the customs authorities were approached for
permission to open the packages. The witness stated that the Cus-
toms authorities had appraised the goods and fixed the value as
Rs. 4,000. The Committee pointed out that the packages were sold
with their seals intact. They enquired what kind of examination
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took place prior to fixation of the value. The witness replied, “Open-
ing and examination of the contents is always done by the Customs.
In this particular case, I am not sure whether they opened. I am
rather doubtful, but they had certified the value as Rs. 4,000.” The
Committee asked for a note from the Ministry of Finance on the
point whether the packages were actually opened and if not, on
what basis value was assessed as Rs. 4,000

5.11. The Department of Revenue and Insurance have, in a note
stated as follows:

“It has been reported by the Collector of Customs, Madras, that
the origin of the goods or the Steamer by which the four boxes
were broight to Madras Port are not known. Beiore the packages
were put up for auction by tne Madras Port Trust in 1964, the
gods were inspected by the Customs Shed Examiner on 15.1.1964.
The puckages appeared to him to be big iron tanks by their outward
appeararc: and size. They were not suspected to be containing any
cargo and wer> therefore not opened. Moreover, there were no
faciliti-s for opening containers of th:at size and type in the Har-
bour.

“Tke Custem: Appraiser. after inspecling the packages recorded
forit..r on the BiYl of Entry these remark:. “Appears to be Defence
Cargo. withdraw and enquire” It appears that the Embarkat: n
Commandant was informed by the Maidras Port Trust and the goods
were inspected by him. Since the packages vrore not claimed by the
Defence Departmsi:t. the geods were put up for auction by the
Madras Port Trust.

“In the circumstances, the four container; were appraised os :.on
tanks [al'ing under itm €3(28) I.C.T. and the fair price was esti.
mated 1 Iz 4,900 and the reserve price wos fixed at Rs. 4,000
These were ultimately rold in auction for Rs. 1239 in fuly, 1964 as
that wi: the highe:! offer till that date”

5.12. The Cumnutiee pointed out tn the representative of the
Port Tr::t ¢hat these goods were received in 1962 and it took the
grester part of two years to discover the packages in an iren dump.
The witnes: clarificd that ‘iron dump’ is “a nomenclature given to
a particular area where unc'»2red packapes are stored” He added
that rerma'ly it took four months to clear unciaimed packages, but
“at that particular time” there was “heavy cnneestion in the port.”

5.12. The Committee pointed cut that these stores were not actual-
ly consigned for Madras Port and enquired how it came to be un-
loaded there. The witness stated that it was “fust possible” that the
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markings had got obliterated even before landing. To a further
question whether there was no procedure for checking landing of
goods not consigned to the place where they were actually unload-
ed and whether in such cases, the Port authorities did not have

instructions to carry out a survey expeditiously, it has been stated
in a note as follows:

“The goods unioaded from the ship are delivered to the respec-
tive consignees on completion of the Port Trust documents and
release of the goods by the Customs on the Biil of Xntry. The out-
turn for the ship is drawn at the end of a month from the date of

completion of discharge. It is then that an excess landing or short
landing could be checked.

“Ordinarily, before landing goods that do not pertain to this
port, the Steamer Agents take permission to land such goods. The

Port Trust does not give this permission unless landing has been
permaticd by the Customs.

N¢ purmizsion tor landing these pack-
ages 1s on record.

*Of course, duc to error on the part of Stevedore: Steamer Agents,
other Ports’ packages are landed alongwitnh the Madras packages.
Such packiges are shown in the outturn, whercupon the Steamer
Agents are to maxke necessary arrangements (0 re-ship them. In
this case, the pavkages missed the outturn on account of the non-
availablity of the marks and stencillation: of Steamer's name. Bring-
ing the uncla:med stores for disposal vy sale generally takes abcut §
to 6 montns from the date of ianding on account of the statutory
requirements on notice of sale, pgazetting, examiration and appraise-
ment etc. Until the beginning of 1974 auctiors were being held only
in alternate months. There was no auction from Novempver. 1937 to
December. 1958 due to dispute with the Customs over the procedure
for auction. During this periia there wus heavy congestion in the
Harbour. The troffic in general cargo including structurals and
iron materials was qui‘e heavy even during 1964, The clearance
was also si'w. On account of the back-log of the arrears, generally
the unclaimed goods could not be brought for auction until after a
year or more of the actual date of landingz. On accocunt of this
delay in the disposal of the goods and mounting arrears of unclaimed
stores, more frequent auction sales were re-stored to. Therefore,
since January, 1964 auction is being held every month. Even then
goods once withdrawn or goods that are not sold in an auction culd
be re-listed only in the next but one auction on eccount of the normal
procedural delay of gazetting the sale again. This had now heen
overcome by procedural adjustment. Since January, 1967 goods
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once withdrawn or that are noi sold are being re-listed in the next
auction itself. The present position is that except for a few stray
cases held up on account of specific reasons as being sub-judice or
pending adjudication by the Customs, etc., the unclaimed goods are
being disposed of within about 6 to 9 months. Even after bringing
the goods for sale, actual disposal takes a longer time on account of
want of bid or more often on account of the Customs not releasing
the goods.”

5.14. The Committee enquired why after the packages were traced,
nc efforts were made by the Port Trust to contact the consignees.
The witness stated that the Port Trust did not know who the con-
signors or consignees were and, therefore, wrote to all the shipping
agents.

5.15. The Committee enquired why there was delay in claiming
compensation from the shippers. The Defence Secretary stated that
the shortlanding certificate was given by the Port Trust on 7ti: De-
cember, 1963 and the shippers offered the compensation duc in
terms of Gold Clause Agreement on 21st May, 1964. The Embarka-
tion Commandant had addressed the Port Trust for shorlanding
confirmation on the 11th December, 1962 itself. As regards the
quantum of compensation. the 1.S.M., London were examining “the
feasibility of claiming reimbursement of £10,650. which is the maxi-
mum that can be reimbursed. The claim has heen mnde and we
are awaiting a reply from the IS M.” He indicated further that this
amount might be forthcoming from the Marine Insurance Frind (a
Government constituted fund).

5.16. The Committee enquired whether this case did not disciose
defects in svstem needing rectification so that in future such losses
could be avoided. The Secretary, Ministry of Defence stated:

“The point is that these are normal procedure of despatch of
goods, and safeguards are all provided in the agreement. Once
these goods leave the factory and are loaded on the ship, it becomes
the responsibility of the shipping agents and the shippers to deliver
them at the port to which they are consigned. IT they fail in that,
all that we can do is to invoke the clause which is contained in the
international Act which operates in every case. The only alternative
for us to safeguard ourselves would be to insure it further, but the
Government have decided as a matter of policy not to insure it be-
cause the coverage is so vast that the cost of premimum on every
tvpe of goods insured would hardly be worth-while.” The Secretary,
hnwever, stated in reply to a further question: “Actually, I think
we have now to reorganise the Embarkation Command procedures
ete. to take note of these happenings and also to provide against
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such things and to provide for a more accelerated procedure for trac-
ing missing consignments etc.”

5.17. The Committee invited attention to their recommendations
in para 1.14 of the 15th Report (Fourth Lok Sabha) about the need
for streamlining procedures in the Embarkation Commandant’s Or-
ganisation and enquired what steps had been taken. The Secretary
replied: “In pursuance of the recommendation, we have already
systematised the procedure of the embarkation to provide against
things being lost sight of; secondly, also accelerating the process of
clearance and also accelerating the process of getting certificates sv
that we could put in our claims without delay.”

5.18. In a note indicating the remedial measures taken to ensurs
that defence steres do not pass into unauthorised hands, the Ministry
of Defence have stated as follows:

“As regards the defence equipment received from abroad, the
landing Officers are basically required t» have advance information
of the details of the stores expected ex a particular vessel. As far
as possible. necessary arrangements are mude to supervise the land-
ing operations to ensure that all the manifested stores. as per the
available information/documents, ire lad>d. The shertlandings are
reported to the Carriers at the earliest passible opportunity to ensure
their delivery. The stores, on landing. are entrusted to the port
awthorities for complet:on of varicus shupping formalities prior to
their clearance from vort custodv. Expeditisus steps are taken by
the Defence authorities to clear the Defance sinres from the port
custody. Cases of pilferage/luss are investigated by the port autho-
rities through the police. The Embarkation authorities extend
maximum assistance to the port trust staff to trace the missing
Defence stores.

“In regard to the Defence equipment sent abroad. a copy of the
invoice is sent to our Service Adviser concerned in the country to
which the equipment is consigned.

“l. may be added that the instance of the aero-engine was the
only one of its kind in several vears where a package containing no
details eventually turned out to contain Defence stores. It has,
however, been decided that, in futire. ~uch 2 >=7ig 2ments notified
under Section 58 of the Madras Port Trust Act, should be opened
by Embarkation Headquarters staft before ignoring the statutory
notice of the Port Trust. The advisability of issuing similar instruc-
tions to other Embarkation Commandants is also under examination.”

5.19. The Committee enquired whether the Air Force had pur-
chased these stores from the party who obtained it from the Port
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Trust. The Ministry of Defence nave in a note explained the
position in this regard as under:

“It was explained to the reprusentative of the firm that although
the Indian Air Force had no requirement for these engines, he could,
if he so desired. maake available the cngines at the appropriate Air
Force Depot where they could be stripped open at the risk of the
firm to sce whether there were any parts which could be utilised
as spares. It was also mentioned that a reasonable price couid be
negotiated for such of the items as were found useful for retention
by the Indian Air Force. Even though the firm had agreed to con-
vey acceptance of the above arrangement, no cuommunication was
received from them till 9th October. 1968. when the matter was
treated as ciosed. The firm was informed accordingly. No further
communication has since veen received from the firm.”

5.29. The Committee observe that a series of lapses on the part of
different authorities led to a valuable Defence consignment passing
into unauthorised hands and Government sustaining a loss of Rs. 7
lakhs. The stores were consigned to Bombay in April, 1962, but
were apparently not off-loaded there. The Port Trust authorities at
Madras who got this consignment some time in 1962 allowed it to
remain in an ‘Iren dump’. “where uncleared packages are stored”,
for the best part of two vears. before deciding to put them up for
auction in May, 1964. as unidentified and unconnected stores. Ac-
cording to the procedure, they were required to check the “outturn”
from every ship by the end of the month from the date of completion
of discharge. This they failed to do and the conmsignment also
“missed the outturn”. resulting in its being dumped in their premises
for about two years. The customs authorities, who cleared the con-
signment prior to its auction. appraised its value as Rs. 4,000 but
did not apparently even open the consignment. Had the consign-
ment been properly examined it would have been identified at leaat
at that stage.

5.21. One aspect of the case in particular needs close investigation
by Government. It was stated before the Committee that the com-
signment got off-loaded at Madras instead of Bombay “by accident.”
The Committee, however, observe from the information furnished
by the Ministry of Defence that the ship by which the consignment
was sent, “did not call at Madras.” The Ministry of Defence have.
however, added that “confirmation/clarification” in this rvegard s
being obtained from the Ministry of Transport and the Pert Trust
authorities. The Committee would like the matter to be followed
up. In case it is established that the ship did net touch Madras, it
should be thoroughly investizated how a Defence consignment

meant for Bombay found its way to Madras without the wiedge
of any of the authorities concerned. ke
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5.22. The Committee also find that it took over on: year for the
Bombay Port Trust authorities to issue a short-landing certificate
for the goods. Such a delay argues poorly of the state of efficiency
of the Port Trust and may result in claims against shippers becom-
ing time barred. The Committee desire that concerted action should
be taken to ensure that such delays are eliminated. The Committee
stress that Port authorities should arrange for speedy identification
of all unclaimed/unconnected consignments.

5.23. In their 15th Report (Fourth Lok Sabha) the Committee
have comprechensively reviewed the position in regard to the clear-
ance of defence consignments by the Defence Embarkation authori-
ties and have stressed the need to ensure that Defence stores are
expeditiously cleared through proper liaison with Port Trust autho-
rities. The present case highlights the need for such action. The
Commitice note that, pursuant to their obscrvations, Government
have issued instructions to the organisations concerned. The Com-
mittee wounld like to watch the implementation of these instructions
through future Audit Reports.

(b) Trolieys

5.24. The Committee desired to know whether the proposed in-
vestigation in this case had been completed and if so, what the find-
ings were and the action that had been taken in pursuance thereof.
The Ministry have informed the Commuttee that o Court of Inquiry
was instituted by Air Headquarters on the 27tk December, 1967 to
investigate the reasons for not repairing the trolleyv. in time. Accur-
ding to the findings of the Cour?, the trolleys, wien received at the
consignee Depot were brought on charge o the 14th August, 1963
as Category ‘D’ ttem.  In Air Headquarters, the PCR Card for this
item, however, did not reveal the item as having been brought on
charge, as the posting ship had  either not been received or “not
actioned” by the dealing clerk. It was oniy on receipt of the draft
audit para in September. 1967 that 4 guery was raised with the
Depot by Air Headquarters and the PCR card was brought upto
date.

3.25. Svon after August 1963 the Depot traisferred the troileys
to the repairsble equipment site alongwith other repairable stores.
A Board of Survey was convened for survey of repairable items
including the trolleys for dispcsal purposes and the proceedings of
the Board were sent ‘o Air Headguarters on 18-12-1964 for issuing
necessary disposal instructions or issuing the repair task. But the
section concerned with the issue of disposal instructions about the
trolleys did not take any action in the matter. The Court had found
an assistant to blame because he had put away the relevant file
without ensuring action thereon. This was the main reason which
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caused the non-issue of the disposal instructions. Necessary discip-
linary action had been initiated againt him and it was being progres-
sed. The Court had also blamed a Squadron Leader who was the
Assistant Director of the Section during the material period, for not
ensuring action on all papers received in his section. Accordingly,
he had been awarded ‘reproof’ as punishment.

The Ministry of Defence have added that the two trolleys have
since been repaired.

5.26. Another Court of Inquiry instituted by Army Headquarters
on 8-7-1968 investigated the circumstances in which the Embarkation
Commandant did not clear the trolleys in time. According to the
findings of the Court, the ship which carried the consignement
berthed in Bombay docks on 20-9-57 and general landing of consign-
ment took place between 20-9-57 to 30-9-57. All the packnges shipped
in the vessel were cleared from Bombay Port Trust except the
package containing the two trolleys in question. A log entry was,
therefore, made with the Bombay Port Trust on 4th October, 1957
and a letter of liability was issued by Embarkation Headquarters
to the Port Trust. The Port Trust confirmed that the package was
not traceable. Later, however, the package was traced by Military
Forwarding Organisation on 3rd March, 1958 and the Deputy Docks
Manager was requested to release the Bill of entrv to enable the
clearance of the package.

