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INTRODUCTION 

I, Chairman of the Public Accounts Committee, having 
been authorised by the Committee to submit the Report on their 
behalf, present ths Sixth Report on the Appropriation Accounts 
(Defence Services), 1954-55 and Audit Report thereon. 

2. The Appropriation Accounts of the Defence Services for 
the year 1954-55 and Commercial Appendix thereto and the Audit 
Report, Defence Services, were laid on the Table of the House 
on the 22nd December, 1956. 

3. The Committee examined these Accounts and Audit 
Report thereon at their sittings held on the 8th, 21st and 22nd 
August and 2nd and 3rd September, 1957. 

4. A brief record of the proceedings of each of the above men- 
tioned sittings of the Committee has been maintained and forms 
part of this Report. 

5 .  The Committee appointed a Sub-committee to consider 
the notes memoranda furnished by the Ministry of Defence 
pursuant to action taken by them on the earlier reports of the Com- 
mittee relating to the Defence Services Accounts and the Audit 
Reports thereon namely Ninth, Fourteenth and Nineteenth 
Reports. The Sub-committee held six sittings,. on the ~ z t h ,  
q th ,  17th, 27th and 29th Aubwst, 1957. The obser~ations made 
by the Sub-committee have been embodied in Chapter VII  
dealing with Outstanding Recommendations. -- 

6 .  I'hc working of Ordnancc Factories has been under con- 
stant examination by the Public Accounts Committee and year 
after year the attention of Parliament has been drawn to the various 
defects both in regard to the production organisation and the 
stores wing of the Ordnance Factories. It has been found that 
a large number of orders on the Ordnance Factories remains 
pending for several years. They are subsequently cancelled or 
suspended due sometimes to frequent changes in the decisions 
of the user services. In other cases their manufacture m o t  be 
established though in the meantime large quantities of raw mater- 
ials have b&n imported and accumulated. Besides causing large 
mount of inf~ctuous expenditure such a situation leads to in- 
dfideacy and waste. Provisioning and storing of huge qusndrics 
of raw m ~terids without having established production of any 

(iii) 



particular item is to say the least, unwise and at times fraught 
with risks. The proper method should be for the Ordnance 
factories to accept an educational order of such items and first 
establish production. Only when they are confident of manufac- 
turing these items successfidly should they provision for bulk 
production. 

The Defence W s t r y  have now accepted this position. 
It is however surprising that the Miistry should have taken 
years to come to this obvious decision. A review should, there- 
fore, be undertaken early to reduce or cancel unfUlfilled orders 
previously placed. The present system leads to unsystematic 
working at the factories and accumulation of unusable stores and 
raw materials. 

The defence expenditure which stood at Rs. 186 crores in 
K ~ S O - ~ I  is estimated to rise to Rs. 305 m r e .  in 1958-59, i. e. 
by nearly 64'1, during the period of last 8 years. The Cornmittet, 
are anxious that the large amount voted by Parliament should be 
utilised economically and in the best interests of national defence. 
At a time when appropriations are being cut to hmits the country's 
foreign exchange position can afford, it is more than ever essential 
that the funds voted are put to the best possible use. The Com- 
mittee trust that the observations and recommendations made in 
this Report would be considered carellly by the Government. 

7. A statement showing the summary of the principal re- 
commendations/obsemations of the Committee is also appended to 
the Report (Appendix). 

8. The Committee place on reoord their ap reciation of the 
assistance rendered to them in their examination o f!' these Accounts 
by the Comptroller and Auditor General of India. 

T. N. SINGH, 
NEW DELHI; 

lk 18th A@, 1958. 
Chainrtlm, 

Public Acmts Committee. 



FINANCIAL WORKING OF THE GRANTS RELATING TO THE 
DEFENCE SERVICES; 1954-55 

The following table compares the original and final grants and 
appropriations with the actual expenditure for the year, 1954-55. 

(In lakhs of rupees) 

Original Final Actual 
Grant & Grant & Expcndi- 
Aqpr.0- Aqprp- diturc 
prlatlon prlat Ion 

Total erpenditurc met from Revenue. 
(Voted) . . 2,23.47 2.23,47 2,06.79 
(Charged) . .06 .06 0 .4  

Total cxpcnditurc mct from Capital 
(Voted) , 20,oj  20.05 11.76 
Charged) . . . . , . . --- 

GRAND TOTAL 
( V 0 . r a ~ )  . 2.43.52 2,43,52 2.18.55 
(CHARGED) . . .06 .06 .04  

There was thus a saving of Rs. 24.97 crores or about 10.25 per 
cent. over the final grant during the year 1954-55. 

2. The following table shows at a glance the savings over, Voted 
pants as compared with the previous years. 

(In lakhs of rupees) 

Year 
Final Savings Peran- 
Grant tageof . 

winsl 



Sawing owcr Voted Glunk: 

3. Savings occurred mostly under Army, Air Force and Defence 
Capital Outlay during the year under report, the last item account- 
ing for 41.3% of the Grant. The companding paventages in 
196265 and 195344 were 34.6 and 40.6 respectively. 

Savings ranging from 8 to 10 per cent in the sanctioned grants 
have become a recurring feature of the Defence Grants during the 
last 6 years. 

4. There were also cases where surrenders were either not made 
or inadequately made under Grants Numbers 12, 13, 14 and 114. 

Control over expenditure: 
5. A few important aspects of defective control noticed during 

the year under report are mentioned below: 
The savings under Defence Capital Outlay, as in the previous 

years continued to be abnormeliy high, being more than twcdlfths 
of the total vote. One of the causes of the saving in the grant for 
works expenditure was that substantial provision was made for 
items the execution of which could not possibly be expected in 
the course of the year, Appendix 'G' to the Appropriation Accounts 
shows a number of works where savings were also attributable to 
the non-availability of sites for works in time, revision of adminis- 
trative approvals as a result of change in the requirements of the 
users, non-availability of stores nori-payment of Anal bills of con- 
tractors, non-receipt of debits in time and slow progress of works. 

The. Committee find from a note (Appendix I) submitted by the 
Ministry of Defence, that with a view to avoid lapse of funds, the 
general policy adopted from the year 1957-58 is to include in the 
budget provisions for those works only which have been 
approved or are likely to be approved at  least 3-4 months 
before the beginning of the financial year, so that technical planning 
can be completed before allotments are made and works taken in 
hand The Committee would like to watch the tewlts of this change 
through ficture Audit R m .  

6. The Committee note that non-procurement of stores to the 
extent anticipated continued to be an important factor responsible 
faa substantial lapse of apprwprhtio~u. While the Committee appre- 
date tw celwn prurc#cal d f d r c u w  might be u n u ~ b l e  h ertt- 
matkg dcc~~ratety the mppU# which wiU ~ ~ t t c  during f i  



cboing month of the financial year, t h e  reiterate the recornme& 
Lion nrcrde in their previous repork thut a higher  tand dad of &hut  
ing could be achieved Iby a closer Liaison between the indenthag iwui 
supplying departments. 

Xn the opinion of the Committee, the budgetary control of the 
Defence Services Grants leaves much to be desired. I t  is obvious 
that the large savings have been occasioned by overbudgeting. Over- 
budgeting by one Ministry immobilizes sums of money which could 
be utilised for other important purposes by other Ministries. 

7. Another factor to which the Committee wouM like to draw 
attention is the rush of expenditure in the lcrd numth of the year. 
In para 12 of their Nineteenth Report, the Committee had already 
referred to this unusual rush of expenditure. According to Audit 
in spite of administrative instructions issued from time to time, the 
rush of expenditure during the last month of the year continued to 
be heavy during the year under report, being three times the average 
of the first eleven months. The Committee understand that the main 
reasons leading to this were heavy interim payments, non-submission 
of bills in time, delay in sanction of minor works and late conclusion 
of contracts. With a view to examining some important cases involv- 
ing rush of expenditure during the closing month of the year, the 
Committee desired to bc furnished with the  following information 
separately, in respect of such works: -- 

(i) Amount spent during the closing month of the year . vis-a-vis the earlier months. 

(ii) Reasons leading to rush of expenditure during the closing 
month. 

(iii) Date of sanction to  expenditure, aciministrative approval, 
espcnditurc sanctioned and date of commencement of 
work. 

The Committee regret that the information was not made avail- 
able to them, as this could not be collected conveniently by the 
Ministry of Finnncc (Dcfcncc) from the Controller General of 
Defence Accounts in  respect bf each work separately. The Com- 
mittee desire that at the tww oj consideration of the Accounts of the 
Defence Services each year they should be furnished with a statement 
showing the requisite details in respect of mujor construction wo~ks 
to  a b l e  them to examine this q u e h  In the meantime, the 
Committee would reiterak the recmnundation made in their 
Nineteenth Report that paymentr should be spread out evenly 
throughour the year aa far as porsibkr with a view to avoiding lclxity 
of conttol bemuse of msh. 



. 8. The Committee would like to refer to another important factor 
fn connection with Defence Expenditure. The total expenditure on 
Defence in 1950-51 was approximately Rs. 186 crores and the estimated 
expenditure during 1958-59 is of the order of Rs. 305 crores an 
increase of Rs. 119 crores. It is of paramount importance, that the 
increase in the outlay is put to the best possible use. The Committee 
in the past have come across instances of purchase of defective or 
unwan_ted stores involving loss or wasteful expenditure. Again, there 
has been a number of cases of infructuous expenditure by the 
Ordnance Factories as a result of their taking up manufacture of 
arms and ammunition which were either not required immediately 
o r  were beyond their capacity to manufacture. The Committee have 
referred to specific cases in their previous report. In the present 
report too, a few cases of this type have been commented upon. The 
Committee therefore desire that ahe Ministry of Finance (Defence), 
which performs a dual role v u . ,  of treasury control and of financial 
advice, will address itself more efectively to the latter aspect with 
a view to ensuring that expenditure c o n f m  not only tro policy but 
also to well-laid standards of economy, eFciency and propriety in 
public finance. 



WORKS EXPENDITURE 

Para &-Loss of revenue due to defective planning of works 

9. At a station certain accommodation built by the MES remained 
vacant for long periods due to non-completion of services pertaining 
to the buildings.. This resulted in considerable loss of revenue (rent), 
payment of house rent allowance and avoidable expenditure on Watch 
and Ward. The buildings formed three separate works. It has been 
stated in the Audit Report that the loss of revenue suffered by Gov- 
e ~ e n t  on account of non-receipt of rent and payment of house 
rent allowances amounted to Rs. 2,16,194 in addition to an expenditure 
amounting to Rs. 33,704 incurred as wages of chowkidars employed 
for looking after the buildings. 

During evidence, the Committee were informed that in the case 
of the first work which was started on 25-1-1952, the delay in the 
completion of services was mainly due to inadequate initial planning. 
Certain changes in drainage and external sewage system necessitated 
the use of an ejector pump to lift sewage. The original estimate was 
found insufficient and had to be revised from Rs. 4.6  lakhs to Rs. 5.1 
lakhs. The administrative approval for the revised estimate was 
accorded by Government in May, 1954. In a note (Appendix TI) 
submitted to the Committee, it has been stated that the building 
work was practically completed by April, 1953 except for drains and 
foot-paths which because of their link with the drainage system and 
lay-out of roads, could not be completed, as the latter items were 
under revision. The work on drains and foot-paths was suspended 
in April, 1953 and eventually deleted from the contract by a deviation 
order in March, 1954 and the work was foreclosed. The rest of the 
work was commenced only in November, 1954 after the issue of the 
revised administrative approval. Further, the original estimates 
were prepared without adequate examination of the site conditions 
as it was the general practice during the last War and some years 
thereafter to estimate the cost of services on a lump sum basis. Simi- 
larly in the third work, no definite provision was included far the 
services viz., drains, roads and foot-paths while seeking the adrninfs- 
trative approval. Necessary provision had to be made at a late stage. 

10. The Committee view with strong disfavour revision of esti- 
mates when the works are nearing completion and they would 



nrggat~ that in future any tendeney to prepare the originul sstimclkr 
without proper and detailed planning should be severally dealt with. 
The Committee were informed that in the present case disciplinary 
action has been initiated against the officers responsible. The Com- 
mittee are glad to note that the practice has now been changed to 
include the approximate cost of services on the basis of more detailed 
planning taking into account the site conditions. 

11. Another feature in this ease was the lack of coordinution 
between the building works, and services pertaining to them. In 
evidence, the Committee were informed by the ~ e f e n c e  Secretary 
that necessary instructions had been issued in August, 1955 that 
projects should be properly planned and phased and contracts be 
given with due regard to the practicability of each phase; and all 
ancillary senices should be completed either shortly before or 
immediately after the completion of the buildings. The Committee 
were also informed that a Review Committee had been appointed to 
review the implementation of these instructions from time to time. 
The Committee, however, find from the note submitted by the De- 
fence Ministry that no such instructions had in fact been issued in 
August, 1955 and instructions have only recently been issued by the 
Engineering-in-Chief. The Committee would like to draw attention 
to para 106 of their 19th Report and reiterate their observation that 
the representatives of the Ministry should come fully briefed before 
the Committee and give correct information when asked. 

12. The Committee have not yet been furnished with information* 
with regard to the time lag and the reasons therefor in handing over 
the quarters by the M.E.S. and their actual occupation. 



PURCHASE OF STORES 

*Para %-Acquisition of unwanted stores 

13. An indent was placed in August 1950 by the Director of 
Ordnance Services on the United Kingdom for procurement of 69 
numbers of a certain store as a result of the deficiency revealed in 
the provision review as on the 1st April, 1950. A previous demand 
placed in 1949 on the United Kingdom for 545 numbers was also out- 
standing at that time. Two demands were placed on the Director 
General of Ordnance Factories in September 1950 and May, 1951 for 
360 numbers to establish indigenous production. 

Towards the end of 1950, it was decided to use an alternative 
store (which was an older type) in lieu of the one mentioned above. 
The provision reviews as on 1st April, 1951 and 1st April, 1952 dis- 
closed surpluses of 863 and 1027 numbers respectively after taking 
into account the stock in hand of the older type. In October 1951, 
a suggestion was made to the High Commission in the U.K. to cancel 
545 numbers out of the demands placed previously without financial 
repercussions but the General St& Branch decided in January 1952 
to defer reduction in demand till the results of the next provision 
review (1952) were known and the High Commissioner was informed 
accordingly in April, 1952. Attempts were made in January, 1953 to 
reduce the demand on the U.K. by 245 numbers but without success, 
as it involved payment of £22,050 as compensation. In December 
1953, the demand placed on the Director General, Ordnance Factories 
was reduced by 320 numbers. The factory has been left with surplus 
components of the value of Rs. 1,68,000 which are now being retained 
for maintenance of the equipment. 

Later provision reviews disclosed the position of surpluses as 
below: - 
Ootc  of provision revim 

1st  Ocmbcr. 1954 
3rst March. 1956 
1st Octobrr, 1956 

The annual requirement of this store was only 45 numbers. Therefore, 
had action been taken earlier in 1951 to reduce the demands on the 
U.K. 1D.G.O.F. the surplus could have been avoided. 
-- 1 . - _ -  - - - .- - . -------- 

'See also Appendix 111. 



During the course of evidence, the Committee were informed that 
the orders for the new type of store were placed on the U.K. and on 
the Director General of Ordnance Factories with a view to replacing 
completely by 1951 the older type of the store already in use which 
was getting obsolescent, the policy of replacement having been 
decided in 1947. The demands placed on D.G.O.F. in 1950 and 1951 
for establishing indigenous manufacture was in the nature of a 
maintenance order calculated on the basis of the requirements of the 
h y .  Due to emergency conditions in 1951, it was decided to keep 
both the old and new types in use in order to conserve stocks and 
to postpone the replacement of the obsolescent type until the emer- 
gency was over. The Army authorities, therefore, did not take 
effective action to reduce immediately the demands placed on the 
United Kingdom and on the Director General of Ordnance Factories 
in spite of the surplus disclosed in the provision review in 1951. 
Audit pointed out that, according to the records made available to 
them, the service authorities held the view that the old type could 
as well be used for the same purpose as the new type. If so, the 
Committee could hardly see any convincing reason for the decision to 
defet the reduction in demand on the U.K. as absolescent stores 
should under existing orders be utilised. They have been given to 
rlnderstand that the supplies by the D.G.O.F. have not materialised 
so far. The Committee are surprised that no action was taken t o  
reduce the bulk order placed on the D.G.O.F. till December, 1953 by 
which time, surplus components of the value of Rs. 1,68,000 had been 
accumulated. The D.G.O.F. urged in extenuation that the store was 
of a complicated nature consisting of a large number of components, 
the bulk of which has been manufactured by the Ordnance Factories. 
As soon as the remaining components were completed, the manu- 
facture of the store would be taken up. The Committee wanted to 
know whether the parts manufactured so far by the Ordnance Fac- 
tories were of the right specification and whether they had been 
tested in use by way or replacement. The reply was in the negative. 

The aboue case is not the first instance where a bulk order w m  
phced on the D.G.O.F. involving establkhment of technique of pro- 
duetion. The Committee have come across a number of such casts 
In the past where bulk orders were accepted by the D.G.O.F. in res- 
pect of &ores which have not been previowly munufactured In p a n  
34 of their 19th Report, they have recommended that in the interests 
of operational ekciency, all pending orders should be reviewed 
periodically with a view to ~~ing the n& in the light of the 
Irkst trend both in technique and demand Thcy wbutd reiterate the 
i~cccu i ty  fot nrch a t e v b  a&o in the interettr of emmumy ar durJng 



a r b r t  space of three years, the Committee have come across a num- 
ber of such cases where for want of proper co-ordination and organ& 
zatim, infructuous expendithre of a very large magnitude had been 
*wed. 

When asked to explain how the surplus has come down from 430 
to 35 in a period of two years when the annual consumption was only 
of the order of 45, the Committee were informed that it was due to 
the re-organisation of the Army and sale of  51 numbers of the new 
type to a foreign Government. The Committee were surprised to hear 
that the store sold to the foreign country was of the new type 
while on the other hand it is urged that it was urgently required by 
the Army authorities for replacement of the old type. Another 
interesting feature which the Committee noticed in  this case was the 
procedure adopted by the Defence authorities for declaring a store 
obsolescent/obsolete. The Committee recognise that in the technicat 
field the opinion of the Chief of the General Staff should be accepted. 
But in the light of cases which fie Committee have come acrosr they  
feel that greater caution and closer scruting is needed in  deciding 
upon both the necessity for and pace of replacement. The Committee 
would, therefore, urge upon both the Ministq of Defence and 'the 
Financial Adviser to exercise w e  vigilance while scrutinising re- 
placement so that available resources are not frittered away. 

Para 10 (a)-Accumulation of surplus materials due to delay in 
reduction of demand 

14. As a result of provision review as on the 24th Febmary, 1951, 
a demand was placed on the Director General, Ordnance Factories 
on the 3rd April, 1951 for supply of 1,45,000 numbers of an item of 
store. A review as on 1st April, 1951, completed in September 1951, 
disclosed a surplus due to reduction in the requirements from the 
1st April, 1951 to the extent of 24,751 numbers and subsequent reviews 
as on 1st April, 1952, 1st April, 1953 and 1st January, 1954 also 
revealed surpluses. No action was, however taken by the indentor to 
reduce the demand placed in April 1951 till May 1954. Even in May 
1954, only a reduction of 23,000 was intimated to the Director 
General, Ordnance Factories. The D.G.O.F. had in the meantime 
placed orders in September 1951 for raw materials required for the 
manufacture of the full quantity although the manufacture of the 
item of store had yet to be established. This has led to an accumu- 
lation of surplus materials and components valued at Rs. 6,49,756. 

In a note (Appendix IV) submitted to the Committee, the Minis- 
b y  of Wence have stated that the provision review as aa 24th Feb- ntw, 1m1, whkh included an operational requirement of 2,44,681), 



d i s c l d  a deficiency of 2,20,290 but a demand of 1,45,000 only was 
placed on the Director General, Ordnance Factories, the balance of 
75,290 was left uncovered as the general question of reduction in 
the War wastage rates was then under consideration. At that time 
an earlier order for 11,000 of the same store which was placed on the 
D.G.O.F. in 1949 was also outstanding. The surplus of 24,751 disclosed 
in the review on 1st April, 1951 was caused by a reduction in the ope- 
rational requirement from 2,44,000 to 1,41,360 which was mainly due 
to a revision of war wastage rates and partly due to a change in the 
'Unit Entitlement'. No action was taken to reduce the demand; 
nor were the reasons for not reducing the demand on record. The 
reviews, as on 1st April, 1952 and 1st April, 1953, revealed surpluses 
of 14,934 and 8,699 respectively. A reduction in the demand by 
23,000 was made when the review as on 1st May, 1954 revealed a 
surplus of 23,973 which was mainly caused by a further reduction 
in the operational requirement by 19,000. When the review as on 
1st January, 1955 revealed a surplus of 8,826 and the General S M  
Reserve was reduced by 50,000 in May, 1955, demand to the extent 
of 58,000 was suspended. In December, 1956 review, the operational 
requirement increased by 36,840 due to reorganisation of 
the Army and a deficiency of 26,322 was revealed. The D.G.O.F. 
was asked on the 16th July 1957 to revive the suspended order by 
26,000 leaving a balance of 32,000 only under suspension. The 
latest position was that out of 11,000 and 1,45,000 originally ordered 
on the D.G.O.F. in 1949 and 1951 respectively, 23,000 were cancelled; 
32,000 numbers remained suspended, about 90,000 had been supplied 
by the D.G.O.F. and 11,000 had yet to be supplied. The qustion of 
cancellation of the order for 32,000 was still (November 1957) under 
consideration. 

15. The Committee were informed that after taking into 
account the cost of surplus materials which could be put to alterna- 
tive use, the financial effect of the manufacture of this item would 
be: 

Cxt  of stores rendered surplus on account of the cancellation 
of the order by 23,000 . b. 3,011.743 

Cmt of stores rendered surplus due to reduction in Order by 
32,000 ' . Rs 1 5 , 8 5 . 3 1 8  

TOTAL . . Rs. 18,g4,061 

The Committee are not satisfied with the results of  the provi- 
sion reviews tejened to above. Large dejkiencies turned into 
awpluset in the following review in the course of a period of a 
gear. They have not been convinced by the explumation advanced 



in evidence. In their opinion the whole question requires a thorough 
examination to. 

(i) ensure that the basis or each review is itself sound and 
economic taking into account all reasonable reductions 
in requirement ; 

(ii) see that orders are placed abroad or on the D.G.O.F. only 
for the actual quantity required; and - 

(iii) secure immediate action for reducing the demand already 
placed when a later provision review discloses surplus. 

The Committee feel that this will go a long way in avoiding much 
of the infructuous eqendi ture  incurred by the Ordnance Factories. 

This case also revealed the unplanned manner in which raw 
m,aterials for the manufacture of the stores were ordered for by the 
D.G.O.F. Not only was the entire quantity of the raw materials 
required for the manufacture of the stores ordered all at once 
although the manufacture had get to be established, but, the date 
of delivery of the materials was not indicated. Actually the raw 
materials were received by July 1954 in 9-10 m e r e n t  shipments 
t.e., about 3 years after the order was placed though the stores were 
required by the Director of Ordnance Services during the year 
1951-52 for operational requirements. This case clearly shows the 
the defective system under which the organisation of D.G.O.F. 
works. 

Para lO(b)-Accumulation of surp2us nmterials in Factory due to 
delay in reduction of a demand 

16. In September, 1949, an inter-factory demand had been 
placed on the Ordnance Factory for the manufactum of 64,000 
numbers of  a particular type of store. In February, 1950, the user 
service stated that they had in stock 97,900 numbers of unmodifid 
type of this store which, after suitable modification could be utilised 
to meet their demand. They were accepted by the D.G.O.F. for 
modification. But the order already placed for 64,000 was not 
cancelled or even curtailed by the D.G.O.F. in spite of the feeder 
factory's suggestion to this effect in June 1950 and again in 
July 1951. In November 1953, the D.G.O.F. decided to cur- 
tail manufacture of this store to a minimum educational 
order for the purpose of establishing indigenous manufacture. 
By this time the bulk of materials and components required for the 
manufacture of the entire quantity of 64,000 had been collected but 
manufacture of the store had not commenced. In December 1953, 
1 16LS-2 



the D.G.O.F. finally decided to abandon manufacture altogether as 
the prospects of establishing manufacture were not clear even then. 
Meanwhile a new indigenous design for this store was under deve- 
lopment in the Technical Development Establishment of the Ministry 
of Defence. Raw materials collected to the extent of Rs. 4,87,251 
and tools, jigs and component parts manufactured to the extent of 
Rs. 21,946 were reported to have been rendered surplus as  a result 
of this experiment. 