5.27. Despite various reminders and personal contact by Embar-
kation Headquarters with the Port Trust and Customs authorities, a
copy of the bill of entryv could not be obtained. The correspondence
continued till 25-9-58 when the Deputy Docks Man.ger of the
Bombay Port Trust expresse:d his inability to supply the hill of
entry and asked Embarka..on ileadquarters to prepare duplicate
set of the same. It appears tha' Embarkation Heudquarters made
efforts to get duplicate copy of (he bill of entry. But unfortunately
the correspondence from October 1960 onwards could not be
traced till the package was cleared on the 16th December, 1962 “The
authorities had lost sight of the case for over two years,” The
package was cleared on the 16th December, 1962 without documents
under general orders to clear all outstanding cargo. This order
apparently was given due to the emergency created by the Chinese

aggression in Octoher, 1962. The package was then found in 2
dzmaged condition.

5.28. The Court of Inquiry came to the conclusion “that it is not
possible to fix responsibility for the late clearance of the consign-
ment and eventual damage to the two trolleys, because—

(i} The initial delay in clearing stores in question was due to

todthe procedure adopted for clearing imported cargoes,
an
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(i) in the absence of original documents (billi of entry)s the
clearance of the stores should have been effected by Pre-
paring a duplicate set of documents on the advice of Bom-
bay Port Trust and with necessary endorsement with
Customs. Why this was not done cannot be ascertained
because two officers directly connected with the case have
been released from Army and they have settled abroad

and also because the relevant documents could not be
made available to the Court.”

5.29. The Ministry have further stated that pursuant to the ob-
servation may by the PAC in their 15th Report (Fourth Lok Sabha),
steps had been taken to streamline the proécedures for clearance of

defence consignments and bring about greater coordination in the
matter of clearance with Port Trust authorities.

5.30. The Committee cannot refrain from expressing the view that
this case speaks rather poorly of the state of aflairs in the Embarka-
tion Commandant’s Organisation at Bombay. The stores were un-
loaded between the 20th September. 1957 and 30th September, 1957,
and could not be located till after a search on 3rd March, 1958. Due,
however, to records getting misplaced, it could be cleared only en
the 16th December, 1962, after which it was found to be badly
damaged. The Committee note that the officials directly connerted
with the case have been released from Army Services. The Cem-
mittee hope, however, that in the light of experience of this case
and the observations made by the Committee in the earlier portiem

of this Report steps will be taken to guard against the recurremces
of such matuave.

Unnecessary procurement of stores
Audit Paragraph :

531. (a) Tyes.—Based on a review of requirements for 24
months from December, 1963, an urgent demand for 600 tyres for a
certain type of aircraft was placed by the Air Headquarters on the
Dircetor General, Supplies and Disposals, in May, 1964. After obtain-
ing necessary foreign exchange {rom Air Headquarters the Director
General, Supvlies and Disposals, entered into s contract for the
purchase in September, 1964. In the meantime, a subsequent review
of requirements in July, 1964, had disclosed that after taking into
account the demand for 600 tyres already placed, there would be a
surplus of 611 tyres. No action was, however. taken by the Alr
Headquarters then to cancel the Indent placed on the Dirvector Gene-
ral, Supplies and Disposals.
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5.32 600 tyres costing Rs. 1.17 lakhs were actually received from
ebroad during April to July, 1965. In December, 1968, Air Headquar-
ters decided to offer 585 tyres for disposal to the Director General,
Supplies and Disposals, after retaining requirements up to August,
1971, as the shelf life of the tyres was only 5 years. The tyres are
yet to be disposed of (December, 1967).

5.33. After Audit drew the Ministry's attention to the case, the
Ministry have asked Air Headquarters to enquire into the circum-
stances of the over provisioning and to fix responsibility. The results
of the inquiry are awaited (December, 1967).

5.34. (b) Brushes—In April, 1964, Air Headquarters placed an
operational indent for 34,314 engine cleaning brushes on the Director
General, Supplies and Disposals, to meet 2 years’ requirements
(March, 1964 to February, 1966). While assessing the requirement.
Air Headquarters omitted to take into account 13,885 brushes already
on order. A subsequent review of requirement-due in September,
1964, but stated to have been carried out in January, 1965—disclosed
a surplus of 40,019 brushes. No action was, however, taken then to
cancel the demand for 34,314 brushes already placed on the Director
General, Supplies and Disposals, who in ‘the same month had entered
into a contract for their purchase for Rs. 1.21 lakhs which he could
have cancelled if approached at the time.

5.35. 41,553 brushes costing Rs. 1.45 lakhs including 34,314 num-
bers received during March-July, 1965, are now lying in stock.

5.36. The Ministry have stated that 35000 brushes are proposed (o
be transferred to the Army (at 50 per cent of their purchase price)
for use in lieu of = similar item (the cost of which is less than half
that of the brushes already procured). A Court of Inquiry i{s being
instituted to investigate the circumstances in which the over-provi.
sioning occurred (November, 1967).

{Paragraph No. 10. Audit Report (Defence Services) 1968.]
Tyres

5.37. The Committee were informed that the tvres in this case
were purchased for one particular type of aircraft, This was an afr-
craft which had become obsolete in 1940 but they were in use “ss
trainers”. Reviews of requirements of spares etc. for all the -7 8
Were periodically carried out in June and December every year. The

indent in this case was raised on the basis of
iy a review carried out n
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8.38. Explaining the basis on which the requirements were gene-
rally worked out by Air Headquarters, the Secretary, Ministry of
Defence stated that the following factors were taken into accoumt
in the course of the review: “One is the consumption rate which they
give for the past twelve months. The consumption rate is the aver-
age wastage in the past one year. Then they take into account the
actual flying effort that they would put in the next twenty-four
months, and the formula for it is that they give the plannend effort
divided by the actual serviceability because it is not always that
the plan is realised cent per cent.”

539. The Committea pointed out that after an indent for these
tyres was raised based on the December, 1963 review, a review car-
ried out in June, 1963, the results of which became available in July,
1964, disclosed a surplus. Explaining how this occurred, the Secre-
tary, Ministry of Defence stated that this was due to the fact that the
consumption of the tyres varied. He added: “In December. 1963, the
consumption rate for the previous 12 months was 507. In June, 1964,
when the review was made, the consumption rate for the previous 12
months was only 209. The forecast pattern. . . . is arrived at by
dividing the planned effort for the next 24 months by the actual ser-
viceability in the previous 12 months. This was 3.7 in December,
1963 when the decision to purchase these was taken. 1t came to 28
in June, 19864. The requirement for the next 24 months that we had
worked out on that formula in December, 1963 was 1.876. The re-
quirement in June, 19684 on the new formula dropped down to 585.
In stock in December. 1963 were 526 and in June, 1964, 596. The net
requirements in December, 1963 against which an order of onlv 600
was placed. was 1350, The net requirement in June. 1964 taking
intn account the indent for 600 that had been ordered for, was 3
surplus of 611."

540. Asked why when this review disclosed a surplus of 611 tyres,
the indent was not cancelled: he replied: “After that review showed
611 tvres surplus. the officer concerned used his discretion and took
into account the aircraft that were coming in. That is why he
did not initiate any steps to cancel the indent” “He did net”.
the witness added. “take anv action to cancel because he thought
that as a result of nther aircraft coming in, he might need those 611
(tyres) also. T am only giving his statement. There is nothing on
record . .. . Unfortunatelv thase 33 aircraft were not nurchased. Had
they come to the country those tvres also would have been needed.
He could not have known this fact when he did this® In reply to 2
further question, the witness stated that “at the next review carried
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out in January, 1965, it was known that the aircraft would not be
purchased”. The Director General, Supplies and Disposals was
addressed for cancellation of indent on 18th March, 1865, but that
was too late.

5.41. The Secretary, Ministry of Defence stated that after the re-
view carried out in June 1964, “there was another review in August,
1964 which was carried out to determine the requirements for the
next 24 months, taking into account the possibility of these arrivals.
That showed the requirement of 955 tyres and the assets at that time
were calculated at 1053-453 in stock plus these 600 tyres. This
review indicated that there was just a balance between what were
to come and what were likely to be used. We must judge this action
in terms of that review, because in October we purchased 22. .. .air-
craft. It was in January, 1965 we decided not to buy another 33. . ..
aircraft. So that, at the time this review was done. based on the
anticipated plan of purchasing these 33 as well, it indicated a clear
nominal surplus of about 100 tvres only.”

5.42. The Committee drew attention to the conflicting results
brought out by the reviews conducted at different points of time and
enquired whether this did not impair their utility. The Secretary
Ministry of Defence replied: “This arithmetical exercise which is done
every six months was not treated as conclusive at any time. It was
not as if on the result of it orders upto the numbers indicated were
necessarily placed. It was taken as indicative of the possible re-
quirements and then the officers applied their judgement depending
on the position as it was and also the position as it was likely to be
in the next 24 months before placing the order.”

5.43. In reply to another question, the witness stated: “This cal-
culation is done everv 6 months. I think the result given by this
calculation is somewhat confusing and if the provisioning is more
systematic, these confusing results would not have arisen. It is not
as if the Air Headquarters take the mathematical result of this for-
mula without any further scrutiny. They exercise their own discre-
tion. In this particular case, when this review was done, a surplus
of 600 was discovered. The Officer concerned took into account the
possibility of more of these aircraft coming in because the training
had been stepped up.” '

5.44. The Committee encuired whether the surolus tvres had been
disposed of. Thev were informed that “the surplus quantity of 388

tyres was suctioned by the Director General. Supplies and Disposals
on 2nd April, 1968 for Rs. 61,000 "
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545. The Committee asked for figures of c.asumption of the
tyres for the period June, 1962 to June, 1968. The figures given
in this respect are tabulated be.ow:

June 1962—May 1963 .. 600
June 1963—May 1964 .. 209
June 1964—May 1965 .. 159
June 1965—May 1966 .. 68
June 1966—May 1967 . 141
June 1967-—May 1968 .. 21

5.46. The Ministry of Defence have further stated that accord-
ding to the review made in June, 1968, the stock of tyres was 272
as agmnst which the requirement was 44 tyres leaving a net sur-
plus of 228 tyres.

5.47. The Committee pointed out that the indent was raised in
May, 1964, i.e. five months after the review. Another review car-
ried out in June, 1964, i.e, one month after the indent was raised,
disclosed a surplus. They enquired whether it was not necessary
to streamline the procedure so that indents were raised soon after
the review. The Secretary, Ministry of Defence rep.ied: “The
review is made and the results and proposals for purchase are pro-
cessed by the Air Headquarters. It has to be settled with Finance.
In that process they take about three or four months. We are
now trying to cut down that period.”

548. The Committee enquired what the findings of the Court
of Enquiry in this case were. The witness informed the Com-
mitte:

“The court of inquiry was held and had found that Squad-
ron Leader......... was responsible for not cancelling the
surplus quantity on the contract but decided that he had
exercised his judgment rationally with the information
available to him at that time—in other words, at best it
was an error of judgement, which did not call for any dis-

ciplinary action.”
5.49. The Committoe note that 585 out of 680 tyres procured fer
an alveraft at a cout of Ra. 1.14 lakbs turned out to be surplus and
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not done on a realistic assessment of requirements. It was explain-
ed during evidence that assessments of requirements of spares
for aircreaft are based on past consumption data as modified by a
‘forecast factor’ determined with reference to the future plans for
flying operations. The recurring surplus disclosed in this case
coupled with the erratic consumption of this item over the last five
years varying from 600 to 21 indicate that either no systematic plan
for flying operations was drawn up for this aircraft or that procure-
ment was undertaken without regard to such plans. The Secretary,
Ministry of Defence, himself stated during evidence that the results
of various provisioning reviews carried out in this case were “some-
what confusing” and that “if the provisioning is more systematic
these confusing results would not have arisen.” The Committee
would like Government to examine how best the existing system
of provisioning in respect of aircraft can be svsiematived by evolv-
ing realistic ‘forecast factor’, so that costly and wasteful accumula.
tion of inventories does mot occur.

Brushes

5.50. The Committee desired to know whether the Court of Ine
quiry had completed their investigation into this case and if so, what
their findings were. The Ministry stated that the Court of Inquiry,
originally convened. had completed their investigations. They had
attributed blame to 4 officers, 1 civilian Store Keeper and 1 Atrman
Equipment Assistant. The proceedings were examined by the Direc-
torate of Personnel Services who recommended that the Court of
Inguiry should be reconvened to collect further evidence on certain
aspects. Accordingly the Court of Inquiry was reconvened. The
additional findings of the Court of Inquiry reiterated the earlier
findings. Suitable disciplinary action had been taken against the
officers held responsible for the various lapses.

551. In reply to a question whether the proposed transfer of
35,000 brushes to the Army had since been effected and what action
was proposed to be taken to dispose of the remaining 6,553 brushes,
the Ministry have stated that these brushes were transferred to the
Army in October, 1967. At present the Air Force had 5,436 num-
bers in stock. The requirement of the item, taking into consideration
the intake of airmen upto December, 1968 was 1326 brushes. How-
ever the anticipated future requirements of the Air Force for this
item were being worked out by Air Headquarters afresh in the
light of the intake figures of airmen for 1969. Simultaneously, all
the Command Headquarters had been instructed by Air Head-
quarters that all units under them should complete their establish-
ment of this item as per authorised scale. After the required infor-
mation was collected from the various Air Force Commands.
@ppropriate action would be initisted by Air Hesdquarters.
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5.52. The Committee note from the Report of the Court of In-
quiry that they found the state of maintenance of the stores records

to be unsatisfactory. Their findings in this respect are reproduced
below:

“P.C.R. Card Index Registers are required to be maintained.....
This index register is a very important provisioning document. Al-
though the P.C.R. Cards bear old serial numbers, P.CR. Card Index
Registers for the period prior to July, 1964 are not available. In
July, 1964, a P.CR. Card Index Register was opened....with the
intention of indexing all the P.C.R. Cards in the gection. This re-
gister should have been completed. Many P.CR. Cards of vocabo
sections. . . .handled by....bear endorsement of seriai numbers
which should have been allotted from this July, 1864 index register
for which other vo'umes might have been opened. These are not
available now. In June, 1966 another register was opened without
any cross reference to the previous register. It appears that mo
effort was made to coordinate June, 1966 index register with the
July. 1964 register. At the time of opening the index register in
June, 1966, and also during the later period proper instructions were
not given. No supervision was carried out in the maintenance of
this index register. It wag left entirely to the discretion of the
various provisioning clerks. .. .P.CR. Cards have been registered
twice in the register June, 1966 and in number of cases two sets of
serial Nos. have been given to the P.C.R. Cards. It appears that
pages from this register wherein section.. .Cards might have been
registered are torn away from the register presumably by the Post-
ing Clerks. The total numbers of sheets opened for each P.CR
Card are also not given in this register. This reveals complete lack
supervision in opening and maintenance of the P.CRC. Index
Register in the veriod following June, 1968.”