Explaining the reasons for proceeding with the order for 64,000 
numbers, despite the suggestion of the feeder factory, the D.G.O.F. 
in his evidence informed the Committee that the object was two-fold, 
viz., first, to establish indigenous manufacture of the new type of 
store, and, secondly, to meet any shortage of the store as he anti- 
cipated further orders for this store from the user service. Thc 
Committee desired to know why orders for raw materials were 
placed for the manufacture of the entire quantity of 64,000 numbers 
when manufacture was yet to be established. The D.G.O.F. stated 
that in his opinion the order for 64,000 constituted the minimum 
economic unit for procurement of raw materials as purchase of raw 
materials for lesser quantities would have resulted in payment of 
higher prices; not to speak of the loss of time. The Committet were 
not convinced by the above explanation. 

17. In a note (Appendix V) furnished by the Ministry o f  Defence, 
subsequently the Committee find that the Ministry held the view 
that the D.G.O.F. should have started with an initial minimum 
order, such as 1,000 or so and should not have taken pro- 
vision action for the total requirements before establishing manu- 
facture. They note that necessary steps have been taken by 
the Ministry to avoid recurrence of such cases. in pursuance 
of the recommendation in their 19th Report. They welcome 
the assurance by the Ministry that as a result of the mea- 
sures taken so far, such a case of overprovisioning and infruc- 
tuous expenditure on materials and components would not arise in 
case of order placed after February, 1953. They feel that the 
working of the Ordnance Factories should br under rr claw and 
constant review. 

The Ministry have also stated that the performance of the 
repaired store has not been found to be entirely satisfacto~y and in 
the opinion of the Controller of Development at least part quantity 
of service requirements should be met from new manufacture. 

The Committee do not appreciate how the suggestion to modify 
97,900 numbers lying in stock was made by the user-service without 
any forethought. It i s  amazing how the D.G.O.F. carried out the 
modijkation without test#ng the operational eficiency of the modified 



stwe. The Committee cannot but remark that the working of the 
wings under the D.O.S. and the D.G.O.F. needs overhaul and 
reorganisation. 

Para 11-Overprovisioning of Stores 

18. In  a forecast demand, the requirements of a store for  the years 
1951-52 and 1952-53 had been erroneously communicated by the 
Engineer-in-Chief Branch to the Master General of Ordnance Branch 
as 1415 cwts. for each year instead of 1415 Ibs. Even when the 
Engineer-in-Chief's Branch were asked by the M.G.O. Branch in 
April 1951 to review the requirement of this store in view of the 
high cost of that store, the Engineer-m-Chief's Branch did not detect 
the mistake. They indicated their minimum requirement for 1951-52 
as 1061 lhs. and requested the  balance quantity to be deferred ti11 
1952-53 without realising that the quantity shown in the earlier 
forecast demand was in cwts. and the balance for 1951-52 would be 
1415 cwts. less 1061 Ibs. In July 1052, the Engineer-in-Chief's Branch 
requested cancellation of the defcrrcd demand for 1951-53 by which 
time 1,16.171 lbs. (1037-1 cwts.) had already arrived and the balance 
tendered for inspection by the suppliers; the indent could not, there- 
fore, be cancelled at that stage. The provision review for 1953-54 indi- 
catcd, after providing for requirements upto 1955-56 a s u ~ p l u s  of 
:!hcli~t 2,88.000 Ibs. valued at Rs. 16.61 lakhs approximately. 

The Cnmm~ttee were informed by the representative of the Min- 
i i t y  of Defcncc that the two officers responsible for the original 
mistake had l t f t  service in March, 1951 and December. 1953 respec- 
ti\.cly a n d  that the mistake came to notice only in December, 1955. 
From n note submitted by the Defence Ministry (Appendix VI), 
thc  Commlttct. understand that the displeasure of the Engineer-in- 
Chief was con\?eyed to tht. Officer responsible for the subsequent 
on~issinn o f  not detecting the original mistake, when the require- 
mcnt for 1951-52 was rrvised. 

The Committee wanted to know how the mistake escaped the 
notice of the Finance Ministry also. They were informed* that 
fhw was failure to detect the mistake a t  two stages in that Min- 
istry. The first stage was when the Deputy Financial Adviser 
attached to the Engineer-in-Chief's Branch did not notice that the 
accounting Unit of this item (which should be in Ibs.) had not been 
indicated correctly while scrutinising the forecast prepared by the 
- .  - - 

*See also Appendix VII. 



Engineer-in-Chief's Branch The second occasion was when the 
evaluation of the requirements was prepared in an Ordnance Depot, 
the Deputy Assistant Financial Adviser attached to the Depot took 
notice of the abnormal demand valued at about Rs. 25 lalchs and 
forwarded it to the Deputy Financial Adviser attached to Ordnance 
in the Ministry of Finance (Defence) for final scrutiny and concur- 
rence. The Assistant Financial Adviser in the Finance Minfstry 
did not apply his mind to the remarks of the Deputy Assistant 
Financial Adviser. The Committee understand from the note sub- 
mitted hy the Ministry of Finance (Defence) that further enquiry 
is being made into the matter. They would like to be infonned of 
the actwn taktyt against the oficers concerned in the Ministry of 
Finance (Defence). 

19. The Committee observe from the note (Appendix VI) sub- 
mitted by the Defence Ministry that out of the surplus stocks of 
this item, 1,00,000 Ibs. are likely to be issued to the D.G.O.F. by the 
end of 1960-61 on payment (at present issues are being made to 
him at the rate of Rs. 474 per cwt. against the purchase price 
averaging about Rs. 646 per cwt., there is thus bound to be a loss 
even in the event of the entire stock being issued to the D.G.O.F.) 
A quantity of 1,04, 840 lbs. is being held in stock which it is report- 
ed will amount to 20 years' requirements of the M.G.O. and the 
Engineer-in-Chief's Branches. 

Th.e Committee note that instructions have been issued both by 
?he Ministry of Defedce and the Ministry of Finance (Defence) 
to avoid recurrence of such cases. 

Para 12-Purchase of stores at high prices 

20. In September 1954, an order was placed by a Naval Stores 
Ofacer on the Purchase Organisation for procurement of 18,000 
yards of Canvas Cotton white. The latter could not take any action 
for want of specifications which were supplied later by the inden- 
tor on 31st March, 1955. In April 1955, on the advice of the Naval 
Stores Ofiicer, the indent was treated as operational by the Pur- 
chase Organisation and a higher quotation at Rs. 5/8/- per yard 
for delivery within 15 days was accepted against another quotation 
of Rs. 4/8/- per yard for delivery in August, 1955. The order was 
placed on the 3rd May, 1955 but supplies were actually completed 
on the 31st July, 1955 upto which the date of delivery was extend- 
ed without imposing any penalty. A second indent for 57,000 yamb 
of the same cloth was placed on the 4th April, 1955 which was 
marked urgent for delivery by the 15th June, 1955 and was up- 
graded as 'operational' by the Naval Stores OfRcer on the 29th 



April, 1955. A second order for the supply was placed on the same 
Ann for delivery by the 15th June, 1955 which was later extended 
upto 31st August, 1955 without penalty. Although the indents were 
marked 'operational' no issues were made till October, 1955 and 
between October and December, 1955 only 15,138 yards of cloth 
were issued. 

21. In his evidence before the Committee, the representative 
of the Ministry of Defence admitted that there had been considera- 
ble delay in communicating the specification particulars to the Pur- 
chase Organisation. In extenuation, he urged, that it was the first 
time when the store was procured indigenously and specimen of 
the previous imported cloth had to be sent to the Technical Develop 
ment Establishment for drawing up the specifications in consulta- 
tion with the Naval authorities. This took about five months By 
that time the stock of the clothing items made out of such cloth 
was exhausted and therefore the Arst indent was upgraded as 
'operational' for meeting certain urgent requirements. As regards 
the second indent, only 10,000 out of 57,000 yards of cloth had been 
upgraded as 'operational' for delivery by 15th May, 1955 but the 
Purchase Organisation had treated the whole indent as 'operation- 
al'. The representative of the Directorate General of Supplies in- 
formed the Committee that, although the Naval Authorities had 
desired only 10,000 yards of cloth in the second indent to be deliwr- 
ed by 15th May, 1955, and the balance of 47,000 yards by the 15th 
June, 1955, the interval between the two dates was hardly a month. 
h the order was placed on the 9th May and the delivery period 
was in June, the indent was treated as urgent and rates we= nego- 
tiat.&. There were only two A r m s  who could supply and the ordet 
was placed with the same A r m  with which the first order was placed. 

The Committee are not convinced b y  the above explanation. The 
indent was treated as 'operational' as supplies were required 
urgently and a higher price was accepted. But in point of fact, the 
supplies were received very much after the stipulated date, be- 
sides, subsequent issues made till October, 1955 proved that there 
was no need to treat the indent as 'operational'. It was mentfoned 
in the course of evidence that the supplies against the first indent 
were needed urgently at one time but the urgency disappeared as 
the supply was &lay&. TIN Committee could not get any sotisfac- 
tor9 a m e r  why the Naval Authorities did not draw up their pro- 
visioning programme m advance until the stores were completely 
exhausted and react to the changed situation protnptl!~. 

22. In reply to a question why the penalty clause in the contract 
for delay in delivery could not be invoked, the Committee were 



informed by the Directorate General of Supplies & Disposals that 
the delay was not due to any fault on the part of the supplier. He 
added that in the case of the first indent, the contract was placed 
on the 2nd May with 17th May as the delivery date. The samples 
were made available by the supplier on the 6th but were approved 
by the inspectors on the 18th. Bulk production commenced and 
again the stores were passed by the inspectors on the 15th July and 
the supplier despatched the goods the same day. The defect, there- 
fore, lay in the unrealistic delivery date fixed by the Naval autho- 
rities. 

The Committee are surprised how the Naval authorities could 
fix the delivery period as a fortnight with all the processes of ins- 
pection in respect of a store which was being procured for the first 
time from the local market and why it took their Technical Estab- 
lishment 5 months to jix the specifications. A realistic appraisal of 
the position would have avoided the purchase of the cloth in the 
present case at comparatzvely higher prices on the gro~ind of 
mgency. 

The Committee would therefore desire: - 
(i) that delivery periods in contracts should be fixed i n  a 

realistic ntanne7- allowing adequate time for inspection; 
(ii) that requirements should be planned and worked out in 

advance in the light of consumption and other data to 
obtain replacements before stocks are completely ex- 
hausted and to allow sufficient time for tender action; 
and 

(iii) that the Naval Authorities should ensure that when 
demands are placed for purchases etc. the requisite 
specifications are ready and are sent simultaneously 
along with the indents. 

Para 13-Purchase of unwanted stores at high prices 
23. On a request from the Officer-in-Charge of a Naval Dock- 

yard, a Naval Store Officer placed an indent on the 20th March, 
1951 on the Purchasing Organisation for urgent supply of pcrforat  
ed steel and zinc sheets by the 30th April, 1951 and also indicated 
in the indent the name of the firm with whom stocks were avail- 
able. The Purchasing Organisation thereupon purchased the sheets 
from the same firrn even though their rates were higher than those 
quoted by other firms, in consideration of the earlier delivery offer- 
ed by them. This resulted in an extra cost of Rs. 12,628. The entire @ 

quantity valued a t  Rs. 40,000/- which was received between May 
to October, 1951 had not been used even after 5 years of their 
receipt. 



During evidence the Committee were informed that the irregu- 
larity in this case had sirice been investigated by the Special En- 
quiry Officer of the Ministry of Home Affairs and his report had 
been received. Departmental action was being taken against the 
officer concerned. The Committee would express their disapproval 
of the action of the Naval Store Oficer in suggesting the name of a 
particular supplier to the Purchasing Organisation. The Committee 
would like to be informed of the action taken against the owe?& 
held responsible zit this case, as a result of the enquiry. 



DEFENCE FACTORIES AND INSTALLATIONS 

-tor General of Ordnance Factories. 

Para l&Planning and progressing of orders placed on the 
Ordnance Factories. 