“Subsequent’y another P.C.R.C. Index Register was opened some-
time in September, 1967 under instructions from DDE-9. No effort
was made at the level of ADE4 Officer Supervisor Prov. Cell and
flc Prov. Cell to bring to light the existence of previous P.CRC.
Index Register and to coordinate this new register with the old ones
and also to maintain this as per instructions.”

“P.C.R. Card for item....Brushes Engine Cleaning was register-
ed....in the index register opened in July, 1964, and it had seven
sheets. Out of these seven sheets, only the seventh sheet is avail-
able now. Sheet Numbers 1 to 8 are missing. Some of the shests
opened after sheet No. 8 are also missing. One of these su.--~2e=t
sheets appears to be fake. Out of 48 lines, only nine lines record
entries and even out of these nine entries, seven appesr to have baen
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Loss due to delay in release of foreign exchange
Audit Paragraph:

5.55. In August, 1963, Air Headquarters placed an indent on the
Director General, Supplies and Disposals, for an item of store re-
quired to be supplied by March, 1964. The Director General, Sup-
plies and Disposals, concluded a contract in March, 1964, with a
firm ‘A’ for its supply by September, 1964, at a cost of Rs. 2.23 lakhs
without any commitment to provide foreign exchange, though earlier,
before the conclusion of the contract, the Director General, Supplies
and Disposals, based on his past experience, had asked the indentor
for release of foreign exchange. As the contractor failed to execute
the order, a notice was issued to him on 31st August, 1964, by the
Director General, Supplies and Disposals, that the contract was liable
to be cancelled at his risk and expense. This notice was also subse-
quently confirmed on 20th January, 1965.

5.56. In December, 1964, the Director General, Supplies and Dis-
posals, requested Air Headquarters for the release of foreign ex-
change to the extent of Rs. 1.06 lakhs to enable him to conclude a
fresh contract for which tenders had been invited and opened in
September, 1964. He further emphasised in January, February, and
March, 1965, the necessity of releasing the foreign exchange quickly,
as the risk and expense purchase would have to be effected by 3ist
March, 1965 (i.e. within 6 months of the expiry of the delivery
period specified in the contract with firm ‘A’), and as the offer on
hand was open only up to the end of March, 1965. The foreign ex-
change was, however, released only on 9th June, 1965, by the Minis-
try of Defence as there was delay in determining as to which depart-
ment should release it. (The foreign exchange was, however, not
utilised ultimately by the Director General, Supplies and Disposals).
The Director General, Supplies and Disposals, after calling for fresh
tenders, concluded a contract in September, 1965, with the same
firm which had successfully tendered in September, 1964, for supply
of the item by 10th March, 1968, at a cost of Rs. 279 lakhs when it
was too late to operate on the“risk and expense purchase” clause.
As s result, Government had to forego recovery of about Rs. 0.38
lakh from firm ‘A’

8.57. The Ministry have stated (January, 1968) that the question
of relesse of foreign exchange to the extent of Rs. 1.06 lakhs was
linked with the general policy issue regarding the source from which
foreign axchange should be met for Defence indents on normal civil
trade and that a decision in thé matter was taken only in May, 1908,

{Paragraph No. 12, Audit Report (Defence Services) 1908.]

$58. The Committee desired to know whether in accordance with
&emmﬂgrmdmltmmmmhmtydmm
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of Defence (Air Headquarters) as the indentor to have provided
the foreign exchange in this case. The Ministry have stated that
under the then existing procedure, in respect of items of the nature
required in this case, foreign exchange was not to be released from
the Defence quota but was to be found from the commercial alloca-
tions. Such release was to be made by the Director General, Sup-
plies & Disposals not because he was the procuring agency but be-
cause the Department of Supply got ad hoc allocation of foreign
exchange for Defence orders. In any case, no release could be made
by the Ministry of Defence since they were procuring items from
the civil market just like any other consumer.

5.54. The Committee enquired why if that was the position, the
Direcior General, Supplies and Disposals requested the Ministry of
Defence to release the foreign exchange and why the Ministry of
Defence also ultimately provided the foreign cxchange out of its
allocation. From a note on these points furnished conjointly by the
Minisiry of Defence and the Department of Supply, the following

position emerges: —

(a) The Director General, Supplies & Disposals informed the in-
dentor in October, 1963, that their past experience showed that the
only suppliers of the Store (Firm ‘B’) manufactured it {rom impor-
ted raw material and that foreign exchange to the tunc of about
Rs. 75,000 would be requured to be furnished by the indentor.

(b) The indentor Ministry of Defence took the view that as the
item was similar to another item supplied by trade and the require-
ment was small, it should be possible to meet it out of the commer-
cial quota. Hence no release from Defence quota was necessary. The
Director General, Supplies & Disposals however, stated that their
foreign exchange allotment had already been exhausted and that the
Ministry of Defence should therefore have to release the foreign
exchange the requirement for which was revised from Rs. 75,000 to

Rs. 1.06 lakhs.

(c) The Ministry of Defence again reiterated (March. 1964)
their view that the foreign exchange should be procured from the
trade quota allocated by the Director General, Technical Develop-
ment and not from the Defence Ministry's allocstion. In the same
month, against the tenders received, an order was placed on the
lowest tederer, Firm ‘A’, * a new comer’ who did not want foreign
exchange. The firm could not, however, supply the stores and the
order was cancelled on them on 20th January, 1965 at their own
risk and cost. ... .. .. 8tand-by tenders against the risk purchase had
been invited and opened in the meantime (September, 1064). Only
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4 offers were received out of which 3 offers were with import licence
assistance and one from the defaulting firm (Firm ‘A’) was without
import licence assistance again but they offered the stores according
to their own sample. This offer could not be accepted for obvious
reasons. The Director General, Supplies & Disposals had therefore
to fall back upon offers with import licence assistance. The inden-
tor was therefore again asked to make available the foreign exchange
by 27th February, 1965 or else to withdraw the indent.

(d) As the question of meeting the foreign exchange require-
ments in such cases was already under reference to the Ministry
of Finance, a high level meeting was called by the Secretary (Co-

ordination) on 19th February, 1965 at which the following decisions
were inter alia taken: —

(1) Whenever the DGS&D negotiates an order on the civil
sector on behalf of the Defence Ministry that Directorate
should take the assistance of the DGTD's official concern-
ed or of the representative of the authority in-charge of
import licensing relevant in the case to persuade the
civil sector unit to comply with Defence orders without
seeking extra foreign exchange allocation (i.e. by corres-
pondingly limiting the supplies delivered to the c¢ivil
consumers). Where necessary, it should be pointed out
that willingness to use a given allocation of foreign ex-
change to meet Defence orders would be a factor that

would be borne in mind when making allocations in sub-
sequent periods.

(1) To the extent that there are specific allocations from the
commercial quota for specific commodities, the authorities
concerned when being intimated of their sub-allocation
out of the commercial quota, would. be required to keep
back appropriate amounts which, if ultimately necessity
arose, could be made available for the import of such
commodities to meet Defence Orders placed on civil in-
dustry through the DGS&D.; and

(1if) The Defence Ministry would release foreign exchange
from the Defence allocation for the import of items
which are special to Defence requirements.

(e) In view of the decisions taken at the aforesaid meeting, the
indentor requested Director General, Supplies and Disposais, Cal-
cutta to arrange for foreign exchange of Rs. 1.06 lakhs from the
commercial quota. Firm ‘B’, who were being allotted Rs. 20 lakhs
snnually for meeting both civil and defence requireme:* .



150

therefore approached to accommodate Air Headquarter's demand.
The Firm, however, expressed its inability to do so on the ground
that even though the demand for their products, for which they
were the only supplies had increased considerably and they were
getting less raw materials because of rising costs, their quota of
foreign exchange had not been increased. The Director General,
Supplies and Disposals consequently returned the indent (May,
1965) for re-submission of a fresh indent alongwith the necessary
foreign exchange and DGTD’s clearance if the material was still
required by Air Headquarters.

(f) As an ad-hoc arrangement to meet the immediate require-
ments, the Ministry of Defence suggested to the Ministry of Finance
to place at their disposal an amount of Rs. 1 crore. In pursuance
of this request, the Ministry of Finance (EAD) placed at the dis-
posal of the Ministry of Defence in May, 1965 an amount of Rs. 25
lakhs for meeting the requirements of defence orders on civil
producers in India. The foreign exchange required in this case
was thereupon released immediately against this special alloca-
tion. .

5.60. The Committee are not happy that it took nearly two years
in this case to settle the question of foreign exchange required for
certain items of stores indented for by the Air Headquarters. The
delay resulted in an extra expenditure of Rs. 56,000. The Committee
note that the delay arose mainly because the firm with whom the
orders were placed was reluctant to provide the foreign exchange aut
of its commercial quota though the quota was intended to cover De-
fence requirements also. This suggests the need for evolving satis-
factory arrangements to ensure that where a quota is intended to
cover Defence orders also, it is effectively made available for the
execution of such orders. The Committee suggest that the matter
be considered by the Ministry of Defence in consultation with the
Department of Supply and the Director General, Technical Develop-
ment and a satisfactory procedure worked out in this regard.

Non-utilisation/under-utilisation of lands

Audit Paragraph

5.61. Acquired land in an abandoned airfield.—An airfield cons-
tructed during the Second World War at a cost of Rs. 84.34 lakhs
was abandoned in April, 1946. The assets created at the airfield,
except the runways, taxi tracks and roads, were disposed of by
public auction in April, 1949, and the lands hiredrequisitioned
from various agencies were dehired/released during the period
1948 to 1950 leaving a balance of 1,676 acres and 10 gunthas of
land (acquired by the Defence Department in 1942—44 at a cost
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of Rs. 4.86 lakhs. The land had not been placed unuer the mana-
gement of any Defence unit. The Ministry have stated (February,
1968) according to the instructions issued by Government, the
Collectors were authorised to grant necessary licences for leasing
any available portion of airfield land and the position regarding
the extent of land utilised in pursuance of this arrangement is
being ascertained.

[Paragraph No. 31(a), Audit Report, (Defence Services), 1968.]

5.62. The Committee enquired why the acquired lands for which
there was no immediate use were not placed under the manage-
ment of the Military Estate Officer or any other Defence Unit and
how much of this land was being actually utilised now. The Minis-
try have stated in reply that the airfleld, which was constructed
during the World War II, was abandoned in April, 1946. The assets
created on the airfield except runways, taxi tracks and the roads
were disposed of by public auction in April, 1949. However, the
airfield continued to be on the records of the Military Estate Officer.
Orders had since been issued regarding handing over of the lands
to Military Farms.

5.63. Asked if the question of retention or dehiring derequisi-
tioning of this land was considered by the Station Committee and
if so, what its recommendations were and the action taken there-
on, the Ministry have stated that the Air Commands were asked
in November, 1966 to constitute Boards of Officers to make on-the-
spot study of all Indian Air Force abandoned airfields in their res-
pective areas and to forward recommendations in respect of each
airfleld, giving details of the land and assets which were perma-
nently required and those which were surplus to the Indian Air
Force requirement. It was decided in January, 1968 to retain only
3 abandoned airfields for the use of the Indian Air Force and dis-
pose of the lands and assets in the remaining abandoned airfields
(including the subject airfleld) in the best interest of the State.

5.64. The Committee asked why the question of leasing out the
unutilised land which was acquired as early as 1942—44 was not
considered. The Ministry have replied that in 1946, Government
of India had authorised the District Collectors to grant necessary
licences for leasing any available portion of any airfield for cultiva-
tion purposes in connection with the ‘Grow More Food’ campaien.

Since then, the Collectors have licensed these lands for cultivation .

purposes. According to the information furnished by the Military
Estate Officers, Bombav and Guiarat Circles, the Revenue authori-
ties had realised rent to the extent of Rs. 12,421 upto 1956. Wo
amount has been realised from 1938 onwards.
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5.65. The Committee are not happy that the Military authorities
should have continued to retain land measuring 1,676 acres acquired
in 1942—44 which had ceased to be of use to them as far back as 1948,
It was only in January, 1968, that it was decided to dispose of these
lands. Even after that no action was taken in the matter. Appar-
ently, after the issue was raised by Audit, it was decided to hand the
lands over to Military Farms.

5.66. The Committee would like in this connection to draw atten-
tion to their observations in para 1.3 of their Fifteenth Report (Fourth
Lok Sabha) where they had stressed the need for a periodical review
of the position in regard to acquired lands. The Committee hope
that such a review will be made and that land which is not required
for Defence purposes will be speedily disposed of.

Loss of an Air Force plane by fire due to neglect or default
Audit Paragraph:

5.67. In November, 1964, an Air Force transport plane caught fire
while being serviced by a Government company and was completely
burnt. The accident occurred while a check was being conducted
cn the jet pack fuel system; the hose to the fuel control unit was
being tightened when due to the spillage of fuel over the auxiliary
powcer plant, the plane suddenly caught fire.

5.68. A Court of Inquiry, convened immediately te inquire into
the fire accident, found that the methods adopted by the Company’s
mechanics for carrying out servicing were not proper and held the
servicing personnel of the company directly responsible for the
accident, which resulted in the loss of the aircraft valued at Rs. 8.80
lakhs. The loss awaits regularisation.

5.69. The Ministry have stated (January, 1968) that the company
had taken disciplinary action against the employees concerned and
that they have also issued suitable instructions to avoid recurrence
of such accidents.

[Paragraph No. 18. Audit Report (Defence Services), 1968.]

570. The Committee desired to know what precisely were the
arrangements made by the Indian Air Force with the Hindustan
Aeronautics Limited for servicing the aircraft and whether these
arrangements had been incorporated in any contract or agreement
with Hindustan Aeronautics Limited. In a note on this point, the
Ministry have stated that Messrs Hindustan Aeronautics Limited
are responsible for carrying out second line servicing of packet air-
craft which includes 150 hours periodic inspection of packet air-
frame as also the servicing of the jet pack, if installed on the air-
craft. The servicing of the packet aircraft in question is not cover-
ed by any particular contract but is entrusted to Hindustan Aero-
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nautics Ltd. on the authority of a Government letter dated 1-7-1960,
as extended from time to time.

5.71. To a question whether under the existing arrangements
Hindustan Aeronautics Limited were responsible for the safety of
the aircraft, the Ministry have stated in a written note: “The res-
ponsibility of Hindustan Aeronautics Limited has not been specifi-
cally defined. The contention of Hindustan Aeronautics Limited,
however, is that they can accept responsibility for accidents only if
aircraft can be insured and insurance premium refunded to them as
part of overhaul cost. In line with the general policy of the Gov-
ernment, no such insurance is taken. Moreover, aircraft in opera-
tional bases are not insured by Life Insurance Corporation. Hindus-
tan Aeronautics Limited have also pointed out that during the last
ten years there have been only four other cases of loss and the total
amount involved in these four cases was Rs. 11,701, which would
show that all reasonable precautions are taken by them.”

5.72. From a statement showing the recommendations of the
Court of Inquiry ordered into the case and the action taken thereon,
the Committee find that one of the recommendations of the Court
of Inquiry was that the terms of contract between the Indian
Air Force and the Hindustan Aeronautics Limited be examined to
determinc whether the whole or part of the cost of damage
(Rs. 8,83.062)* is to be written off against the State. The Ministry
have stated that the matter was taken up with Hindustan Aeronau-
tics Limited. who replied that in view of the circumstances under
which the fire had taken place, the Hindustan Aeronautics Limited
could not be held responsible for the accident and the cost of dam-
age should, therefore, be written off aga:nst the State. The Minis-
try have further stated that the matter is under consideration and
the loss has not yet been written off. In order to avoid recurrence
of such cases instructions amplifying the existing fire precautions
have, however, been issued by Hindustan Acronautics Limited to
their personnel. The need for the formality of entering into con-
tracts with the Hindustan Aeronautics Limited was examined in
consultation with the Ministry of Law and it was considered that
instead of such contracts, a standard form of agreement between the
Government of India and Hindustan Aeronautics Ltd. which should
form an annexure to Government letters sanctioning overhaul etec.,
of Indien Air Force aircraft, engines and other equipment by
Hindustan Aeronautics Limited would meet the requirements. The
standard form of agreement between Indian Air Force and Hindus-
tan Aeronautics Limited is expected to be finalised shortly.

5.73. The Commiittee note that the Court of Inquiry have held the
servicing personnel of Hindustan Acronautics Limited directly res.

*Subscquently amended to :ud »s R 8,33.062.
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poasible for the accident to an aircraft entrusted to them for servic-
ing which resulted in a loss of as much as Rs. 8.33 lakhs to the ex-
chequer. They further observe that, in the absence of any contract
with the Government undertaking defining their responsibility in
cases of such accidents, it may not be possible for Government to
claim compensation for the loss. The Committee note that Govern-
ment gre now in process of finishing the standard form of agree-
ment to govern the execution of servicing and repair jobs to be
entrusted to Hindustan Aeronautics hereafter. While finalising
the proposed standard formy of agreement with the Hindustan Aero-
nautics, the Committee would like Government to lay down in pre-
cise terms the responsibility of the Hindustan Aeronautics in case of
damage to aircraft due to negligence or default on the pant of the
Undertaking.

Avoidable outlay on improvements to signal centres for Indian Air
Force

Audit Paragraph:

5.74. In 1962, Air Headquarters sanctioned under the Emergency
Works Procedure certain works for the augmentation of air-condi-
tioning at 3 Signal Operational Centres; the works were to be taken
in hand immediately and completed in the shortest possible period.
They were, however, not taken up for execution immediately due to
delay in release of foreign exchange for imported equipment and
were later abandoned as indicated below.—

Station Work Administrative ap- Date of

proval
Rate Cost commen- abandon-
(lakhs of cement ment
rupees)

A Provision of additio-
nal condensing
unit for air-condi-
tioning . . 30-7-63 0-64 20-7-64 27-11-6%

B Renewal and augmen-
tation of air-condi-
tioning and provi-
sion of allied ser-
vices . . 26-9-63 0:36 15-5-64 10-8-6%

C  Improvements/modi-
fications to air-
conditioning plants
with allied electrical
and building works 30-11-63 13-26 18-9-64 10-8-6S

......... - S AU SR WAL 15 % L1t rm Ao oS, sk
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5.75. In August, 1965, Air Headquarters found that the progress
on the works was slow and since new radar installations (sanction-
ed in June-October, 1964) were being set up in the vicinity, they
decided to limit the existing signal centres to stand-bv and train-
ing roles. Instructions were, therefore, issued in Aurust!/N vember,
1965, to stop the works. In the result, air-conditioninz and other
equipment costing Rs. 0.86 lakh already procured in stations A and
C have become surplus and an infructuous expenditure of Rs. 0.26
lakh was incurred on civil works in station C. Certain buildings
(Rs. 0-27 lakh) constructed in station B have also become suarplus
to requirement.

5.76. The Ministry have stated that at the time of sanctioning
the new radar installations in the middle of 1964, the revised role
of the existing centres could not be visualised and that the deci-
sion to suspend the works was taken later in Ausust. 1965, when
it was found that the progress was too slow for existing signal
centres to serve any useful purpose once the new radar installations
had been completed.

[Paragraph No. 24, Audit Repert (Do fone Services), 1968.]

5.77. The Committee enquired whon tealor ~oticis In respect of
each of the three works were issued and when foreign exchange
for the eouipm~nt required for the works was sanctioned. The
following information was furnished to the Committee in this re-
gard:

e g 1 i e i n e e ot

Sration *A’  Stazion ‘B’ Station ‘C’

Tenders tssuc o, . . 3-f-1064 6-3-1964  12-8-1964
Tenders opencd on . . 17-6-106y 23-3-1064 10-9~-1964
Question of release of foreign ex-
change taken on . . . 13-11-1964 27-11-1963 14-1-196S
Fereipn Exchange sanctioned on . Nnv&g\::r. *-6-1965  21-5-1985
1964

v e

5.78. Explaining the reasons for delay in the release of foreign
exchange in this case, the Ministry stated:

“Wheu the works services were sanctioned for the three sta-
tions. ..., it was not known that foreign exchange would be re-
quired since the necessary stores and equipment were also indigen-
ously available. It was only on receipt of the tenders that it was
found that indigenous compressors were much more costly than the
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_imported ones. Therefore, the necessity arose for obtaining the
release of foreign exchange. On account of these circumstances,
the proposals to initiate action for the release of foreign exchange
were floated by Administration authorities almost one year after
approval.”

“As air-conditioning is not an authorised item of work under the
Works Procedure, the work could have been sanctioned only by the
Government of India. This had, therefore, to be sorted out before
agreeing to the release of foreign exchange. A decision has since
been taken that authorities lower than Government of India can
sanction air-conditioning upto Rs. 5 lakhs. Cases involving higher
amounts only are to be referred to Government of India in future.
If took six to seven months in getting the foreign exchange releas-

. ed in consultation with the Director General, Technical Develop-
ment, Ministry of Defence, Ministry of Finance (Defence) Air Head-
quarters and E-in-C's Branch. This much of time was taken in the
normal scrutiny of the requirements carried on between different
agencies involved in the procedure of the release of the foreign
exchange.”

$5.79. The Committee enquired whether it was not necessary to
streamline the procedure in regard to release of foreign exchange
for such emergent works. They were informed: “The time which
was consumed in obtaining the clearance for the release of foreign
exchange was just normal in the prevailing circumstances and no
individual or no particular Department was responsible for the
delay. No special steps have so far been taken cr are proposed to
be taken.”

5.80. Asked to indicate the extent to which the slow progress in
providing additional facilities affected the operational efficiency of
the signal units, the Ministry have stated: ‘“The Sector Operational
Centre....is the nerve centre of air defence system where minute
to minute control of technical air battle is exercised. This effective
minute to minute contro] is carried out by radar equipment for
whose 100 per cent efficiency air-conditioning is necessary. Air
conditioning was sanctioned for the Signal Centres in order to
ensure 100 per cent efficiency. The delay in execution of works
would have affected the operational eficiency of the Signal Units,
but in actusl practice the operational requirements were met by
other existing facilities.”

5.81. To a question whether any alternate use had been found for
the surplus equipment, the position was explained to the Committee
as follows:—

(i) Station ‘A’

5.82. Air-conditioning equipmentjcomponents costing Rs. 38,100



157

were delivered by the contractor for being installed along with the
main equipment which was to be imported. But since the main
equipment was not imported, these components remained uninstal-
led. A list of these surplus articles was circulated to all priority
indentors but no demand had been received so far. A technical
team was also formed to recommend disposal of these stores. The
Chief Engineer concerned with Station ‘A’ had been asked to utilise
the surplus stores in current|anticipated projects. A sum of
Rs. 4,484 was spent for extending plant room and this was being
utilised as storage accommodation by the Garrison Engineer.

(i) Station ‘B’

5.83. All surplus stores had since been utilised in other works.
However, the buildings constructed at this station were utilised by
one of the Units till it was dis-established. After 5th November,
1967, the buildings were not regularly occupied but in between two
mobile units were temporarily located. No decision had been taken
how these should be utilised.

(iii) Station ‘C

5.84. The contract for compressors was terminated without any
financial implications as the works services were abandoned. Bmnild-
ing and repair work was completed and electrical and mechanical
storesjequipment were received before the order to abandon the

work was issued. All E&M storeslequipment had been disposed
oflutilised against other works except the following:

Crane C/M 10 ton—One . . . Rs. 27,338
LT switch-gears—Three 4 Rs. 19,349
Rs. 46.684

At the moment only the crane remained unutilised. A technical
team has also been formed to recommend the disposal of these
stores. If the technical team was unable to recommend the utilisa-
tion of thesc items in any service installation (Army, Navy or Air
Force), the Director General, Supplies and Disposals would notify
for the disposal of the surplus items.

§.85. The Committee observe that work costing Rs. 14.26 lakhs was
sanctioned between July—November, 1963 under the Emergeacy
Werks Procedure for improving the operational efficiency of three
signal centres. The work, which commencod between May and Sep-
tember, 1964, was abandoned between August—November, 1965, in
view of new radar installations in the vicinity sanctioned in the mean-
while. The new radar installations were sanctioned in June—Octe-
ber, 1964, by which time work on these three signsl comtres had
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either not started or, having started was in the preliminary stages.
Besides, the proposal for these new installations would have been
under consideration for some time before these were actually sanc-
tioned. The Committee fail to understand why in the circumstances,
instructions could not be issued for immediate cessation of work on
these signal centres. The failure to do so rendered an expenditure
.of Rs. 1.39 lakhs incurred on these centres on purchase of air-condi-
tioning and other equipment (Rs. 86,000). Civil works (Rs. 26,000)
and on construction of certain buildings (Rs. 27,000) infructuous/
‘avoidable. The Committce would like Government to investigate
whether there was any failure by the authorities concerned in effect-
ing coordination.

5.86. Another point calling for comment is the delay in release of
foreign exchange for this work. The proposal for release of foreign
exchange was initiated “‘almost one year™ after administrative ap-
proval of the work and it took another “six to seven months” to get
release of foreign exchange. It is surprising that the Ministry of
Defence should consider this time-lag to be “just normal” for work
which. on their own assessment, constituted “the ncerve centre of the
air defence system.” The Committee would like Government to con-
sider what procedure should be devised for eliminating such delays
in the release of foreign exchange for emergency operational works.



CHAPTER V1
BUDGETARY CONTROL.

Budget and actuals
Audit Paragraph:

The table below compares the exprenditure incurred by the De-

fence Services in the vear ended March.

1967. with the amounts

authorised by the Parliament to be spent during the year:—

Vote.d

Charged Toral
{Crores of rupees:

Authorised to be spent—

Original 9H% - 48 0-22 968 -~0

Supplementary 35-32 35-02

Total 1.003°8% 022 1.003-72
Actuil expenditure . g74- "7 007 974-34
Net shartfall —2R-7 —2 18 —28-88

(Pereentages)

Net shorttul! as percentage of total

provision . 29 68-2 2-9

6.1. The net shortiail of Rs. 28.73 crores in the voted grants was

made up of—

(i) Unutilised provision, totalling Rs. 28.82 crores, in four

grants—three Revenue Grants riz, ‘Army’ (Rs. 15:63
crores), ‘Navy' (Rs. 1:05 crores) and ‘Air Force' (Rs. 4.18
c.ores) and one Capital Grant. iz, -Capital Outlav’
(Rs. 796 crores). Out of the unutilised provision, an
amount of Rs. 5385 crores under ‘Capital Qutlay’ was
surrendered in February, 1967, and another amount of
Rs. 13.75 crores (Revenue Grants—Rs 1192 crores and
Capital Outlay—Rs. 183 crores) on the 31st March 1967,

{ii) Excess expenditure of Rs. 0.00 crore under one Revenue

Grant viz.,, ‘Defence Services, Non-Effective’, which re-

quires regularisation under Article 115 of the Constita-
tion.

[Paragraph No. 1, Audit Report (Defence Services) 1968.)
159
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6.2. From the figures of Budget Estimates (including Supple-
mentary Grants) and actual expenditure during the last five years
furnished to them by Audit, the Committee observe that there was
an overall saving of Rs. 146.29 crores during this period, out of
which the saving in capital expenditure alone was about Rs. 80
crores. The year-wise break-up of saving is as follows:—

(Rs. in crores)

1962-63 28.21
1963-64 43.06
1964-65 45.53
1965-66 v.62
1966-67 28.87

Total 146.29

6.3. The Committee desired to know whether Governmen: had
analysed the reasons for such large savings in revenue as well as
capital expenditure during this period and taken steps to ensure
that budgeting was made more realisticc. The Defence Secretary
stated in his evidence that they had been trying to have as accurate
a budget as possible but there were certain factors which it was
difficult to foresee. One of the handicaps was that the budget pro-
posals were framed six months before the beginning of the financial
year and 18 months before it ended. It was, therefore, very diffi-
cult to forecast accurately certain items of expenditurc particularly
those connected with stores purchases abroad and also increases in
allowances etc., that were given from time to time during the course
of the year. Moreover, the strength of the armed forces was diffi-
cult to establish at a particular stage as certain proposals were put
up by the Services as a matter of urgency. He added:—

“1 think 1962-83 and 1963-64 figures you will have to tuke with
certain amount of magnanimity, if 1 may say so, because
those were the years where under pressure of urgency
and emergency expenditure soared and anticipated ex-
penditure was put at somewhat high figure. Actually the
availabilities of materials etc., and also raising of troops
was not to the extent that it was anticipated and, there-
fore, there were heavy shortfalls in expenditure. But I
think, if you consider the figures of percentage of short-
falls you will find in 1962-63 it was 5.28 per cent; 1963-64—
4.78 per cent; 1964-85—5.97 per cent; 1965-66—0.10 per cent
and 1006-67—2.88 Der cent. On the whole, I think, our
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efforts to keep the expenditure within the forecast that
we make have been bearing fruit. I think we will conti-
nue to do so. Actually, in these matters what 1 find is
generally it is the similar failures, same types of omis-
sions, same types of difficulties that arise every year and
all that we can do is to get wiser by experience and proceed
on the basis of averages of the last few years. That
average is useful if the expenditure pattern has settled
down and I think it is now settling down after the initial
3 years of uncertainties. Even now, as I said, certain
factors will continue to give us trouble particularly, im-
ports from abroad and then delivery of materials in the
country according to scheduled time and thirdly, also
presentation of bills within the financial year.”