24. It was mentioned in para 66 of the Ninteenth Report of the 
Committee, that as many as 5,239 orders placed on the Ordnance 
Factories upto 31st March, 1952 were outstandhg as on 31st March, 
1854. Of these, according to statements furnished by the Edinistry 
of Defence, 62 orders valued over Rs. 10,000 each were outstanding 
and 23 were under suspension/cancellation on the 31st March, 1956. 
According to the present Audit Report, 3021 orders out of the 5239 
orders were still outstanding on 30th June 1956. In addition, 7458 
orders placed during the period 195256 were also outstanding. 

25. The Defence Secretary informed the Committee that the 
figures in the Audit Report included trial orders. He added that 
a number of these orders had since been completed or cancelled. 
On the 1st July, 1957, only 1626 orders out of those placed upto 31st 
March, 1952 and 4617 relating to the period 1952-56 were outstand- 
ing. 

The Committee find from a note (Appendix VIII) submitted by 
the Ministry of Defence that 20% reduction in tbe outstandings has 
been &ecW as a result of cancellation of orders. The repnscnta- 
tive of the Defence Ministry gave an analysis of the c a w  for de- 
lays in the execution of orders in the past under the following thne 
categories and indicated the remedial measures taken:- 

(a) Deky in supply of drawings: 

Considerable time-lag occurred between placing of orders on 
the D.G.O.F. and actual supply of particulars regmhg spe&ca- 
tions and drawings, which held up the D.G.O.F. from proceeding 
with the orders. The Committee also noted from the *statements 
submitted by the Defence Ministry showing details of outstandtng 
orders valuing over Rs. 10,000 relating to the years 1947--30, that 
in some c a w  it took 4-5 years to finalise the designs after the 
orders hod been placed. The Committee were informed that to 



remedy this, instructions had been issued that if drawings were 
not supplied to the D.G.O.F. within two months of placing the 
orders, the D.G.O.F. would treat the orders, as cancelled. 

The Committee trust thut the new procedure would reduce the 
number of outstanding orders. They would also suggest that the 
real causes for bottlenecks at txwioi~s stages in the procedure should 
be investigated alid the procedure streamlined. In this connection 
they would invite attention to  the recommet~dation of the Esti- 
nates Committee in para 90 of their Sixtyeighth Report thut the 
responsibility of various authorities including the Technical Develop- 
ment Directorate should also be piit-pointed for delays in the 
matter. 

( b )  Suspension of orders b y  indentors: 

Orders were suspended by the indentors for long periods be- 
cause of uncertainty of the use of the equipment or proposed modi- 
fications. The Committee were informed that it had been decid- 
ed to treat an order as cancelled if it was kept under suspension 
for more than six months. The Committee noted from the state- 
ment of outstandmg orders that in certain cases orders were sus- 
pendcd a f k r  the factories had already made considerable pro- 
gress in the manufacture of stores and i n c u d  heavy expenditure 
an raw materials and tools and gauges. These orders were in 
some cama &ved after a couple of years, or kept pending for 
cancellation. 

The Committee ftd concerned about the financaul losses thut 
a d  from c a t r c e M  of orders at a late stage. The mcrtkr re- 
@rr to be corrfuUy consi4kted before &akin$ action to c a m 1  the 
pcndtng dm. S t q e w i m  of o+drts a h  indicate lack of p r v  
planning and forethought on the port of indentars at the time bf 
placing &s. The Commrttee are of the view that the pmmt 
sy.km of placing mdtrs is inherently defective and needs i m v -  
n m t .  

The Committee were informed that there was dearth of techni- 
cal staff both a t  the headquarters of the D.G.OF. and in the ord- 

focbrles for doing preproduction planning, particularly in 
drawing omce design, rate fixing and estimating. The Ministry of 
Defence had recently sanctioned additional technical staff such W, 
W W ~ S  Managers, Foremen etc., for being posted in the factories 
and at the headquartem of the D.G.0.F The Conititittee t?~(st that 



the pr;ivi.iiot~ oJ technical staj3P in the factories should improve the 
eficiency of the factories. Thev are, however, unable to appreciate 
the need for an?/ additiond technical staff at  the Headqztarters of 
the D.G.O.F. for the same purpose. Theg would like to know the 
precise duties of such personnel a t  the headquarters where techni- 
cal supervision at  higher levels is alreadg available. 

Joint Planning of orders. 

26. The Committee find from the note (Appendis IX) submit- 
ted by the Defence Ministry, that the Liaision Officer appointed to 
go into the question of delays in the execution of orders bv ordnance 
factories inter alia held that lack of detailed planning and system- 
atic progressing in the past were responsible for the inordinate de- 
lays. In his view the orders were accepted initially without proper 
appreciation or pIanning and without regard to the capacit!. of the 
factories or economics of production and in some cases because the 
ordnance factories were the only organisation manufacturing arms 
and ammunitions. For new items, the provisional dates of delivery 
could not be complied with due to lack or a failure of initial appre- 
ciation of likely difficulties and also unexpected bottlenecks in pro- 
duction. 

The Committee are glad to learn that to remedy this, the Minis- 
t r y  of Defence have accepted the recommendation of the Liaison, 
Oficer that forward planning should be carried out in respect of 
important items jointly by the D.G.O.F. and t h e  Services. 

A revised procedure for review of outstanding orders is also re- 
ported to have been laid down in February, 1957 under which 
monthly, half yearly and annual progress reports arc required to 
be submitted by the ordnance factories indicating their recommen- 
dations for cancellationireduction of certain orders. The D.G.O.F. 
would scrutinise these reports and review the recommendations of 
the Factories in consultation with the service indentors, having 
regard to the financial repercussions in the case of cancellation/ 
reduction of' *i.n nrdcrc: 

While the Committee appreciate the steps taken in t h i s  behalf 
they would also invite attention to the recommendation made i n  
para 95 of the Sixty-eighth Report of the Estimates Committee 
that progress reports should also specify the reasons jm &lay in 
execution of ordets and the D.G.O.F. should see that these causes 



are removed as far as possible, so that production could be expedit- 
ed. These reports should also be scrutinised at half-yearly inter- 
vals by  the Controller General of Defence Production and the 
Defence Production Board so as to  enable them t o  initiate t imely 
action. 

Procurement of raw materials: 

27. The Committee's attention was also drawn to the observa- 
tion of the Liaison Officer that lack of basic raw materials from 
procurement agencies and limitation in provisioning for future 
requirements were partly responsible for delay in the execution of  
orders. The Committee note that instructions have been issued in 
June, 1956, for removing these defects in the provisioning proce- 
dure. Accordingly indents for raw materials on the basis of six 
months requirements are required to be placed on the purchase 
organisations one year in advance of the period of utilisation. Safe- 
guards have also been made against interruption in production by 
relaxing the normal basis of six months' requirements and provid- 
ing for minimum safety balances for indigenous as well as import- 
ed items and also provisioning by local purchase in cases of emer- 
gency. From the statement" o f  outstanding orders, the Committee, 
however, find that in some cases the supply position of the raw 
materials is not clear even after lapse of more than 6 years of 
pliicilig indents. While the Committee appreciate that there might 
be ix some cases real dificultzes i n  obtaining the requirements from 
suppliers they consider that the dela?! in most tases u~ould be due 
to lack of proper cllasing u p  oj the indents. In their opinion closer 
coordination and tinrely pursuit of indent with the Organisation of 
the D. G. S. & D. would improve the sitziation considerably. They 
uLso desire that tlre present procedure of processing the  indents of 
the D.G.O.F. bg the D.G.S. & D., I.S.D., London. and I.S.M., Washing- 
totr slwuld be rcviewed with. a vieu: to  renroving inordinate delays 
in  supplies. 

Placing of Pet ty  orders. 

28. It was brought to the notice of the Committee that petty 
ordcrs placed on the D.G.O.F., such as teleprinter spares, automo- 
bile spares, etc. requiring the same amount of planning and design- 
ing in the factories as was necessary for large orders, had been 
responsible for delaying the execution of major orders for ordnance 
stores. To relieve the D.G.O.F. of the responsibility for execution 
of petty orders of this nature i t  had been decided that an ElecMcal - - -------------.--- - - 

*Not printed. 



and Mechanical Engineering Workshop should investigate the feasi- 
bility of undertaking such work, as no one from trade was fnterest- 
ed to undertake such work, specially as the stores were complicat- 
ed and orders were too small. The Committee feel that it w o U  be 
worthwhile to tap the various Departmental wmkshops/fmtwies 
for supply of such stores. 

Para 15-Production of a store despite surplus 

29. In spite of large surpluses ranging from two to three lakhs 
of a certain item revealed in the provision review conducted in 
1949 and in the subsequent provision reviews, the annual rate of 
its production was continued at 54,000 numbers till 195233 when 
it was reduced to 44,400. In 1953-54 it was reduced to 16,500 and in 
195435 to 12,000 and in August, 1955 the production was haUy 
stopped. The provision review as on 1st January, 1955 showed sur- 
plus numbering 2,93,977 valued at  Rs. 3,13,57,547 which according 
to the Audit Report would take 20 years to be consumed. In addi- 
tion, surplus components valued at Rs. 33 lakhs had also accumulat- 
ed the disposal of which would result in heavy loss to Government. 

The Committee were informed that the position regarding sur- 
pluses had remained under constant review by the MfnFstry of 
Defence and the production was continued at  the annual rate of 
54,000 numbers in view of the uncertain political and military 
situation obtaining upto 1952. From a *note submitted by the 
Defence Ministry, the Committee under~tand that after 1952, the 
production was continued with a view to avoiding retrenchment of 
labour that would have otherwise been rendered surplus. Although 
the assessing authorities, wk., M.G.O. and Genera3 Stoft: had rug- 
gated stopping of production and the Armed Forces Reorganisa- 
tion Committee hd recomarendcd the p r 0 d ~ ~ t . b  a€ thit store to 
be kept to the minimum necessary only to keep the technique allvcr, 
the reaction of the Defence Wistry was slow. The reduction was 
effected only in small phases over a period of 3 years from 1852 to 
1955, until the production was finally stopped from September, 1855. 

30. The Comrmttee understand that the surplus stock of the store 
as on 1st April, 1957 was 2,83,181 numbers (29,835 setviceable and 
43.346 repairable) and in addition there were components and raw 
materials valued at  Rs. 18.33 lakhs and Rs. 31 lakhs, respectively. 
lt has been stated that the surplus components and raw moterlnls 
now in stock are expected to be consumed in the course of the next 
four or five years against maintenance requinmslts and orders 

- - ---- - - -- 
*Not print&. 



from foreign Governments. The Committee would like to knuw, 
about the dbporcrt of  completed stores, the surplus components m d  
the raw mtertab. 

31. The Committee are not satisfied with the deci- of the 
Defence Ministry to continue production in this case at the high rate 
even after the emergenq was over, w e l y  to avoid retrenchment of 
hbour. For, in the present case, the Committee understand that a 
new type of store was under development which was expected to 

. replace this item. In that case, the entire stock of this store which 
would last for 20 years would become obsolescent. As years roll 
by, the operational efficiency of the store will also go down, lead- 
ing to heavy condemnation, Further, heavy expenditure will also 
be incurred on care and maintenance of stocks. The Committee 
feel that this case requires a thorough investigation w i t h  a view t o  
fbng responsibility. 

Para 16.Infructuous expenditure on the mankfacture of a certain 
weapon in  an Ordnance Factmy 

32. A covering demand for the manufacture of 36,OO numbers 
of a certain type of weapon was placed by a Service Branch in 
June, 1949 on the Director General of Ordnance Factories. The 
supply was to be effected at the rate of 300 numbers per month 
from April, 1949. Though the item was not an established item of 
manufacture, bulk manufacture was undertaken as the adminis- 
trative authority considered that its manufacture was well within 
the capacity of the factory concerned. Not even one complete 
weapon could be tuned  out till the end of 1954. In January, 1955, 
the demand was finally cancelled as the user Service chose to 
prefer a new type of weapon in lieu. The components and equip 
ments collected for the manufacture of the item amounting to 
Rs. 1,38,354 have thus been rendered surplus. 