6.4. To a question whether. in the matter of Defence, they con-

sidered slight over-budgeting better than under-budgeting, he re-
plied:

‘“We err on the side of excess thar. caution because we would
like to get as much as possible.”

8.5. To a further question whether considerable vver-budgeting
was not likely to starve other Departments, the Defence Secretary
stated that 2 per cent over-budgeting was not likely to make much
difference to the other Departments.

6.6. On its being pointed out that while an element of uncertainty
was unavoidable in matters of Defence, a shortfall of 2 to 3 per
cent actually meant a saving of Rs. 29 crores, which was quite sub-
stantial, the Defence Secretary stated —

**Actually if you would look at the figures more closely, you
will find that even though the shortfall over the budget is
2.9 per cent, we took care to surrender certain amounts
which were not likely to be spent and ultimately the
shortfall works out to less than 1 per cent.”

0.7. Asked to state when this money was surrendered, he stated
that the first surrender was in February and the other on the last
day of the year. When the Committee pointed out that that was

too late to permit utilisation of funds for other projects, he repli-
ed:w—

*T would like to point out that the progress of expenditure in
the first six months which is normally available at the
time of preparing the revised estimates does not give a:
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correct idea of the trend of expenditure. You get the
correct idea only after the nine monthly figures are
known and these figures are known only about the middle
of February or end of February.”

6.8. Asked whether any steps were being taken to rationalise the
procedure for budgeting so as to make the figures of estimates more
realistic, he stated . —

“Actually I had a meeting with the Vice Chiefs of Staff only
last week with a view to eliminating or reducing the inci-
dence of certain factors which are operating towards up-
setting the budgetary calculations. I had another meet-
ing with a view to issuing instructions in order to ensure
that these irregularities which have been noticed in the
Audit Report do not happen or happen as few as possible
and secondly that our budgeting is more accurate.”

69. In a written note furnished to the Committee, the Ministry
have stated that the question of large savings for the last five years
has been analysed with special reference to continued shortfalls
under Capital Works. The main reasons for shortfalls under Capi-
tal Works were the uncertainty regarding the final location of the
Units, some delays in issue of final sanction of Works, non-availabi-
lity of land in time, unavoidable delays in conclusion of contracts
and surrenders in respect of agency works entrusted ‘o CPWD ete.
On the revenue side, the shortfalls were mostly in respect of stores.
Though every effort was made to frame the estimates on a reatistic
assessment of materialisation of stores, accuracy was difficult to
achieve due to multiplicity of factors. such as location of the sources
of procurement. large number of contracts, and the nature of nego-
tiations, delays in conclusion of contracts and materialisation of
supplies especially in respect of warlike stores. These matters
were under constant review and the various assumptions made at
the Budget stage on the basis of known facts then available were
corrected with reference to the information available later at the
various stages of Budget reviews. Ways and means ‘o improve
budgeting of Capital expenditure were under review.

6.10. The Ministry have also stated that the increase in powers
to sanction works under the normal works procedure delegated to
the Lower Commanders recently would reduce the time-lag in the
issue of sanctions which was one of the causes for shortfalls of ex-
penditure under Capital Works.

€11 The Compuittee note that the shertfall in expenditure in rela-
flen to the total veted Grants ameunted to 29 por cent during the
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yoar 1966-67 as against 0.1 per cent in the previous year. The short-
fall under charged items was 68.2 per cent as against 61.9 per cemt
in the previous year. The Committee note that, in pursuance of the
observations made by them in their 19th Report (Fourth Lok Sabha),
instructions have been issued by the Ministry for processing expedi-
tiously all works accepted for inclusion in the Budget Estimates and
avoiding delays in according Government sanction at all levels as alse
in payment of bills. The Cominittee hope that these instructions will

be implemented, so that the expenditure approximates more closely
to the allotment.

6.12, The Committee find that the Ministry of Defence surrender-
ed savings amounting to Rs. 5.58 crores in February, 1967, and fur-
ther savings of Rs. 13.75 crores on the last day of the financial year.
The Committee would like to impress upon the Ministry of Defence/
Ministry of Finance (Defence) the need to ensure that funds which
are not required are not surrendered so late as to preclude their uti-
lisation elsewhere. A careful watch on the progress of expenditure
during the course of the year should be kept so that the amounts

which are not likely to be utilised during the yvear are surrendered
well in time.

Supplementary Grants
Audit Paragraph:

6.13. Supplementary grants of Rs. 35.02 crores obtained during
the year included Rs. 23:24 crores and Rs. 6:43 crores for ‘Army’

and ‘Air Force' Grants respectively, nearly two-thirds of which re-
mained unspent.

[Paragraph No. 2. Audit Report (Defence Services), 1968.]

6.14. The data in the Appropriation Accounts (Defence Services),
1966-87 would show that in respect of Grant No. 5—Army, there was
a saving of Rs. 1563 crores which represented nearly two-thirds of
the supplementary grant of Rs. 23-24 crores obtained in March, 1967.
A sum of Rs. 9 crores was surrendered on the 31st March, 19617.

6.18. Similarly, in respect of Grant No. 7—Air Force, of the utilis-
ed provision of Rs. 4-18 crores, of sum of Rs. 2:08 crores was sur-
rendered on the 31st March, 19687, though a supplementary Grant of
Rs. 8:43 crores had been obtained earlier in the same month.

6.16. In regard to the first (i.e, Grant No. 3) the repressntative
of the Ministry explained during evidence that out of the supple-
mentary grant of Rs. 2334 crores, a sum of Rs. 16.08 croves, was
asked for to cover “Pay and Allowances” (including pey and-
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allowances of civilians) because of the sanction of dearness allow-
ance at higher rates subsequent to the passing of the Budget and a
sum of Rs. 7°15 crores was asked for ‘‘Manufacturing Establish-
ments’’. The amount under the head ""Pay and Allowances' was
actually spent; in fact, there was an excess of Rs. 2:05 crores. How-
ever, under the head “‘Manufacturing Establishments’ there was a
saving of Rs. 5-25 crores because materials which had been ordered

did not arrive,

6.17. The witness further stated that the saving under Grant
No. 7—Air Force was mainly under stores. A sum of Rs. 6'43 crores
was asked for to meet additional expenditure under ‘"Charges in
England’ as a result of devalution and larger materialisation of
supplies. These additional funds to the extent of Rs. 4 crores
became surplus on account of reduced requirements of stores.

6.18. To a question when the Supplementary Demands were pre-
pared, he stated that they were got ready and printed alongwith
the budget estimates as usual in January, 1967. As it happened to
be an election year and the lame duck session of the outgoing Lok
Sabha was not held, the Supplementary Demands were presented
to the new Lok Sabha in March, 1967. On its being pointed out that
in that case there was enough time to have a final check before the
Supplementary Demands were presented, the Defence Secretary
stated:—

“The point made is very valid. I do not know whether we
did have that exercise. But my impression is that the
Supplementary Demand was sent to the Finance Minis
try by early January. Subsequently, I think it was decid-
ed not to change it.

Actually, during the period of one month or more, it should
be possible to have ¢ little more sccurate assessment.’’

6.19. In a note on this point, furnished to the Committee, the
Ministry have stated that the Supplementary Demand was first for-
warded to the Ministry of Finance on 23rd January, 1987. Under
the existing procedure, after the Revised Estimates were finalised
and Supplementary Demands were presented, the last budgetary
review was undertaken only at the modified Appropriation Stage.
This last appreciation was generally received from the various
Branches between 10th to 15th of March. Normally by this time,
the Supplementary Demands would have been passed and there
would hardly be a chance of having another look at the Supple
mentary Demands. The feasibility of recasting the Supnlementary
Demands on the basis of later review at the Modified Appropris-
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tion Stage was examined very recently by the Ministry of Finance
and they had intimated that there was no serious objection in prin-
ciple to such a course of action. It was. therefore, decided to re-
appraise Supplementary Demands if, before they are passed a re-
appraisal at the Modified Appropriation Stage indicated the poesi-
bility of a substantial saving.

6.20. The Committee are giad to learn that the Ministry of Defence,
have, in consultation with the Ministry of Finance, undertaken to re-
cast the Supplementary Demands in ease a review made at the Modi-
fied Appropriation stage indicates the possibility of substantial sav-
ings. They hope that this step would go some way towards ensuring
that Supplementary Demands reflect the correct requirements of
funds.

M. R. MASANI,
Chairman,
Public Accounts Committee,
New Dxonur;
April 10, 1969.

Chaitra 20, 1891 (Saka).”



APPENDIX 1
(Vide para 1.47)

Details of measures taken to improve provisioning procedures in
the Air Force

(i) With the introduction from 1st February, 1967 of Forward
Supply System at all units, holding of spares in the
flight lock-ups has been eliminated. Issues of stores
are now made across the counter against actual require-
ments. On the basis of such issues, replenishments of
stocks are obtained from the depots, which provide a
true consumption data for provisioning. This system
would ultimately help to relieve the user sections from
carrying large inventories which, in turn, lead to a
shorter inventory in thc I.AF.

(ii) A system of checks and counter-checks at various levels
has been introduced to ensure accuracy in provisioning.
It has been decided to carry out 100 per cent check of
provisioning reviews at various stages before submit-
ting the draft indents to Government for approval.

Indents are required to be sponsored at specified levels
depending on the cost.

(iii) For better co-ordination, Equipment and Technical Staff
have been made to sit next to each other to enable them
to discuss various problems, thereby reducing the inter-
sectional notings and movement of files. Similarly, at

policy level, a joint approach is ensured for all main-
tenance problems.

(iv) Reduction in pive-line and delavs in provisioning has
been effected by authorising despatch of repairable
rotables to repair agencies by quicker means to reduce
turn-round time and thereby reducing the need for fresh
imports. Formation of Overhaul Speres Depots along-
side the repair agencies will reduce the pipe-line be-
tween the Overhaul Spares Storage Unit and Repair
Agencies in addition to reducing the timelag between
actual consumption and provisioning reviews.

(v) High Value Contro] System with the aim of selective
high-value management to contro} centrally, high value

166
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items for better supply capability as also to reduce
expenditure wherever possible, has been introduced in

the IAF. This system applies to high value items select-
ed by Air Headquarters.

(vi) Special procedure for control of issue, movement and re-
pair of rotables (item which can be repaired and put
back into service), which are quite costly, has been
evolved. Floats of these items authorised for repair
agencies and consumer units have been laid down to
control holdings at wvarious levels.

(vii) An analysi: is in progress to determine the fast moving
items. Cards pertaining to such items would be marked
with a distinctive colour code and reviews of such cards
would be done once a month or so. so that continuous
replenishment action can be undertaken without wait-
ing for the normal review cycle.

(viii) Consumable stores called ‘C’ class stores cest very little
as compared to rotables. Their periodicity of 1eview
has, therefore, been changed from 6 months to 1 year

so that more attention can be focussed cn review of
rotables.

(ix) A Cell has been formed in Air Hqrs. for catalogueing all
the equipment in use in 1AF to provide standard cata-
logue of stores for reference purposes. Proper catalo-
gueing will not only help in standardisation of various
stores, it will also assist in easy indentification of items
and in establishing common items and thus decreasing
incorrect or duplicate holdings.

(x) A Committee has been formed within existing resources
to compile a Mannual! of Provisioning, codifying provi-
sioning instructions issued from time to time. With the
completion of this Mannual there wil] be a systematic
book covering various activities relating to provisioning.

(xi) It has been decided to adopt commercial practice, for
provisioning purposes by No. 30 Equipment Depot, with
suitable modification (in respect of Super Constellation
Aircraft and Wright Cyclone Engines). The detailed
procedures to be adopted by No. 30 E.D. for this purpose
are under active consideration. Based on the experi-
ence gained, the feasibility of constituting Local Provi-

sioning Committees for other equipment Depots will be
considered.
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(xii) The question of introducing mechanisation for speedy
processing of inventory control data at Air Headquarters
is also under consideration of Government.



APPENDIX II
(Referred to in Para 2.3)
PART 1

Components of Shaktiman trucks to be manufactured in Ordnance
factories with foreign collaboration

Sl. Component Date of Date of establishment
No. and Cost collabora- of indigenous manu-

tion agree- facture Remarks
ment
Anticipa-  Actual
ted
1 2 3 4 S 6

I Gear Box  April, March,  July, Production in  first
(Rs. 1,792) 1962 1964 1964 year was 30 per
month which was

increased in  the

nex: vear 10 §0 per

month. Produc-

tion in the Ordnan-

ce factory could not

meet the full re-

quirements and as

such imports con-

tinued.
2 Universal June, May, Dec., According 1o the
Joint 1962 1965 1967 collaboration agree-
(Rs. 943) ment all informa-

tion and technical
data were to  be
Supplied by Sep-
tember, 1962.
These were re-
ceived in German
language in Octo-
ber, 1062, and in
English in Februa-
ry, 1963.

Orders  were placed
for plant and ma-
chinery in March,
1964, for forgi
in November, §

100
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and for  special
tvpes of jigs and
tools in August,

1966.

3 Crank Case Sept., My, Not yet 29 machines received
Wi Axke As- 1958 1568 cstablish- in March, 1964—
sembly ! ed. December, 1966,
{Rs. 1.336) are lying idle for

want of  fixtures
which are still 1o be

supplied.

4 Uvlinder Sept., Mav, Dao. =  Machines received
Head of 1988 1yns in August, 19064~
Engine As- Muarch, 19067, are
senibly: Iving  withuut use
{Rs. 621 for want ol axwures

which are awaited
rrom the supplhices.