The Committee were informed in evidence that the store already 
used by the Services needed modifications as a result of a number 
of inddents. Bulk order was placed on the D.G.O.F. in the belief 
that the modifications were well within the capacity of the 
Ordnance Factories, although the manufacture as such had not been 
established. The preliminary designs were forwarded to the 
D.G.O.F. in September, 1949 but he was asked to wait as further 
modiAcations were contemplated by the Technical Development 
Establishment. The Anal drawings were completed and made 
available to the D.G.O.F. in December, 1951. The D.G.O.F. had 

for the raw materials for the entire quantity in 1950 on the 



basis of the original specifications, as no appreciable changes were 
expected in raw materials on account of the proposed modifications 
in drawings. It was disclosed that while the indigenous raw mate- 
rials were ordered by the D.G.O.F. in proportion to the require- 
ments, the imported raw materials were procured for 15,000 numbers, 
as according to the D.G., India Store Department, London, the 
sellers were not interested in smaller orders, 

33. This IS yet another case where the fundanrental prznciple of 
first establishing ntai~ufacturu of a new store by undertaking trial 
order before prot.isioning for bulk nzarzufactui.e, .was ignored by tlzc 
D.G.O.F., resulting in infrtrctrto~cs c.rpendirzlre 011 raw materials m d  
surplus components. 

The Committee have commented on a number of similar cases 
involving infructuous espenditure. From a statement prepared by 
the Comptroller and Auditor-General. the Committee observe that 
in past years such expenditure amounted to about Rs. 68 lakhs 
because the D.G.O.F. accepted bulk orders and went ahead with 
bulk provisioning before establishing manufacture of the stores. 
The Comn~t tee  regret to ~ ~ o t e  t h n t  this practice has been a ?tortnal 
feature of the working of the  Ordnance Factories. 

The Committee note that remedial measures* have been taken 
now. Instructions, it is stated, have been issued in January, 1957 
that even when the D.G.O.F. is confident of establishing mnnu- 
facture of a new store, he should request the Service indentor for 
a demand for a small number or quantity of the store to establish 
production; the number or quantity of the store being decided by 
what would be suitable for economic manufacture. Bulk orders 
wnuld onlv be placed after the  technique of production has been 
established. The Cqmmittee are glad to note this. They, however, 
fee1 that zt uwuld be necessary to define precisely what should 
constitute an "educational order" and what should be the quantity 
suitable for economtc manufacture in such orders. For. there had 
been cases where bulk  orders toere treated as educational order by 
the D.G.O.F. and raw materials were purchased for the bulk quan- 
t i ty  on the plea thnt sizeable quantities of raw materials would 
facilitate economic purchase. This might to some extent be true; 
but. at the same time, it is important not to ignme the fact that 
the expenditure would i,ccome in f~uc tuow if production were not 
subsequentl?l established. In one such case, the D.G.O.F. even 
observed that certain metals intended far a store, whose manufac- 
ture was not established ultimately, would still be worth their value 
----------- 

See Apptndix X. 



as metal. The Com~nit tee deprecate the casual manner in which 
expenditure on purchase o f  raw materials was looked upon by the 
D.G.O.F. 

The Committee, therefore, recommend that the necessity of an 
educational order and its size should both be determined b y  the 
Defence Minzstry. 

Outstanding Recommendation 

34. Manufacture in  Ordnunce Factories for stock purposes in 
excess of reyuireii~c7lts-pciras. 70-71 of 19th Report.-In paras. 70-71 
of their 19th Report the Committee had expressed their concern over 
large quant~t ies  of stores manufacture by the Factories for stock 
purposes. The Committee are perturbed to note* that the stock- 
holding Committee which esamined the stocks of all items ~ndivi- 
dually valued a t  Rs. 1 lakh or more, in 16 out of 20 Factories, 
recommended the disposal of the iterns valued at Rs. 4.20 crores out 
of Rs. 22.5 crores ~vor th  0 1  i t e m  examined by them. They consider 
the percentage of surpluses (nearly 20'; ) to be too high, n-hirh only 
confirnis thelr belief that the Ordnance Factories are not functioning 
efficiently. The Cr)r,l:>t lttce d ~ s l r e  t h a t  t he  results of s ~ m i l a r  exarnt- 
nat ion  c a r r , e d  orit zn resperr oj the stores w o r t h  less t h a n  Rs. 1 
lnkl: ; !o~ i ld  c l l . . o  he c o ~ t r ~ ~ ~ ~ i r : ~ c t r f c d  t o  t l len~.  

As regards prtwl.ibing a limit to  the financial powers oE the 
D G 0 Y in incurrliig c~spcnciiture on the manufacture of compo- 
nc.lltb for stock. p3jrtwse, t h t *  C ' o m m ~ t t ~ e  were 1nforrnc.d that pending 
the fixntlon o f  tilt. Iirni:, thc D G 0 F. has been instructed not to 
manuiactu~ e cl )mponcnts esccpt on fir-m orders Thcu daslre t h a t  
the  1it)zlt sliortld I ) ( .  f i s c d  oar?! / .  

General Oi) . serra t~o~~s  
35 Thc prccctling pawgraphs Indicate that the adm~nistratmn 

and working of the Ordnanct. Factories is far from satisfactory. 
The Comnlittec were informed that as a result o f  the measures 
taken recently, (they have been dealt with by the conlrnittee a t  the 
appropriate places in this Report) the planning and production in 
the Ordnance Factories would be brought to a satisfactory level. 

-- - - --- . - - - -"  - - - - - - - 
*See Statement showing action taken or p r o m  to be taken on the 

Outstandfng rcurommcndations-Appcndix I of Vol. XI. 



It was added that a system for joint planning by the D.G.O.F., 
Technical Development authorities and Services had been evolved 
in order to remove the present bottlenecks. The Committee w d d  
be interested to be informed of the working of the revised proce-' 
dure. 

The Committee were also informed by the Defence Secretary 
that a Departmental Committee was reviewing the whole produc- 
tion programme in the Ordnance Factories. T h q  would like to knoru 
the composition and the m i n  r e c o n a b t i o n s  of this Committee 
and the action taken by Government thereon. 

Hindus tan Aircraft (Private) Ltd. 
Anrtexure to the Cominercial Appendix at pp. 264-273 of the 

Appropriation Accounts Defence Services, 1954-55 

36. Hindus tan Aircraft (Private) Ltd., is a Government Company 
owned jointly by the Governments of India and Mysore. Its 
authorised capital is Rs. 18 crores while the paid-up capital is 
Rs. 6.80 crores of which the share of the Mysore Government is 
Rs. 60 lakhs. 

The factory has 3 divisions viz., (i) Aircraft Manufacture and 
Overhaul, Engine Manufacture and Overhaul, (ii) Rail-coach Manu- 
facture and (iii) Bus Body manufacture. 

The following table shows the department-wise profh/loss dur- 
ing the years 1954-55 and 1955-56:- 

Profit i + )--Loss(-) 
- - -- - . - - -- .- - - .- . - -. . - - - 

Buq Body an 1 Comrnzrc~al (-)I ,32,268 (-) 2.98.381 

--.- -- ---- ---- . )  3.5r.943 ( ) 6,58,~49 
-----...+- - -  

The Committee enquired of the reasons for the continued loss fn 
the working of the Bus Body and Commercial Division of the 
H.AL. The representative of the H.A.L. stated that the factory 
had since closed the Bus Body Building Section and had given the 
work to a contractor on royalty terms. The factory would supply 
only straight metal sections. The losses made previously would be 



treated as  developmental losses half of which would be 
made u p  in a period of 5 years. T h e  Commit tee  suggest that the 
workshop capacity thus  released should be suitably utilised in 
other expansion schemes of t h e  factory. 

Manufacturing and Trading Account of the  H.A.L. for t h e  year ended 
31st March 1955-(p. 270 of t h e  printed Accounts)  

Under the head 'Labour and Applied Overhead Expenses', the 
amount of Salaries and Wages has been shown as Rs. 1.33 crores 
In  evidence it was stated that only 1/4th of those represented the 
wages and the balance 3/4ths the overheads. 

Debits outstanding for recovery 

37. In evidence, the Committee were informed that the amounts 
due to the H.A.L. from its customers were of the order of Rs. 1,518 
1a)rhs as on 31st March 1956 and a cash credit accommmdation 
guaranteed by the Government with a limit of Rs. 50 lakhs had been 
obtained from a bank ( the actual withdrawals during 1956 being 
about Rs. 40 lakhs). The representative of H.A.L. stated that a 
Special Committee consisting of the representative of the H.,4.L., 
I.A.F. and Controller General of Defence Accounts had been consti- 
tuted to bring down the outstandings. 

T h e  Colttntittee are surprrsed that the  H.A.L. should have 
allowed the  dues to  acc~imulate zn this manner. For, its main 
customer is M ~ u t ~ ! g  o f  Defence whose representatwe functzoned 
as a Dzrector 011 ' s  Board of Munagenze~tr. Because of dela!g in 
settlement of c h ~ ~ r s  b?j t h e  Mznlstr?l. r h e  H.A.L. had t o  borrow 
money  from a Bank and pa!/ tnterest thereon. T h e  Cointnlttee 
would suggest thtrt a nroccdure shortld be et-oltyed bg  the  H.:I.L. 
i n  consultatzon t ~ t t l t  Mttlistry of Deferzcc whereby payments of bzlls 
for serzYtccs rendered or supp l~es  made b y  i t  are made regularl!y and 
wrthln a stzpilated perlod. 

Prod~iction and 0 ~ : e r l ~ a u l  of Aircrafts 

38. The Committee consider it to be of the utnlost importance 
that the capacity of the factory should be fully utilised. In the in- 
terest of both the I.A.F. and H.A. (P) Ltd., the latter would do well 
to examine the questions of increasing their production and manu- 
facture of engines and airframes of the types selected by the I.A.F. 
to meet their growing requirements. The Committee would also 
like to know what progress is being made in each of the directions 
laid down in the  Memorandum of Association of the HA. (P) Ltd. 
116 LS.-3. 



The Committee were also informed by the representative of 
H.A. (P) Ltd., that although the factory could manufacture certain 
type of aircraft, the demands placed on it  were not regular. They 
would, therefore, suggest that the Ministries of Defence and Com- 
munications should work out their requirements for 2-3 years in 
advance of the period of use to enable the factory to plan its produc- 
tion programme and phase it over a period. The Committee under- 
stand that certain suggestions in this behalf have been made to  
Government by the H.A.L. and they would like to know the final 
decision arrived at in the matter. 

The Committee observe from the Fourteenth Annual Report of 
the Directors that during the year under review, sales on the air- 
craft overhaul side declined in 1954-55 to Rs. 31.97 lakhs as compared 
to Rs. 43'73 lakhs in 1953-54 and Rs. 48.31 lakhs in 1952-53-the 
main reason being the Indian Airlines Corporatioh having them- 
selves taken over the Civil aircraft overhaul work and enquired 
how the H.A.L. was utilising this capacity. P 

In evidence, the representative of the H.A.L. explained that the  
factory had been switching over from overhaul to manufacturing 
side and eventually it expected to take up completely the manu- 
facturing side. While the Committee uyelcome this gradual change- 
over to the production of aircrafts till its capacity is fully absorbed 
by manufacture of aero-engines or complete air-crafts, the9 u~ould 
suggest that the H.A.L. should explore the possib,' ttes of securing 
some overhaul work from some of the friendly netghbouring coun- 
tries till such time as it .Is in a position to utilize its full capacity 
on the manufacturing side. They would also suggest that its capa- 
city for overhaul and servicing etc., should be fully utilised, suitably 
co-ordinated and pooled with the Air India International, Indian 
Airlines Corpwatzon and I.A.F. internal facilities, for such purposes 
to avoid over-lapping in the interest of economy and eficiency. 

During the visit to the factory in October, 1957, the Committee 
learnt that Flying Clubs in the country were unwilling to purchase 
HT-2 trainer aircraft manufactured by the H.A.L. as its price of 
Rs. 70,000 was considered too high as compared to Rs. 12,000 to 
15,000 for cheaper aircrafts like 'Piper' charged by foreign firms. 

The performance of HT-2 produced by the H.A.L. was reported 
to be much better and its life longer than the cheaper foreign air- 
craft, and there was, therefore, no comparison between the aircrafts. 
The Committee suggest that the manufacture of cheaper trainer 
aircraft bu the H.A.L. should be investigated in order to cater to the 



growing needs of Flying Clubs in the country. The desirability of 
supplying HT.-2 aircraft to Flying Clubs on instalment basis should 
also be considered by the H.A.L. as i t  will facilitate more sales and 
make people more air-minded in th.e country. 

The Committee would like to know in due course the progress 
made in th.e execution of some of the projects for manufacture of 
certain aircraft and engines. 

Manufacture of lntegral Rail Coaches 

39. The Committee were informed that the work on the project 
sf manufacture of Integral Rail Coaches by H.A.L. in collaboration 
.with a German firm was proceeding subject to availability of foreign 
excnange. Buildings were being put up and raw materials and 
machinery imported. The integral coaches manufactured by 
the H.A.L., although almost of the same weight as those 
produced by the Integral Coach Factory, Perambur. were expected 
t o  be cheaper in cost. The Committee wo~t2d lzke to have a compar- 
d i v e  statement of the cost of the Integral Coaches manufactured 
.bz~ the two undertakings. 

Standardization of the type of aircrafts for feeder services 

40. During the course of on-the-spot visit to the H.A.L. in 
October, 1957, the Committee suggested to the Managing Director, 
H.A.L., that H.A.L. as a prospective manufacturer of aircrafts might 
consider the desirability of standardising the types and designs of 
aircrafts required for internal feeder services. The Committee would 
suggest that the H.A.L. should consider the feasibility of irnplemen- 
tation of the suggestion. 

0 1 1  tstanding Recommendat ions 

Para 41 of 14th Report -. Detciiled Annual Report on the working of 
the H.A.L. 

31. Tht Con~irrittce find that the H.A.L. have not so far  taken any 
concrete cteps to prepare a detailed annual repmt on the working 
of its variola Branches for being made available to Members of 
Parliament as recoin~uended by them in para 41 of their 14th 
Report. They would, therefore, reiterate their earlier recommenda- 
tion in this behalf and destre that the H.A.L. should make an early 
start in this direction. 



Bharat Electronics (Private) Ltd. 

Para 17-Establishment of Bharat Electronics (Private) Ltd., for 
the manufacture of certain Electronic equipments 

42. An agreement with a French firm was concluded by the Gov- 
ernment of India for ce period of 10 years with effect from the 1st 
January, 1953 for establishing a factory for the manufacture of 
certain electronic equipments. According to this agreement, the  
French firm undertook to assist the Government of India in the  
establishment of such a factory to produce electronic equipment and 
components (including valves) end over a hundred different types 
of equipment as mentimed in Schedule I thereto. A sum of Rs. 53 
lakhs excluding royalty on production was payable to the firm in 
instalments during the period of contract. 

Under Clause 8 of the agreement, the French firm undertook t o  
make available to Government all technical, industrial and other 
services and assistance necessary to run the factory. The production 
programme was also drawn up for the manufacture of certain specifi- 
ed equipments which included:- 

30 types of High Frequency and Very High Frequency trans- 
mitters. 

20 types of High Frequency and Very High Frequency 
Receivers. 

10 types o r '  High Frequency and Very High Frequency trans- 
receivers. 

45 types of Radio equipments, and several other miscellaneous 
items and tubes. 

The production was to commence from the Calendar Year 1956 but  
the  programme for the years 1056 and 1957 could not be adhered to 
and with the epproval of the management of Bharat Electronics, a 
revised programme was fixed for these years. This programme was 
again modified as the right prototype of wireless sets required for 
the use of the Army was not produced by the French firm. The 
firm, therefore, prepared an alternative programme for the year  
195657-the first year of production. The future production pro- 
gmrnrne is yet to be determined. 



According to Audit, due to the high cost of raw materials and 
~omponents  and also higher overheads in the initial stages of limited 
production, the cost of production of equipment was high and, there- 
fore, some consumers were reluctant to pay this high price as 
imported equipment was obtainable at  much lower prices. Further. 
the French firm had not yet given the necessary information and 
specifications for the raw materials and components in English and 
.according to International Standards and therefore it was not possible 
for the Bharat Electronics to obtain raw material by open tenders, 
which had to be purchased from the suppliers of the French firm. 

43. In evidence, the Committee were informed that B.E.L. was a t  
present producing electronic equipments for the use of Civil Depart- 
ments only, vl;., Railways, Civil Aviation, All India Radio and the 
Police and was not supplymg anything to the Defence Services 
although it was prlmarlly sct up to meet the Defence requirements. 
The factory had made the first prototype of a wireless set for the 
Army which was being tested and another equipment was in the 
process of designing. The representative of the Bhamt Electronics 
dated that because of difficulties and delays in getting the design 
of the equlpmcnts accepted by the Services, B.E.L. had not been 
able to supply any Dcfcncc requirements so far. In reply to a ques- 
tion, he admitted there was wme reluctance on the part of the Army 
to use the equiprncnts of the French firm because of the unfarnil- 
iarity with the French system of calibration etc. The Master 
General of Ordnance, as thc user, stated that the Senices would 
accept cquipments produced by B.E.L. if  they came up to their 
requirements. The Committee w e r e  surprised hcnu regardless of 
the  user's p r e f e r e w c  for English type of equipmerrts. Government 
had sought the ( I S , Y ~ S ~ C I ) L C C  of CL French firm and entered into an ngree- 
ment with i t .  Esplaining the background of the agreement, the 
Secretary of the Ministry of Defence stated that at that time, in 
response to Government's invitation, only two firms had tendered 
viz., the French firm and a British firm. A Technical Sub-Commit- 
tee on which the Signal OfRcers of the Army, Navy and Air Force 
were represented, recomnlcnded collaboration with the French firm 
in preference to the British firm. The Signal OfRcers of the Army, 
Navy and Air Force also visited the French firm in April, 1951 and 
'they were impressed by the standard of manufacture of the French 
firm though not with the tempo of design and development. There 
were certain other considerations also which weighed with Covern- 
merit in choosing the French A r m  uiz, that self-sufficiency in manu- 



facture could be reached earlier, the programme of production was 
flexible and the Indianisation of the factory could be attained earlier. 

I t  is, therefore, apparent that the deckion of Government to enter. 
into an agreement with the French firm was arrived at after careful 
consideration. If so, the Committee think, it is idle to suggest now. 
(after half the period of contract has rolled by) that the user 
Services were averse to purchase the equipment manufactured by 
B.E.L. because of their unfamiliarity etc. Such an attitude, if i t  is 
allowed to continue, will hamper production and smother, if not 
kill, the incentive to produce. The Committee are, therefore, very 
much concerned that the capacity of the factwy should be put to 
the best possible use and to this end, the Government, the user 
Services and the B.E.L. should address themselves earnestly. 

The Committee like to add here that this is not the first case of 
its kind where Government could not utilise the installed capacdy 
of a factory fully. Si,miLar is the case of thq Machine Tool Proto- 
type Factory at Anzbernath. They trust that the Ministry will profit 
by these experiences. 

44. The Committee next went into the question of delay in 
production and the frequent changes in the production programme* 
twice in the course of the first two years. In extenuation, it was 
stated that the French firm took a long time to produce the proto- 
types. According to the Audit Report, the right prototypes of 
Wireless set 'P' and Wireless set 'R' required by the Army were not 
produced by the French firm. In a note* furnished to the Committee, 
the Ministry have observed that Wireless set 'P' had reached the 
prototype stage and the prototypes had recently undergone technical 
and user tests and production was expected to commence in 1959. 
As regards Wireless set 'R', it has been stated that the technical 
specifications of this set were given by the Army to the French firm 
in the latter part of 1955 and the paper designs prepared by the firm 
were approved by the Technical Directorate in February 1956 and 
the firm was working on the first prototype. Production of this set 
was not expected before 1960-61. 

The Committee observe from the Audit Report that the produc- 
tion programme for 1957 envisaged the manufacture of 3120 Wireless 
sets 'R' at  an estimated cost of Rs. 1,24,80,000 (60% of thut yeafs 
production in value). It is a matter of common knowledge that 
there will be a time lag between the designing and manufacturing 
of a protot~lpe and establishment of bulk manufacture (the Min is tv  
have anticipated this period as 4 years approximately in the c a m  
- -  - - - I - . _ _ . - _ _ * _ _ I I _ _  

*Not printed. 



~f Wireless 'R'). If so, the Committee are amazed at the wer@ 
mkm of the Ministry i n  including the manufacture of this set in the  
programme for the 2nd year of production. 

45. In restrospect, the ccmclusion is irresistible that the produc- 
tion programmes have not been well-planned in the Project Report; 
nor have they been properly scrutinised by the Technical Directorate 
in the Ministry. The  Committee understand from para 117 of the 
39th Report of the Estimates Committee that the Technical Sub- 
Committee which examined the Project Reports in 1950 had pointed 
out some changes in  the order of priorities i n  the production sched- 
ule of B.E.L. It is not known whether attention was paid to t h i s  
suggestion either at the t ime of finalking the contract or while 
modifying the production schedules subsequently. Undoubtedly 
the initial set-backs encountered 'by B.E.L. in establishing production 
were due to lack of perspective i n  planning production. The  
emphasis on the development aspect was more than it ought to  be. 
In a new venture like the electronic industry, a better and more 
prudent course would have been to start production of types of 
equipment alreadg in use (and therefore acceptable to  users without 
modifications and elaborate tests and trials) and then switch over 
to  new types gradttally. 

The Committee understand from the note of the Ministry (refer- 
red to in para 44) that In respect of another wireless set Q required 
by the Army, development work has been stopped. Thus of the 
three types of wireless sets required for the Defence Services, 
production in two cases is not expectcJ to commence earlier than 
1959 and 1963 rcspcctively, while in the third, development work has 
been stopped. The Committee LL\OZIM, therefore, suggest that produc- 
tion of less ccrrrtpltcated equtpntents should now be taken up by 
B.E.L. so as to  utzlise the idle capacity for the intervening period. 
Had this been dcme much earlier. the B.E.L. would have gone in to  
production gears before and would have saved the much needed 
foreign exchange. With a view to examining this aspect in 
greater detail, the Committee called for a note stating the  d u e  of 
various equipments imported by the Defence Services which could 
have been manufactured by the B.E.L. had the original schedule of 
production been adhered to. The information is still awaited. 

Though the perfornmnce of the B.E.L. was disappointing so far 
as the  requirements of the Defence Services were concerned, the 
factory has manufactured electronic equipmen ts for civil users like 
Railways, Police, A.I.R. and Civil Aviation Department. T h e  Com- 
mittee were assured that with the setting u p  o f  the Radio and Cable 
Conttol Board, the manufacturing capacity of the B.E.L. would be 



fully utilised by the Government departments, for the Board scmti- 
nised the indents of the user Departments for the import of electro- 
nic equipments which could be undertaken by the B.E.L., were they 
so directed. The Comnzittee would like to know how far the present 
production of equipments required for civilian use has enabled the 
company to utilise its capacity and would also like to be informed of 
the effect of the setting up of the Radio and Cable Control Board. 
on the future ,utilisation of the capacity. 

46. The Comnz~ttee consider that as a factory run on business 
prixctples, B.E.L. slzould have an efiicient Sales Department. This 
Department should be manned by competent technical officers who 
\vill c,mtsct the user Departments with a view to ascertaining their 
future requirements and thus enable B.E.L. to plan ahead the pro- 
duction programme. Oficers of this Department may also bc sent 
abroad  periodical:^ to \-isit the  Frcnc!i firm to select thc items of 
equipment produced by that firm which will be acceptable to users 
here, for manufacture at  B.E.L. Szmilnrly. they nzny also select other 
equ:pments to manufacture under licence in B.E.L. In fact. the 
Comn:;ttee understand that a delegation of experts headed by an 
o.@cficer of the Defe~zce Mznlstry toured the U.K. on a similar ass igv -  
ment and have selected a number of s w h  items. It  is reported thnt 
their report ts under the cmtstderation of Government. The Coni- 
mittee trust that speedy act?on udl  be taken on this report and the 
productton sched~rle of B.E.L. drawn up quickly. 

-17. Manufacture o j  Valves -In regurd to the manufacture of 
valves, the Committee learnt that the position was as follows: 

Although the agreement with the French firm also included the 
manufacture of valves by the B.E.L. in 1958, it was found that the 
type of valves produced by the firm did not suit the requirement of 
the users in India. After prolonged investigations, the Board of 
Management of B.E.L. decided to negotiate an agreement with a 
reputed firm in Holland for the production of valves. While the 
draft agreement was being considered by the Board, the question 
of manufacture of valves in the context of the valves being replaced 
by transistors was raised. The Technical Committee, appointed to 
go into this aspect, had observed that it would take at least another 
5 to 10 years for transistors to replace valves. In the meanwhile, 
another company from America had offered to set up a factory by 
itself in the private sector and thus save B.E.L. the foreign exchange 
The question was whether valve manufacture should be in the 
private or public sector. 