PART 11

Components of Shaktiman trucks to be manufactured by Trade or
in Ordnance factories with forgings received from Trade

SI.  Component and Cost  Date of establishment Remuarks
No. of indigenous manu-
facture

Anticipated  Actual

Trade

t  Rubber Pad Mounting  June, July,
Rs. 117) 1963 1965

2  Bruke Assembly . an,, April,
(Rs. 196) 1965 1967

3 Ol Filter {Rs. 119} . MMay, May,

1965 19656
Ordnance Factory

4 Connecting Rod . Oct, May, Production in  the
(Rs. 375} 1963 1968 factory is insigni-
ficant and imports
continue, the last
order having been
placed in Mly:
1N587.
§ Camshaft (Rs. 172) . June, Aug.,

1964 1966
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Percentages of Wastages

Average
of percen-

Item

Assumed Assumed Assumed Assumed

condem-

tages tage for tage for tage f or
con- or
demned hy condem-

percen-
tage for

condcm-

condem-
condemns- nation in  nation in  ration in _nation in

tion

Nov. 68 Fer. 60 Nov. 66

P
Boards .
held in
Nov 67
and Fed
1968
Shirts Mazri Grey 10 10 1« 20 25
Trousers Drill Khaki 10 10 1< 20 2¢
Slacks Drill Kheki L 10 14 20 as
Blouse Shirt Khski Skirt Shert
Ktaki Salwar White . 10 10 1< 2¢ as
Kamiz Whire 10 IC 15 20 as
Shorts Light Blue Grey < < i | 1c 124
Trousers Light Blue Grev ik 1] 15} 26 33%
Shirts Light Blue Grey . s s 7% 10 13}
Bush Shirt Cell Khaki . 6 6 ° 13 15
Shoes Canvas White 12 12 18 24 30
Canes Brown 9 9 13 18
Sccks Cotten Khaki (Boys) 9 o .. ..
List of mrplusa and thnr ralue as on 3cth Secptember, 1668.
Sl Item Qy. PV Rate  Total Value
No. Surplus
o o Rs. Rs.
1 Shirt Mazri Grey 9,79.051 6-17 60,40,744 67
2 Trousers Drnill Khaki 9,78,290 8-99 87,94,.827°10
3 Slacks Drill Khaki 1,83,432 9-57 17,55:444°24
4 Blouse Shirt Khaki 18,794 914 1,71,777-16
§ Skirt Short Khaki 18,994 7:96 1,$1,192-24
6 Salwar White 1,54,494 571 8,82,160°74
7 Kamiz White 1,98,521 485 9,62,826-8¢
8 Shorts Light Blue Grey . 49,685 8-97 445,674°45
9 Trousers Light Blue Grey 17,178 1199 1,92,221°83
10 Shirt Light Blue Grey s1,182 11-44 $,85,522-08
11 Bush Shirt Cell Khaki 1,14,470 914 10,46,255-80
12 Shoes Canvas Whitc 44,838 4°17 1,86,974-48
13 Shocs Canvas Brown 1,20,987 412 498,466 44
14 Cancs Brown . 48,590 1-38 67,084-20
15 Socks Cotton Khski . 4287 1-06 $544°22

2,17,85,635-47




APPENDIX IV

Summary of main conciusons/recommendations (referred to in para 4 of Introduction)

+ e

S. No. Para No. . {

Repp.nt

< s

1. 14

L4

Ministuy;Deparument
conarned

v e

3

Ministry of Defence,

Deptt. of Defence
Production

et e .

s ot e ———

Conclusions/Recommendations

4

S e —— i —— 1 ot o -

——

The Committee recognise that for various reasons the country
will stand committed to a substantial outlay on the Defence effort
in the years to come. This lends importance all the more to the
necessity to plan the outlay judiciously and economically. The Com-

mittee would like to commend in this connection the following lines
of approach:

(1) The Armed Forces will have to be provided with greate:
fire power and the equipment policy in this respect wil
have to take note of the rapd changes in technology tha:
are occurring. However, before new equipment is accept-
ed for use, it will be necessary to recognise that it will
have to be tested intensively in Indian conditions and that
the forces will have to be trained in its use.

(ii) Equipment for the Armed Forces is not to be viewed as
an item in itself: it is part of a system. Before its
addition to the armoury is consered, it will have to be

iz



(i)

examined whether it will add to the complexity and cest
of maintenance. A multiplicity of types will undoubtedly
complicate the problem of maintenance.

The provision of new types of equipment will have to
take into account the need to provide a resdy bank of
spares, based on a realistic assessment of requirements
as also the need to train the maintenance staff thoroughly
in repair and maintenance jobs.

(iv) Before new equipment is introduced, there should be a

(v)

careful examination of its merits vis-a-vis existing equip-
ment and of its suitability for tasks ahead in the light of
existing knowledge and expertise. Equipment which may
cease to be considered suitable for frontline troops may
have to be kept in reserve for Reserve Forces in the
secondary sectors which may have to be mobilised in an
emergency.

Rationalisation of demand and standardisation of somge-
what similar articles required by different Services might
help to make the programme of production economiec.

si
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1.12

1.13

Ministry of Defence/
Deptt. of Defence
Production

Ministry of Defence/
Finance (Defence)

of Defence/
Deptt. of Defence

Production

The foregoing considerativ: tlustrate the need for an inte-
grated approach to the probleir. i equipping the Armed Forces. The
experience of some other coun:. 28 indicates that such an approach
to problems has been considera:.y facilitated by the introduction of
the Planning-Programming-Budgetting system. The Committee
would like it to be examined how such a system could be of assist-

ance in effecting better coordination and implementation of Defence
plans. . ‘

The Committee cannot too strongly emphasise the need to
effect economies in Defence expenditure consistently with the
requirements of security. While they ere happy to learn that
economies of the order of Rs. 52 crores were effected last year, they
are of the view that a systematic exercise will have to be conducted
covering distinct areas of logistics management in a phased manner.
The aim should be producing in the country what we need, buying
what we cannot produce, “buying at the lowest sound price” and
“reducing operational costs”. The Committee would like in this con-
nection to commend the suggestions made in the Report of the Team
of Officers who visited the United States of America for the intro-
duction of a phased programme of cost effectiveness. For this pur-
pose, it is imperative that training facilities in different branches in
management and cost effectivencss techniques are suitably and
speedily augmented.

A basic factor in any cost effectiveness programme would be
computerisation. The Committee would like the Ministry in this

9L



1.19

1.20

tonnection to expedite progress on the pilot project study oi
inventory control through electronic date processing system which
was introduced in the Central Ordnance Depot, Delhi Cantt. last year.
The aim should be to extend this facility expeditiously to other

- centres in the light of experience gathered.

The Committee are glad to observe that both the Ministry of
Defence and the Department of Defence Production are alive to the
need to make the country slf-reliant in the matter of armaments
and equipment required by our armed forces. However, as stated
by the Defence Secretary, “we have yet to go a long way before it
is possible to attain the comparative self-sufficiency which it is
possible to attain.”

In the Commitice opinion, the development of indigenous pro-
duction of items required by the Armed Forces is a crucial factor in
Defence preparedness. There is, therefore, need to pool the produe-
tion resources available both in Governmental as well as the private
sector and to enlist the assistance of skills and capacities that the
private sector u:ers, particularly in the engineering and chemical
industries.

In the Committee’s view, this requires the formuletion of a
carefully prepared industrial mobilisation plan in liaison with the
trade and with assistance to Industry to enable them to familiarise
themselves with the techniques of production and quality control that
would meet Defence requirements, .-

L1
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121 Ministry of Defence/ No less important is the need to encou;;ge research in indi-
Deptt. of Defence . . )
genous design and indigenous manufacture so that weapons and
Production systems which are suited to Indian conditions are developed in the
national interest.

1.32 -do- The Committee feel that apprecciable progress has not been made
in off-loading to the trade items available in the market at a cheaper
price. If production for Defence requirement is to be ‘indigenised
speedily, it is essential that sustained efforts should be made to tap
the industrial capacity available in the civil sector, more s0 when
that sector has bern able to supply succe:sfully critical and sophisti-
cated items required b Defence.

1.5 -do- In this connection, the Committee would like to recall their

observations made in their 16th Report (Fourth Lok Sabha) that
Government may consider sericusly whether items whieh are avail-
able at a compamtively cheap price from the trade and where there
is no risk of the supplies failing at a crucial time, may not be
obtained from the civil sector. The Committee had then also point-
ed out that procurement of defence supplies from civil industries in
peace time had the added advantage of providing a cushion for
increasing the supplies at short notice during an emergency.

i Deg:.t of Defence The Committee note that a Department of Defence Supplies has
pplies been in existence since 1965 and has been charged with the task of

TR
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138

1.42

1.4

Deptt. of Defence

Production

encouraging imdigenous production of Defence items which are
being imported. That Department should pay sustained attention to
the question how best the resources available in the civil sector

could be tapped in an increasing measure.

The Committee also consider that Ordnance factories should con
centrate on producing vital and critical items for which capacity is
either not available or cannot be established in the civil sector for
various reasons, leaving it to the trade to supply common user items

for civil and defenc~ purposes.

The Committee can hardly over-emphasise the importance of
adwmee planning and propramming of production in Ordnance Fac-
tories with a view to ensuring utilisation of assets both of men and
machines in a most efficient manner. They nota that the Devart-
ment of Defence Preduction has recently initiated steps in this diree-
tion in the light of the recommendations made by a Stindy Team
which was set un in pursuance of the recniamendations cantained
in the Sixteenth and Nineteenth Reparts of Public Accounts Com-

mittee last year.

The Committee would Jlke in this connection to draw atten-
tion to their oheervationg in their Fiftv-Second Report (Fourth Lok
Sahha) where they have supgested that while allocating the work-
load the production cost factor should be kept continuously in view.
Better programming could he achieved by the use of computer faci-
lities which have been made available to the Director General, Ord-
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The Committee note that in Britain no centralised purchase
agency exists and that each Ministry/Department is free to make its
own purchases (excluding Aircrait and their spares). Inter-depart-
mental consultations, however, do take place in regard to the pur-
chase of items of a similar nature. While the Committee concede
that the existing arrangements for procurement of Defence Stores in
India through a centralised agency, viz.,, the Department of Supply
(Director General, Supplies and Disposals), might be of advantage
in the interests of economy, they do wish to emphasise that while
catering to Defence requirements time is of the essence of the mat-
ter. Government should, therefore, devise a machinery which would
ensure the procurement of high priority operational items with the
least possible delay. The Committee consider that one method of
doing this would be to set up a high level standing Committee con-
sisting of the representatives of the Department of Supply, the Min-
istry of Defence/Finance (Defence), Department of Defence Produc-
tion and Department of Lefence Supplies to act as a clearing house
for indents of this nature so that in appropriate cases they could
give authority for direct procurement to save time.

The Commnittee observe that as a result of the measures taken
by the Ministry during the past year considerable progress has been
made in the disposal of surplus/obsolete stores. The Committee,
however, find that the value of stores yet to be examined by the
Inter-Services Technical Team has doubled from Rs. 3.14 crores as
on 30th April, 1967 to Rs. 6.42 crores as on 30th April, 1968. The
Committee, therefore, urge the Ministry to pursue vigorously its
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efforts tn accelerate the pace of examination and disposal of these
stores. So far as the dispnsal of MT sparcs is concerned, the Com-
mittee would Hke the Ministry to issue instructions to the Depot
Commanders to have them segregated make-wise, expeditiously, so
that their dispnsal is facilitated and bhetter value is obtained.

The increasing incidence of surpluses raises a question whe-
ther the existing techniques of inventory control and management
are effective. The Committee would lke in this connection to draw
attention to their observations in their 43rd Report about the need
to rationalise the existing techniques and to introduce modern
methods of provisioning and stores control.

The Committee note that substantial cconomies by way of
curtailment in the strength of the gazetted and non-gazetted staff in
the Office of the Director General, Ordnance Factories, have been
suggested by the Staff Inspection Unit of the Ministry of Finance,
but their recommendations have not been found to be workable by
the Director General, Ordnance Factories. The question of imple-
mentation of the suggestions !s, however, stated to be under active
conisideration in consultation with the Director Genera', Ordnance
Pectories and the Staff Inspection Unit.

L2:94
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The Committee would like Government to finalise the matter
at an early date and effect maximum economy consistently with re-
quirements.

The Committee turther suggest that there should be a stand-
ing arrangemient whercby the requirements of staff at the head-
quarters of the Director General, Ordnance factorics as well as the
production units (mainiy ordnance factories) which have not been
examined by the Stafl Inspection Unit, arc periodically examined
at a high level to effvct all possible economies consistently with the
need for maintaining efficient production.

The Cominittee are not at all happy about the situation that
has developed concerning Shaktiman Trucks. They note that there
has been a consistent shortfall in the production of Shaktiman
trucks in relation to targets fixed. It was stated by the Secretary,
Department of Defence Production, that the “practice” has been to
fix the targets on the high side, but the Committee observe, that,
even after the annual target of production was scaled down in 1967-
68 from 1500 to 1200 trucks, production has continued to lag be-
hind the target.

The shortfalls in production have been attributed mainly to
defects that developed 1 certatn major components of the truck
like piston assembly, gear box and transfer case which are now be-
ing indigenous y produced. 'This rituation emphasises the necessity
for a strict and continued watch by the Department over the quality
of indigenous components and quick and timely action to rectify the
shortcomings noticed in these components.
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The Committee would like the Department of Defence Pro-
duction t; ensure that ind:geacus production is speedily established
and that rigorous quali‘y contrul is maintained so that the parts in-
digenously produced can be used in the trucks

Apart from quality control, there is also a compelling need
to enforce strict cost control. The cost of a Shaktiman truck as on
18th July, 1967, was Rs 62,642, as against which the cost of a civil
truck procured by the Army was Rs. 51,000, It was stated by the
Department of Defence PProduction that certain of its features make
the Shaktiman truck ‘suverior’. The Committee would like the
Department of Defence Production to examine how best the cost of
the Shaktiman truck could be brought down through systematic cost
contro! at every stage of production

So far as the project for setting up a new full fledged unit in the
State Sector for manufacture of Shaktiman Trucks as well as Nissan
trucks and patrols i3 concerned, the Committee would like Govern-
ment to give careful cons'deration to the following factors which
have a bearing on the aconomics of the venture: .-

(1) According to the information given to the Committee, the
proposed unit would be producing 1,100 trucks per month

s vy
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so that it could take advantage of economies of scale. The
Army's requirement for trucks over the last six years has
varied from 5.200 to 9,600 trucks per year. It is, therefore,
obvious that production at an economic level cannot be
sustained on the strength of demand from Army alone,

If the proposed unit is geared to a level of production
which demand {rom Army alone cannot sustain, it will
inevitably have to look to the internal and export markets
to keep its production going. The internal market is be-
ing catered to already by units in the private sector which
are at present producing trucks at cheaper cost than the
ordnance factories. The unit cannot, therefore, compete
with private sector units unless the existing level of cost
is proportionately brought down. The scope for such re-
duction in cost, and the competitiveness of the truks pro-
duced at such reduced costs vis-a-vis trucks produced in
the private sector will, therefore, require very careful

examination.
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(iii) So far as ecxport markets are concerned, the data
furnished by the Department about the ex-works
prices of both Shaktiman and Nissan trucks show that
these prices are at present higher than similar prices of
trucks produced in Germany and Japan. Admittedly,
there may be a reduction in internal prices if production
is established on a larger scale, but it will still have to be
considered whether the prices will even then be competi-
tive with those at which the collaborators are at present
producing them. The other point is whether the terms
of the collaboration agreements leave scope for exports on
a scale that would be necessary. Another point no less
important is how potential export markets which Govern-
ment have in view are at present being served and whe-
ther the proposed unit will be able to compete with exist-
ing suppliers to those markets on equal terms.

The Committee note with regret that the Director General,
Supplies and Disposals placed an order with a firm for supply of a
large sized gas plant without adequately verifying the firm's capacity

29 a-s8 Ministry of Defence/
Dep:t. of Supply.

B T [

L8X



P R, e tine AT s . =t | e v ——
PR et e

30 2°49 Ministry of Defence’
Deptt. of Supply

31 2:60 ~do-

4

tu execute the work. What is surprising is the fact that a printed
brochure given by the firm about various institutions to whom they
had supplied gas holders and gas plants on a “laboratory scale” was

considered as adeguate proof of their capacity to fulfil their contrac-
tual commitment.

The Committee note that the gas plant is stil to be commis-
sioned over four yvears after the scheduled date of its commissioning.
Preliminary trials with the Plant have brought to light defects which
the firm has been asked to rectify and (Gjovernment is, therefore, not
in a position to say when the plant is likely to be put into operation,
The Committee would like to be apprised of the progress in this re-
gard as also the action taken against the firm.

One point  arising out of the information furnished to the
Committee needs mention. Due to non-commissioning of the gas
plant, Government have been forced to buy gas from the market.
While the cost of production of gas {rom the gas plant as originally
estimated was lower than the price at which gas is being purchased
in the market, these estimates were based on certain data regarding
the cost of furnace oil and diesel uil which are no longer valid. In
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view of the substantial increase in the prices of these oils, it needs
examination whether the Plant vould be able t, produce gas at rates
comparable with the market rates

The Committee observe that the factory contracted originally
for a demand of 14,000 KVA which was later reduced to 5,000 KVA.
Even the reduced demand has turned out to be a gross over-estima-
tion of requirements. Over a period of four years ending July, 1968,
the payments for electricity on the basis of stipulated percentages of
contract demand exceeded by Rs. 827 lakhs the charges that would
have been pavable on the basis of actual consumption. The Commit-
tee note that this yuestion of excess payment as well as the payment
of certain charges demanded by the Electricity Board at the time
of reduction of the contract demand to 5000 KVA are under discus-
sion. They would like to be apprised of the outcome of the efforts
in this regard.

The Committee observe that due to  un-coordinated planning
in the matter of provision of housing accommodation for the staff
employed in the factory, a Bachelors’ Mess constructed at a cost of
about Rs. 3 lakhs has bheen lying un-occupied <ince October, 1966.
The programme for construction of the Mess, which was intended
for housing junior officers. was advanced so that it could be used
by officers. foreign technicians and other senior staff posted to the
factory for installation purposes. Due to a delay of more than 2
vears in construction, this objective could not be realised. The ulti-
mate objective of the Mess being used to house officers employed on
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production work has also not been realised as there is “surplus
accommodation even in residential guarters” that were separately
put up and the tempo of production in the factory has been well
below the original expectation. The Committee would like it to be
examined why the programme for provision of accommodation was
not coordinated with the programme of production in the factory.
Government should also take steps to ensure that such instances of
lack of coordination do not recur.

The Committee fail to understand why whnen the Air Force
authorities had clearly indicated in January, 1965 that unheat-
treated bombs would not be acceptable to them beyond March, 1985,
the Ordnance Factory producing these bombs continued to supply
them till, April, 1966. It is regrettable that this should have occurred,
particularly as the Factory had by then (December, 1964) developed
facilities for heat treatment of bombs which were capable of meeting
“the actual requirements of the Air Force almost fully.” The Air
Force finally decided in March, 1968 not to accept these bombs in
view of the “very large stock” that had by thet time accumulat-
ed. By that time bomb bodies components valued at Rs. 12.20 lakhs
had also accumulated with the Factorv. The Committee consider
that {f prompt action had been taken to stop production of unheat-
treated bombs after the requisite capacity for heat treatment was
established. it might have been possible to reduce substantially the
accumulation of unheat-treated bombs with the Air Force as well
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as the factory. The Committee trust that the Department of Defence
Production will issue instructions to ensure that such instances do
not recur. The Committee also hope that the available bomb bodies

will be put to the best possible use.

The Committee observe that a deficiency in stores to the
tune of Rs. § lakhs came to light in one of the ordnance factories as
a result of stock verification. It is regrettable that physical verifica-
tion of the stock in the factory was not carried out for two consecu-
tive years, i.e. 1964 and 1965 and that a false report was sent
to the Director General, Ordnance Factories that the verification for
the year 1964-65 had been done. The Committee note that, though
a Court of Enquiry which investigated the case found the deficiencies
to be attributable to wrong book-keeping and held no specific indivi-
dual to be responsible, a fresh Board of Enquiry has since been
constituted by Government to investigate the case and pinpoint
individualiindividuals responsible for the shortage. The Committee
wonld like to be apprised for their findings.

The Committee degire that in the light of the advice given by
the Ministry of Law the Department of Supply should take measures,
without further delay, to recover the loss caused to Government
through the default of the contractor.

The Committee note that action is being taken by Gov-
ernment against the officer held responsible for not carrying out
proper inspection before passing the logs.

L g R 1 i e o M S+ ene mime
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38 317 Ministry of Defence. The Committee are surprised that provisioning of uniforms
for the National Cadet Corps took place without regard to the fact
that there was a consistent shortfall in recruitment every year in
relation to the authorised strength. It is also regrettable that, in
the course of provisioning, an arbitrary reserve of 20 per cent for
“wastage" was provided for without any effort at ascertaining what
the actual “wastage data” was. In the result, there has been an ac-
cumulation of surplus garments, the value of which amounted to
Rs. 1.23 crores allowing for the fact that part of the stock might not
be altogether new. The Secretary, Ministry of Defence, himself ad-
mitted during evidence that “there had not been a systematic ap-
proach to the question of provisioning” in the National Cadet Corps
Directorate.

39 318 -do-
The Committee note that the Ministry of Defence have since

overhauled the system of provisioning to take note of actual enrol-
ments in the National Cadet Corps as also the actual wastage data
in respect of uniforms, based on information about their condemna-
tion. The Committee trust that this would help in avoiding the ac-
cumulation of surpluses and that the provisioning procedures wil! be
kept under constant review in the interest of economic inventory
management. The Committee hope that the Ministry would also
pursue vigorously the auestion of disposal of the surplus stocks
which arc not likely to be used by the National Cadet Corps in the
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hear futurc und arrange to have them transferred tu other organi<
sations e.g. the Civil Defence Organisation, the Home Guards, the
Central Reserve Police and the Border Roads Organisation,

The Committee note that ti.l 1961 Parka trousers were being
issued on a very restricted scale t.e., to troops on static duties in
extremely cold regions. The decision taken in November, 1962, to
issue them on a large scale to troops on operational duties at high
altitudes, therefore, involved a major change in the policy of provi-
sioning warm clothing. While the Committee are prepared to con-
cede that in the situation then obtaining there was not much time
tor trials, they are not able to appreciate why adequate follow up
action was not taken to curtail the manufacturing programme when
the field trials carried out as early as January-February, 1963, re-
vea.ed that the trousers were “too heavy and cumbersome for all
active duties.”

The Committee further observe that soon after the supplies
against the first order were completed (November, 1964), another
order for supply of 1.40 lakh pairs of Parka trousers, 1963 pattern,
was placed on the Director-General, Ordnance Factories in Decem-
ber, 1964. The Ministry have not been able to furnish to the Com-
mittee information regarding the number of trousers actually issued
to troops till December, 1964. It is, therefore, evident that this
order was placed without taking into account the actual number of
trousers issued to troops till then and without ascertaining the posi-
tion about their actual utilisation,

€61



43

35S

3

3

Miristry of Defence

~duo-

e — G e © vr—r e = Tia x e

I o e St . et

The Committee further note that when these trousers were
issued to troops on a large scale in the winter of 1964-85, it was found
that they were “not very popular with troops.” A decision was,
therefore, taken in February, 1966, to reduce the scale of provision-
ing from 100 per cent to 5 per cent in pursuance of a suggestion re-
ceived from the Eastern Command in June, 1965. It is a matter
for regret that it tonk eight months for Army Headquarters to come
to a decision after the matter was referred to them by Eastern Com-
mhnd and that in the meanwhile no effort was made to curtail the
manufacturing programme for these trousers.

The Committee hope that the Ministry of Defence will make
all possible efforts to put the surplus stock of Parka trousers to the
best possible use and to dispose of raw materjals which are no longer
required. They hope that this case will serve as an eye opener and
the Ministry will ensure that in future such instances of gross over-
provisioning d» not recur.

The Committee observe with concern that a large number of para-
chutes valued at abonut Rs. 7 crores were held in stock in January,
1968. Even after nroviding for reserves and requirements during
the next 2-3 vears, it is obvious that there is ample stock of para.
chutes which is surnlus to requirements.
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In the Committee’s opinion, this situation was caused by the
unscientific provisioning policy that was followed. While assessing
the requirements in 1962 and 1963. retrievals were taken as 25 per
cent of parachutes dropped without testing the accuracy of this as-
sumption with reference to empirical data about retrievals. Ewven
after it became clear in 1964 that retrievals were on a
larger scale than assumed. steps to curtail production in the
ordnance factories were taken only half-heartedly in stages between
July, 1964 and Februaryv, 1967. The over-riding consideration ap-
parently was to keep the ordnance factories busy, but this was hard-
ly the best way of doing it. The consequences of the policy followed
would be evident from the fact that, apart from surplus parachutes
that have accumulated, the ordnance factories had acquired stocks
of materia's worth Rs. 72.12 lakhs for the production of these para-
chutes which were rendered surplus to their requirements in May,
1968. Of these, stocks valued at Rs. 28.63 lakhs only have been
“earmarked for utilisation or are likely to be utilised.” Part of this
material (the value of which is vet to be intimated to the Commit-
tee) was imported. Apart from the money expended on these stores,
the money expended on the staff employed on the production of
these parachutes has also largely turned out to be avoidable.

- —
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The Committee would like the Ministry of Defence to assess
realistically the number of parachutes rendered surplus and to take
expeditious steps for their disposal to civil users before the shelf
life of these parachutes expires. Raw materials which have turned
out to be surplus to requirements should also be speedily disposed
of. Government should also take the lesson from this case
of the need to put provisioning procedures on a scientific basis to
avoid costly and wasteful accumu’ation of stocks.

The Committee have earlier in this Report recommended a high
level review of provisioning procedures for the Services so that the
system could be effectively streamlined. The Committee would like
Government to take an early action on this recommendation.

The Committee feel that procurement of defective stores
that occurred in this case could have heen avoided had the India
Supply Mission Washington as well as Army Headquarters exercised
due care. The indent for the stores was raised on an urgency basis by
Army Headquarters in February, 1964 and a contract was placed by
the India Supply Mission with a firm in July, 1964. The India Supply
Mission were aware, at the time the contract was placed, that simi-
lar stores supplied by this firm against an earlier contract had been
reported by Army Headquarters to he defective and that the ques-
tion of acceptability of those stores was under consideration. The
India Supply Mission themselves had, in fact, drawn the attention of
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Army Headquarters 1o this position in a communication they sent
in February, 1964, on another ordinary indent for these stores on
which they had for this reason suspended procurement action. It
is, therefore, not clear why the Mission chose to place a contract
without specific clearance from Army Headquarters. The fact that
the indent in guestion was “urgent”, whereas the one on which pro-
curement action was suspended had been categorised as “ordinary”,
should have made no fifference as the question involved was whe-
ther or not the earlier supplies were defective.

The Committee are also at a loss to understand why Army
Headquarters failed to give appropriate instructions to the India
Supply Mission, even after the latter had specifically addressed them
in the matter in February, 1964. Army Headquarters became aware
of the defects in the supplies in December, 1963, i.e. even before the
indent for the subsequent lot was placed. They could, therefore,
have well instructed the India Supply Mission not to place the orders
with the firm till the question of the acceptability of the earlier sup-
plies was settled. In fact, it took Army Headquarters eight months
to repy to India Supply Mission’s communication on this point and
by that time India Supply Mission had already placed the contract,

The Committee would like hoth the Ministry of Defence and the
Department of Supply to investigate the various lapses that occurred
at various stages in this case and to fix responsibility for these.

The Committee are not happy that staff were posted to two
hospitals in excess of requirements and without regard to the fact

e b S e e e s+ et
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that adequate facilities had not been developed in these hospitals.
It has been stated that the staff were kept fully employed, but the
Committee observe that the Ministry of Defence themselves express-
ed the view that they were “not fully satisfied” in this regard. The
Committee hope that as a result of instructiong issued, it will be en-
sured that staff ere posted to the units in phases strictly “according
to work-load, actual or expected, and the availability of facilities.”

The Committee note that the ultimate requirement of land
in this case is not likelv to be for various reasons more than 15 acres
as against 884 now under requisition. The Comimittee trust that the
authoritieg will take speedy steps to derequisition the remaining land
as soon as it becomes surplus.

From the information furnished to the Committee, it s
seen that a number of plots of land with the Army and with the
Navy are lying vacant at various stations, The Committee would
like the question of dehiring derequisitioning of these plots of land
to be speedily settled.