The Committee were informed that B.E.L. had alreadp spent 
a. 20 kkhs On the machinery and building in connection with 
e h b l i t h i n g  vdve production, while the muchivery required for the 



complete project was estimated to be worth Rs. 25 lakhs. In these 
.circumstances, the Committee considered' that the obvious choice 
is  the public sector. The Committee would therefore, urge that the 
negotiations wi th  the other Company in this behalf should be 
finalised without any further delay and production of valves 
started by the B.E.L. 

The Committee are informed by Audit that under the agreement 
with the French Company the valves project alone is likely to 
cover 20 to 30% of the production target. 

One important question which the Committee understand is 
being considered by the Defence Ministry in this regard is how far 
the entering into of licensing agreements with other firms for 
valves would affect the obligations of Government under the terms 
of their agreement with the C.S.F. as this ~vould affect the full 
utilisation of Bharat Electronics Lt.'s capacity with and without 
the assistance of the C.S.F. The Committee would like to be inform- 
ed of the final decision on this point and of the progress made in the 
matter of undertaking manufacture of valves in Bharat Electronics 
Ltd. before they next take up examination of the accounts of the 
company. 

48. Cost Control.--It hus been nlentiontd in para 42 above that 
the cost of production of equipment by B.E.L. was high compared 
to imported equipment. During the visit of the Committee to the 
factory in October last, they discussed at some length the costing 
procedure followed in the B.E.L. They also called for a note in this 
behalf from the B.E.L. According to this note, which explains the 
costing procedure followed by the B.E.L., every job undertaken 
i n  the factory has a predetermined estimate of direct materials and 
labour hours required. As and when a job is completed, the actual 
materials drawn and labour hours spent are compared with esti- 
mates with a view to checking up the extent of variation between 
the original estimates and actuals. In cases of exess or saving. the 
reasons are analysed for future guidance. Similarly, predetermined 
overhead rates are applied to all jobs completed in the factory. At 
the end of every quarter, the predetermined rates would be com- 
pared with actuals and a t  the end of the financial year any under 
or over-recovered overheads would be charged off to the profit and 
loss account provided the amount involved is small. If it is large 
the same will be distributed over the items manufactured during 
the period under review. The Committee undmstand that Awlit 
have already suggested that the review shmcld be quarterly and on 
the b& of such review, the rate of  overheads for the subsequmt 



period should be suitably adjusted with a view to  avoiding the 
' necessity of reopening all the  closed work orders at the  end of the 

year for reallocation of the under w over-recovered overheads. T h e  
Committee desire that the suggestion should be examined by  the  
B.E.L. and the Committee informed i n  due course, how the  change 
suggested by the Audit has worked. 

In pams 122 and 123 of their 39th Report, the Estimates Committee 
had commented upon higher prices of the equipment manufactured 
by the B.E.L. as compared to the imported equipments, in spite of 
the fact that the customs duty for the equipment imported by the 
B.E.L. for the purpose of production is charged at the concessional 
rate of 2 5/8 per cent. whereas the normal duty for these items is 
about 31+ per cent. In this connection, the Committee also under- 
stand thut the B.E.L. has since reduced its sale price as a result of 
which it had t o  sustain a loss of Rs. 20.57 lakhs in  respect of 147 sets 
of transmitters and 314 sets of receivers. This amount has been 
de'bited to  the "Deferred Revenue Expenditure". The Committee 
should be informed as to the manner in which this amount is propused 
t o  be finally adjusted. 

49. Overhead costs.-At present, with the major part of B.E.L.'s 
apacity lying unutilised, the overhead costs are disproportionately 
high. A sort of weighted overhead is being charged on the equip- 
ments manufactured at present. The Committee were given to 
understand that this was inevitable and with the tempo of produc- 
tion rising, the element of overheads in costs will decrease over a 
period of years. While the Committee appreciate this, they are of the 
view that the B.E.L. should devise eflective measures to guard against 
extravagance and allocating too much overhead on its products 
which might result in "pricing itself out of the market". Wi th  this 
object in view, the B.E.L. should scrutinise its overhead costs perwdi- 
cally and see that its costs are comparable, if not competitive, wi th  
imported equipments. 



STOCK VERIFICATION 

Para 18-Stock verification in Army Units and formations (other than 
factories) 

50. In para 18 of the Audit Report, it has been pointed out that 
the stock verification carried out during 1954-55 disclosed considerable 
surpluses,'deficiencies in four Central Ordnance Depots, despite the 
completion of the Reorganisation Scheme, as indicated below: 

- - -- - 

I \ I  Depot 

2ild D C F ) ~ , ~  

3 r J  L>epiit 

4' 11 I)cp.u 

In para 82 of the Nineteenth Report, the Public Accounts Com- 
mittee drew attention to consi.derable surpluses and deficiencies dis- 
closed in the last two Ordnance Depots during the first annual stock 
verification after completion of the Reorganisation Scheme. 

51. While the Committee have been assured by the hlinistry of 
Defence that strict instructions have been issued by them to the 
various service nuthorities on the subject of proper maintenance of 
store accounts and stock verification, the Committee regret to o b s m e  
that store-accounting and store-keeping continues to be in an unsatis- 
factory condition, and even aftm completiol~ of the Re-organisation 
Scheme, no perceptible improvement has been noticed. They would, 
therefwe, reiterate thetr of t-repeated observation that unless the 
quantity and location of stores are known with teasottuble accuracy, 
full operational eficiency of the services cannot be attained. They 
desite that the surprise check of the physical stock by the C.G.D.A. 
should be introduced in respect of the items where large surpImes 
and deficiencies have been noticed. 



Para 20-Stock verification in Air Force Units and Formations 

52. This para disclosed an unsatisfactory state of stock verification 
a n d  store accounting in the Air Force Equipment Depots and forma- 
tions. The biennial stock verification completed on the 31st March, 
1955 in respect of three Equipment Depots revealed the following 
deficiencies and surpluses: 

Dcficicn- Surplus- 
cies cs  

- . -  - - - . . 

The last two stock verification in respect of the 1st and 2nd 
Depots for the periods ending 31st March, 1951 and 31st March, 1953 
had also revealed deficiencies and surpluses. 

At the end of the last War, enormous stocks of equipments were 
left behind by the Royal Air Force and U.S.A. Air Force and an 
ad hoc procedure was prescribed for verification of stocks on the 
basis of markings on the cases which lay scattered nll over the 
country. Even on the date of the above stock-verification all cases 
had not been opened and as such stocks could not be assessed 
accurately either qualitetively or quantitatively. 

53. According to the Audit Report, though these stores had been 
lying unused for more than ten years and were not likely to be used 
by the Indian Air Force, the I.A.F. authorities found it difficult to 
declare them to disposals, as a certificate to the effect that no item 
would ever be required in future had to be given which the officers 
were unable to give without detsiled examination and identification 
of each item. The Comptroller and Auditor-General had suggested 
that a high level decision should be taken for the disposal of these 
stores without further delay, as these stocks were occupying valuable 
storage space and considerable expenditure w w  being incurred on 
their care and maintenance a t  a time when there was acute shortage 
of covered accommodation to the detriment of proper storage of new 
materiels in current use. 



54. During evidence, the Committee were informed by the repre- 
rentative of the Ministry that instructions had been issued on the  
6th August, 1957 to separate the entire stocks into two portions-the 
'active portion' which was for future use and the 'inactive portion' 
which was to be disposed of through the Director General of Supplies 
and Disposals. In reply to a question as to what steps h d  been 
taken to overcome the difficulty with regard to issuing certificates 
that the stores would not be required for future use, Committee 
were informed that the stores categorised as 'inactive' would not be 
rubjected to detailed stock-taking and the requirement of a certifiaete 
regarding their future usability would not apply to them. However, 
quantity stock-taking in terms of number of packages and loose bulky 
items held, would be done every year. 

The Committee understand from a note (Appendix XI) furnished 
by the Ministry of Defence that stock holding Depots have segregated 
some 7,000 items and surplus reports therefor are being referred to 
the Air Headquarters. The Depots are also preparing separate lists 
in respect of items which might be put to alternate uses and the items 
which are 'inactive' only parthlly, i.e., where stocks are useful but 
dis-proportionately large compared to the requirements. Where the 
portion o f  stocks of the items has to bc retained the Air Headquarters 
would scrutinise the relevant 11sts and fix up quantitjes to be retained 
for future use and thc balance ~vould be declered surplus thereafter. 

55. T h e  Contn~i t tee  regret to  observe that so long af ter  the end of 
the  W a r ,  the store keeptng was allotred to reinam i n  such a chuotic 
state In the Air Force Depots. In their optition. the  sttuation war- 
ranted much earlier actum to screen the old stocks rctrft  a view to 
determtutng thelr usab~l l ty  crnd drspos~ng of obsolete and tinwanted 
itenrs. Whrle the Cotnmtttee nppreciate that  the  present procedure 
is destgncd to ensure that stocks 1~h2ch inlg1t.t be reqt~tred iv future 
should not be declured surplus. t f  we  constder that on a long t a m  
pouzt of m e w ,  i t  would be more economtcal to dtspose of stores of 
dortb tful usabilitg and resort to  purcJ~mes. i f  and when ,  the  necessity 
acttba2lg arises tn future. 

They would like t o  know i n  due course the value of stores declared 
'inactive' and progress made i r l  their disposal. 



MISCELLANEOUS IRREGULARITIES 

Para 22-Arrears in rent recoveries 

56. This para disclosed that e s  on the 30th September, 1955, a sum 
-of Rs. 1,17,61,029 was outstanding on account of arrears of rent in 
respect of the Defence Services buildings. Out of this, a sum of 
Rs. 68.47 lakhs pertained to the Rehabilitation Department on account 
of occupation of military buildings by dispkced persons and a sum 
of Rs. 61.56 lakhs related to other Ministries of the Central Govern- 
ment and certain State Governments, while a sum of Rs. 18.17 lakhs 
was outstanding from private persons, messes, clubs etc. The break 
up  of the remaining sum of Rs. 23.41 lakhs was not given in the Audit 
Report, a s  tho details were not available. At the instance of the 
Committee, the Ministry has given details* of a further sum of 
Rs. 20.28 lakhs viz., Ministry of Rehabilitation-Rs. 2-07 lakhs, other 
Ministries of Central and State Governments-Rs. 10.60 lakhs and 
private persons etc.-Rs. 7.61 lakhs. The break up of the balance of 
Rs. 3.13 hkhs  is yet to be furnis!led by the Defence Ministry. 

Explaining the position regarding recoveries from private persons, 
catering contractors etc., the representative of the Ministry of Defence 
stated that in spite of various orders issued and measures taken, the 
Ministry had been able to recover only a sum of Rs. 2.68 lakhs while 
the arrmrs had risen to Rs. 29.19.370 as on 31-12-1956. The Quarter 
Master General was malung efforts to recover the outstandings. The 
Committee desire that these outstandings should be reduced constder- 
ably. 

As regards dues from the Ministries of Central Government, the 
Committee were informed by the Defence Secretary that consequent 
upon the issue of an amendment to the Civil Accounts Code, no rent 
would be payable by the Civil Depnrtments except the Commercial 
Departments for the use of defence services buildings for non- 
residential purposes and the bulk of outstandings due from them 
would shortly be adjusted. The Rehabilitation Ministry had paid 
Rs. 35 lakhs in the past and would pay Rs. 14 lakhs shortly. The 
Committee would like to know the progress made in the matter oj 
adjustments or ~ecoveries ntade. - - 

* S c -   append^ XII. 
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Pa~a 23--Shmt recovery of sent. 

57. A civilian lady clerk whose basic pay was Rs. 80 per mensem 
was allotted a requisitioned qmr te r  with effect from 16-1-1954 with 
an assessed rent of Rs. 102/9 p.m. at her personal request and on a 
declaration from her that she was willing to pay the assessed rent. 
S h e  regularly paid the assessed rent upto October, 1955, when the 
Controller of Defence Accounts concerned held the view that the 
recovery of assessed rent was incorrect and decided to refund to her 
the amount recovered in excess of 10 per cent. of her pay and t o  
restrict further recoveries accordingly. 