In their 15th Report (Fourth Lok Sabha), the Committee
had drawn attention to certain cases of un-coordinated planning in
requisitioning land. They had suggested that every care should be
taken to see that land is requisitioned only after the most careful
consideration of requirements and that Government should review

861
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The Committee cannot help feeling that the scheme was
conceived and executed without a proper determination of require-
ments or priorities at any stage. The scheme. the cost of which was
estumated as Rs. 1.30 croves. wus formulated at a meeting of a Board
of Officers held bhetween the 9th and 12th June, 1965. The decision
at this meeting was that the scheme should cover the development
of water resources at station "X' as well as station ‘Y’, as the total
requirements of water for the Army were estimated to exceed the
known resources a' station ‘X’. However, the investigation of the
water resources at station ‘X' by the Geologist took place
only on  24th June, ie. after the scheme was formulated,
The  Superintending Geologist had, after examining this re-
port, suggested that the vield at station "X’ should be tested
before proceeding tu develop the water resources at station ‘Y.
There is, however, nothing on record to indicate that any attempt
was made to re-determiine the priorities of the work in the light of
this suggestion. It is alse sipgnificant that, after water resources
were developed buth at stat:on *X' and station 'Y’ for supplying ap-
proximately 4 lakhs of gallons a day the actual supply that was
made during the four vears ending 1967-68 varied from 13,000 gallons
a day to 28500 gallons a dav, ie.. about a tenth of the safe
yield" of three out of five wells at ‘X', Tt is also  signifi-
cant that “in spite of effort”, the Ministry of Defence have
not been able to ascertain what  the requirements of water
for the Army in this  region actually were and how
they were worked out. Had the scheme been preceded by a survey
and been executed on the lines suggested by the Superintending

.
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Geologist, an expenditure of Rs. 59 lakhs incurred on the deve op-

ment of water resources at station 'Y', which have largely remained
unutilised, could have bheen avoided.

It was stated by a representative of the Ministry of De-
fence that the w.. ¢ was executed as a matler of operational urgency
and that there w; no time for a very detailed survey. The Com-
mittee are, however, unable to accept this explanation. Between the
timee the Board recommended the work (June, 1965) and the work
commenced (September, 1965), there was an interval of more than
three months during which the vields of wells at station ‘X’ could
have been tested. Morcover, as against 8 months during which the
work was planned to be executed, the execution was spread over one
and a quarter years and during this period also the yield of these
wells could have been tested and priorities redetermined. The Com-
mittee hope that the Ministry of Defence will issue suitable instruc-
tions to ensure that such instances of hasty planning and execution
of work do not recur.

The Committee note that over 13 per cent of the cement
asbestos pipes valued at Rs. 50 lakhs supplied by the contractor for
laving the mains for this scheme burst at a pressure far less than
that specified in the contract. even though the pipes had been inspect-
ed and tested by the Director General, Supplies and Disposals before
supply. As the matter is stated to be under police investigation, the
Committee rescrve their comments pending outcome of the enquiry.

Tot
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The Committee note that the local officer in this case depart-
ed from the authorised general specifications for certain work
without requisite approval. In the result, en extra expen-
diture of Rs. 1.12 lakhs was incurred. The Committee would like
the Ministry of Defence to examine in the light of all the circum-
stances of the case whether any further action is called for.

The Committee observe that an Air Force Station paid elec-
tricity charges from September, 1965, till January, 1967, on the basis
of 75 per cent of the maximum contract demand, viz. 500 KVA, though
the actual consumption was not more than 100 KVA. It has been
stated that the connected load was 250 KVA and a further load of
250 KVA was anticipated. The anticipated load did not, however,
materialise due to a change in operational requirements, which was
“indicated™ by the Command Authorities in January, 1967, It is not,
however, clear how, when the change in operational requirements
was “indicated” only in January, 1967, the Garrison Engineer could
have approached the Electricity Board for scaling down the contract
demand to 100 KVA even in September, 1966. The Committee would
like the Ministry of Defence to examine whether there was a failure
to scale down the demand sufficiently in time.

The Committee note that the excess charges for the period
June, 1968, to January, 1967, have heen refunded or are likely to he
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agreeing to the construction of a temporary bund by the contractor
for the purpose of execution of the work. It is significant that, after

this bund was put up, siltation increased, reducing the depth from
12 feet to 8 feet in four years,

The Committee note that experiments conducted in 1968
show that the basin is getting desilted and that at present the jetty
is being used for loading and unloading barges. The Committee con-
sider that before incurring heavy capital expemditure in providing
handling and other facilities at the jetty, Government should make
sure that the jetty will have a draught of 20 feet at the pier to permit
direct loading and unloading by destroyers and frigates.

The Committee observe that the three Seaward Defence Boats
which were expected to be delivered to the Navy between August—
December, 1964, will now be available only in the middle of 1989 i.e.
after a delay of about 4} years. This delay was, in the main, due to
the time taken in the revision of specifications and in importing steel
of the required specifications.

The Committee note that, within two months of sanctioning
the scheme, the Naval Headquarters undertook a major revision of
specifications which took as much as 1} years to complete. The Com-
mittee can only conclude that due note was not taken by Naval Head-
quarters'Ministry of Defence at the time of mnctioning the pra-
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Ject in March, 1960, of the advances made by the ship-building indus-
try in India and of their own experience with the Seaward Defence
Boats built earlier in the country.

The Committee further note that, though the Garden Reach
Workshops were issued a licence for import of steel through the
Iron and Steel Controller in October, 1963, supplies were actually
received only towards the end of 1965. Thus, a further delay of
more than two years was caused.

The Committee are constrained to observe that, as a result of
delays due to various factors and at various stages, machinery,
equipment and certain weapons costing Rs. 41 lakhs acquired for
installation in the boats, are jying unused. The warranty period
for these items of supply has already expired. Even when it became
obvious in May, 1963, that there would be delay in construction due
to steel having to be imported, Naval Headquarters/Government did
not take any measures to reschedule the delivery period of these

stores.

The project thus appears to the Committee to have been rom-
ceived in @ hurry and executed at leisure. The Committee would
like Government to analyse in detail the reasons for delays of this
nature and take suitable remedial measures. They would impress
upon Government the nced for more careful planning and coordi-
nation between the various agencies so as to avoid recurrence of

cases of this nature,

o o T I T T e e e R i
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The Committee observe that a series of lapses on the part of
different authorities led to a valuable Defence consignment passing
into unauthorised hands and Government sustaining a loss of Rs. 7
lakhs. The stores were consigned to Bombay in April, 1962, but
were apparently not off-loaded there. The Port Trust authorities at
Madras who got this consignment some time in 1962 allowed it to
remain in an ‘Iron dump’, “where uncleared packages are stored”,
for the best part of two years, before deciding to put them up for
auction in May, 1964, as unidentified and unconnected stores. Ac-
cording to the procedure, they were required to check the “outturn”
from every ship by the end of the month from the date of completion
of discharge. This they failed to do and the consignment also
“missed the outturn”, resulting in its being dumped in their premises
for about two years. The customs authorities, who cleared the con-
signment prior to its auction, appraised its value as Rs. 4,000 but
did not apparently even open the consignment. Had the consign-
ment been properly examined, it would have heen identified at least
at that stage.

One aspect of the case in particular needs close investigation
by Government. It was stated before the Committee that the con-
signment got off-loaded at Madras instead of Bombay "by accident.”
The Committee, however, observe from the information furnished
by the Ministry of Defence that the ship by which the consignment
was sent, “did not call at Madras.” The Ministry of Defence have,

goT
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however, added that “confirmation/clarification” in this regard is
being obtained from the Ministry of Transport and the Port Trust
authorities. The Committee would like the matter to be followed
up. In case it is established that the ship did not touch Madras, it
should be thoroughly investigated how a Defence consignment
meant for Bombay found its way to Madras without the knowledge
of any of the authoritics concerned.

The Committee also find that it took over one year for the
Bombay Port Trust authorities to issue a short-landing certificate
for the goods. Such a delay argues poorly of the state of efficiency
of the Port Trust und may result in claims against shippers becoming
time barred. The Committee desire that concerted action should
be taken to ensure that such delays are eliminated. The Committee
stress that Port authorities should arrange for speedy identification
of all unclauimed unconnected consignments,

In their 15th Report  (Fourth Lok Sabha) the Committee
have comprehensively reviewed the position in regard to the clear-
ance of defence consignments by the Defence Embarkation authori-
ties and have stressed the need to ensure that Defence stores are
expeditiously cleared through proper liaison with Port Trust autho-
rities. The present case highlights the need for such action. The
Committee note that, pursuant to their observations Government
have issued instructions to the organisations concerned. The Com-
mittee would like to watch the implementation of these instructions

through future Audit Reports. .
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The Committee cannot refrain from expressing the view that
this case speaks rather poorly of the state of affairs in the Embarka-
tion Commandant’s Organisation at Bombay. The stores were un-
loaded between the 20th September, 1957 and 30th September, 1937,
and could not be located till after a search on 3rd March, 1858. Due,
however, to records getting misplaced, it could be cleared only on
the 16th December, 1962, after which it was found to be badly
damaged. The Committee note that the officials directly connected
with the case have been released from Army Servicee. The Com-
mittee hope, however, that in the light of experience of this case and
the observations made by the Committee in the earlier portion of

this Report steps will be taken to guard against the recurrences of
such nature,

The Committee note that 585 out of 600 tyres procured for
an aircraft at a cost of Rs. 1'14 lakhs turned out to be surplus and
had to be auctioned for Rs. 61,000. These tyres were procured
on an urgent demand iscd after a review of requirements
carried out in December, 1963. but were found to be surplus as a
result of another review carried out a year thereafter. A further
surplus of another lot of 228 tyres has also come to light as a result
of subsequent review of the stock position conducted in January,
1968. All these suggest that the procurement of these items was
not done on a realistic assessment of requirements. It was
explained during evidence that assessments of requirements of spares

o1t
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for aireraft are based on past consumption data as modified by a
‘forecast factor' determined with reference to the future plans for
fiving operations. The recurring surplus disclosed in this case
coupled with the erratic consumption of this item over the last five
years varying from 600 to 21 indicate that either no systematic plan
for flying operations was drawn up for this aircraft or that procure-
ment was undertaken without regard to such plans. The Secretary,
Ministry of Defence, himself stated during evidence that the results
of various provisioning reviews carried out in this case were “some-
what confusing” and that “if the provisioning is more svstematic
these confusing results would not have arisen” The Committee
would like Government to examine how best the existing system
of provisioning in respect of aireraft can he systematised by evolv-
ing realistic 'forecast factor' so that costly and wasteful accumula-

tion of inventories does not occeur,

The Committee observe that over-provisioning to the tune of
Rs. 1.45 lakhs occurred in this case due to omissions on the part of
the staff entrusted with the maintenance of stores records. A
Court of Inquiry which investigated the case found “very important
provisioning documents” for certain periods to be not available and
some of the entries in the available records “to be fake”. The Court
of Inquiry also pointed out that the staff did not have adequate
training or experience in provisioning procedures and that adequate
supervision was lacking. Theyv suggested that the question of im-
proving the system of stores records should be considered and ade-
quate training pruvidwl to tlw qt.nff The Committee trust that Gov-
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ernment wm examine the situation in regard to the state of stores
accounts in ather Depots having large holdings, to ascertain whether
there are similar shortcomings in those depots and how best they
could be remedied through better training, closer supervision and
rationalisation of the system of accounts and procedures for provi-
sioning. The Committee have in their 15th Report (Fourth Lok
Sabha) already emphasised the importance to the Air Force of
modern techniques of stores control and inventory management. The

Committee hope these techniques will progressively be adopted in
all stores depots,

The Committee are not happy that it took nearly two years
in this case to settle the question of foreign exchange required for
certain items of stores indented for by the Air Headquarters. The
delay resulted in an extra expenditure of Rs. 56,000. The Committee
note that the delay arose mainly because the firm with whom the
orders were placed was reluctant to provide the foreign exchange out
of its commercial quota though the quota was intended to cover De-
fence requirements also. This suggests the need for evolving satis-
factory arrangements to ensure that where a quota is intended to
cover Defence orders also, it is effectively made available for the
execution of such orders. The Committee suggest that the matter
be considered by the Ministry of Defence in consultation with the

Department of Supply and the Director General, Technical Develop-‘

ment and a satisfuctory procedure worked out in this regard.
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The Commmttee arc not happy that the Military authorities
should have continued to retain land measuring 1,676 acres acquired
in 194244 which had ceased to be of use to them as far back as 1946.
It was only in January, 1968, that it was decided to dispose of these
lands. Even after that no action was taken in the matter. Appar-
ently, after the issue was raised by Audit, it was decided to hand the
lands over to Military Farms.

The Committee would like in this connection to draw atten-
tion to their observations in para 1.3 of their Fifteenth Report (Fourth
Lok Sabha) where they had stressed the need for a periodical review
of the position in regard to acquired lands. The Committee hope
that such a review will be made and that land which is not required
for Defence purposes will be speedily disposed of.

The Committee note that the Court of Inquiry have held the
servicing personnel of Hindustan Aeronautics Limited directly res-
ponsible for the accident to an aircraft entrusted to them for servic-
ing which resulted in a loss of as much as Rs. 8.33 lakhs to the ex-
chequer. They further observe that, in the absence of any contract
with the Government undertaking defining their responsibility in
cases of such accidents, it may not be possible for Government, to
claim compensation for the loss. The Committee note that Govern-
ment are now in the process of finalising the standard form of agree-
ment to govern the execution of servicing and repair jobs to be en-
trusted to Hindustan Aeronautics, hereafter. While finalising
the proposed standard form of agreement with the Hindustan Aero-
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Another pomnt calling for comment is the delay in release of
fnreign exchange for this work. The proposal for release of foreign
exchange was initiated “almost one vear” after administrative ap-
proval of the work and it took another “six to seven months” to get
release of foreign exchange. It is surprising that the Ministry of
Defence shou!d consider this time-lag to be “just normal” for work
which, on their own assessment, constituted “the nerve centre of the
sir defence system.” The Committee would like Government to con-
sider what procedures should be devised for eliminating such delays
in the release of foreign exchange for emergency operational works.

$ N6 Miwstry of Deferce Finawe

The Committee note that the shortfall in expenditure in rela-
tion to the total voted Grants amounted to 2.9 per cent during the
year 1966-67 as against 0.1 per cent in the previous year. The short-
fall under charged items was 88.2 per cent as against 61.9 per cent
in the previous year, The Committee note that, in pursuance of the
ubservations made by them in their 19th Report (Fourth Lok Sabha),
instructions have been issued by the Ministry for processing expedi-
tiously all works accepted for inclusion in the Budget Estimates and
avoiding delays in according Government sanction at all levels as also
in payment of bills. The Committee hope that these instructions will
be implemented. so that the expenditure approximates rgore closely

to the allotment.

611 Ministry of Deierce Finance
‘Defence)

The Committec find that the Ministry of Detence surrender-
ed savings amounting to Rs. 5.58 crores in February, 1967, and fur-
ther savings of Rs. 13.75 crores on the last day of the financial year.
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