In evidence, the Defence Secretary admitted that it was wrong to 
have allotted her this quarter which was of a higher class but having 
allotted it the rent should have been recovered from her at the 
assessed rent as agreed to by her. . It was stated that the of3cer 
responsible for the decision to refund had retired from service. 

The Committee enquired whether the Controller General of 
Defence Accounts had any explanation to offer. In reply it was 
observed that the sub-Area Commander had recommended payment 
of house rent allowance to the lady clerk hut the Command Controller 
of Defence Accounts held that under the rules, payment of house rent 
allowance was not permissible in respect of leased accommodation. 
He held the view that in respect of accommodation provided by Gov- 
ernment, recovery of rent from a Government servant in excess of 10 
per cent of pay was irregular and the Controller of Defence Accounts 
has, therefore, directed the refund of rent recovered from her in 
excess of 10 per cent. of her emoluments. 

T h e  Con~tnzttee art  niiiazed at tilts e.rplar~at~oir. How could the  
C m r n a n d  Cot~trollc~r ot*erlook tlce fact that tlce nllotrntnt tn this case 
was made on the  persoi~al undertaking o j  the l ady  clerk to  p a y  the  
assessed rent? The  Committee c~re d~stressed to note that Ftnunce 
also s l~o~ t ld  hare chosen to act l n  this 7nat~ner. T h e  Cornmlttee desire 
that wi th  a z ~ i e u ~  t o  clz~old s ~ w h  irrcgulartt~es 111 flrture. trecessarg 
instructwns should be issued t o  errsure that 710 hlgller accoinrnodntmn 
is allotted t o  Govern nter~t seroa~cts than is warranted by their status, 
but  that if in any case suclc icighcr accontnroclation is acttrolly allotted 
to them at their own request, full assessed rent should be recovered. 
The Committee utldprstaud tlrat in thc case of civil departments such 
Q position is already laid dawn by rzrles and do  not see any  reasons 
why the same principles shot~ld not be followed in  cases of this type. 



Para 24(a)-Loss due to belatedlincorrect fixation of price 
rates 

58. Consequent upon the receipt of 15,480 Turkish Bath Towels 
Large Bleached at an increased rate in April, 1953, the sale price of 
such towels should have been increased from Rs. 3/12/- each to  
Rs. 4/11/-, but instead, the rate was reduced by mistake to  Rs. 2181- 
with effect from 11th August, 1954. To rectify the mistake the sale 
rate  was revised on the 2nd March, 1955 but again it was incorrectly 
fixed at Rs. 4/9/- each instead of a t  Rs. 4/11/-. The correct rate 
was finally promulgated with effect from the 19th May, 1956. The  
loss in a single officer's shop was Rs. 12,191 during the period from 
May, 1953 to July, 1956. 

During evidence, the Committee were informed that the total 
loss in this case, taking all the  officers' shops into account, worked 
out to be Rs. 40.000/-. Disciplinary action had been taken against 
the staff responsible for the mistake and instructions had been issued 
t o  prevent recurrence of such mistakes in future. 

Para 24(b)-Losses due to bclated/incorrect fi.ration of price 
rates 

59. Valises Officers (holdalls) were being sold at  Rs. 32 each, 
a rate originally fixed some time in 1946. No attempts were made 
to ascertain the manufacturing cost of the article till June, 1955 
when it was found that its manufacturing cost was Rs. 61/-. Sale 
of the articles was therefore suspended from the 25th August, 1955 
pending revision of the sale rate. A revised sale price of Rs. 85/9 
each was notified to take effect from 25th November. 1955. Accord- 
ing to the Audit Report, 333 holdalls were sold in  one omcers' shop 
alone at the old price of Rs. 32/- from the 4th June, 1955 to 24th 
August, 1955 resulting in a loss of Rs. 17,836. After the upward 
revision o f  the price, it was rcportcd that only one holdall could be 
sold duing 3 months. 

In this el~idence before the Committee, the representative of the 
Ministry of Finance (Defence) stated that the actual loss was only 
on the sale of 138 holdslls which were manufactured at a higher 
cost. 

60. At the instance of the Committee, the Ministry of Finance 
(Defence) submitted a note (Appendix XIII). From that note the 
Committee observe that the total number of holdalls sold at  Rs. 32 
each between 4-6-1955 to 24-8-1955 was 845 and the total loss in- 
curred on their sale was Rs. 46,03615,'-. I t  was not possible to And 
out how many of these were from the old stocks manufactured by 
the D.G.O.F. during 1945-46 and 1947-48 (post-partition) a t  a cost of 
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Rs. 37.69 and Rs. 28.70 each respectively and how many came 
from those produced during 1953-54 to 1955-56 at higher rates rang- 
ing from Rs. 46.34 to Rs. 63.24 each. Hcwever the number of holdalls 
manufactured by the  Factory upto March, 1955 at the higher rates of  
Rs. 46.34 to Rs. 63.24 was only 138. 

The Committee undcrstand from Audit that although under the 
standing orders it was the duty of the Accounts Officer to furnish 
half yearly basic costs of manufx:ure of all stores of the type in 
question, the Accounts Oficer a t t a c k d  to the Ordnance Factory 
failed to comply with the instructions and that the case was under 
investigation. It rs o?)tqions t h ~ t  2n this  c a e  the loss was not due 
to an?/ defect in  t h e  procccl~ire but due to  failure t o  f o l l o ~ ~ :  the cor- 
rect proccc!urc. The C o n r n ~ i t t ~ e  zcould like t o  be mjormed of the 
disciplinary action ficlkerl against t h c  delznquents. 

61. The Committee also observe from the above-mentioned note 
that while placing orders on the Director General of Ordnance 
Factories for supply of Stores required for sale in the Officers' 
shops, i t  is not the practice to obtain an estimate of likely cost 
of production. In the present case the manufacture rate Rs. 28.70 
of thc previous in t  made in 1947-48 was taken as a guide by the 
indmtor  while placing an indrnt in 1950. This resulted in the 
Officers' shops being saddled ~ v i t h  holdalls produced at higher rate 
which co~ild not be sold when the sale rate was revised upwards 
to Rs. 85/9 ' -  each. The Committee are informed tha t  the item has 
since b w n  dclctcd from thc  Oficcrs' shop price list and is not in- 
tended to bc sold thr-ough thcsc shops and that it is included in the 
camp kit  nuthoristd to officers of the Army and Air force. The 
entire stock is to be issucd against free entitlement to the officers of 
the Permanent Commission and on loan to Short S e n i c e  Commis- 
sion Officers. 

62. The  Coinrnzttee feel that the system of placing orders for 
various items toherher issued to users direct or through O_Picers' 
Shops is defective inasmuch as ohe estimated cost of manufacture 
is not made known t a  or ascertained by the indentor. Thel~  desire 
that the Mmistrlt of Defence zn con.nr1tation w i : h  the Ministry of 
Financc: ( ~ e f c n c c )  should rcz7ise the procedtrre for thwi th .  

It is equally surprising how f ie factory embarked on a pro- 
gramme of man~tfacture at a cost so much higher than that of 
previous manufacture. Such consultation and scrutiny are necessary 
for purposes not only of Factory control hut also of budgetary eon- 
tr02. The  very fact that the cost of production o f  holdaIls has gone 
11%- 



up three times in a period of seven years discloses that the munu- 
facturing efficiency of the factory needs looking into.. In fact fw 
articles available in the market (in this case at even lower prices) 
the Ordnance Factories need not undertake production. 

Para 27-Loss due to delay in publication of payment issue 
rate 

63. Due to  delay in the publication of the payment issue rate, 
Shoes Brown, Canvas (Leather sole) purchased at Rs. 14/13/- per  
pair in May, 1952 were continued to be sold a t  the old rate of Rs. 5/- 
per pair. The revised payment issue rate of Rs. 16/11/- was worked 
out in May 1953 and made effective only from 1st October, 1953. 
Between May 1952 and September, 1953 a loss of Rs. 39,317 was in- 
curred on the sale of 3,364 pairs of shoes at the old rate. 

During his evidence, the representative of the hlinistry of Defence 
admitted that this was a common type of occurrance in the past. 
but this had now been rectified by the revised procedure and the 
position was improving. The Committee would like to watch the 
results of the implementation of the revised procedure. 

Such cases were numerous. The Committee had commented in  
their Nineteenth R e p d  also on such delays in :he publication of 
correct issue rates. They would, therefore, urge that such cases 
should be investigated thoroughly and seriovs notice token of such 
lapses. 

Para 25-Idle tractors in Ordnance Depots 

64. Out of 191 Industrial tractors meant for shifting stores with- 
in the  depots, 45 tractors were in serviceable condition and the  
rest had been unserviceable for six or seven years for want of re- 
pairs which could not be done for lack of spare parts. The cost 
of spare parts was assessed a t  Rs. 33,600 approximately. The work 
was being carried on by manual labour a t  a considerable extra cost 
to Government. In 3 depots the drivers of idle tractors continued 
to be employed, resulting in an avoidable expenditure. 

In evidence, while admitting that there had been delay in handl- 
ing this matter a t  different levels, the representative of the Ministry 
of Defence informed the Committee that the tractors had since 
been checked up by the Mechanical Engineering Authorities to as- 
certain whether these could be repaired on availability of spare 
parts. The High Commission of India in U. K. had been addressed 
with regard to procurement of spare parts needed for repairing the 



tractors. To a question whether repair of these tractors would be 
economical, the Committee were informed that the cost of repairing 
a tractor wouId approximately come to Rs. 300 as against the cost 
of Rs. 13,000 of a new tractor. As regards the  continued employ- 
ment of the drivers of the idle tractors, the Committee were in- 
formed that each one of them was being utilised in lieu of two 
persons-fitter and f i t t e r -ma te fo r  the maintenance of vehicles etc. 

The Committee a re  not happy about the inordinate delay in re- 
pairing the tractcrrs i n  this case which resulted not only in extra  
cxpendzture on manual l a h w r ,  but also loss of eficiency. They 
would Like to be informed in due course of the progress made in 
repair work. They zvould also like a statement for each Depot t o  
be jttrttished to the Committee dul?] vetted by Audit showing the 
number of vacancies emstent during the period of irregulanty in 
the authot-lved t.stabltsltrneirt of fitters and fitter-mates and the 
number of surplus drzvers utzltsed tn lzeu and how far  the emplmj- 
ment of drrvers t n  lreu of frttcrs and fitter-mates is feasible and 
justzfitd f rom the poznt of view oJ eficiency and economy. 

Parn 26---Disposal of obsolete ammunition 

65. Under instructions received from Army Headquarters in 
F e b r u a n ,  1955, the Embal kation Commandant of a port invited 
tenders for the disposal by dumping into the sea of about 1,700 tons 
of obsolete ammunition held in a depot. As the work had to be 
complctcd before the monswon. Government awarded the  contract 
to one who undertook to complete the entire operation within 15 
days (against one or t ~ v o  months by others) although his rate of 
11s. 50/8/-  per ton was the highest ( the lowest being Rs. 35 per 
ton.). He also offertul to supply a ship for the purpose as opposed 
to  barges which the others offered to provide. 

When the first spccial train carrying 600 tons of ammunition 
arrived at the port on the 10th May. 1955, the contractor could not 
provide a ship. A special train with another 600 tons of ammuni- 
tion also left the Depot on the 10th May. 1955. The contractor could 
manage to dump only 163 tons of ammunition by carrying it in a 
barge towed by a tug. On the sea tending to be rough, the Contrac- 
tor stated on the 14th Ma?, 1955, in writing his inability to proceed 
with the contract. The  ammunition had to be back-loaded to the 
depot resulting in an infructuous expenditure of Rs. 3,77,000 ap- 
proximately. 

According to Meteorolo~ical authorities, who were cansulted 
later, the best time for the dumping operation from the point of 
sea conditions was the second half of December and the  month of 



January. The balance of about 1500 tons of ammunition was suc- 
cessfully dumped during the period from 7th December, to  23rd 
December, 1955 with the assistance of the Director General of Ship- 
pmg. a t  a cost of Rs. 51,975 as against Rs. 79,790 demanded by the 
original contractor. 

66. During the evidence, the representative of the Defence Minis- 
t ry  stated that before placing the contract the Embarkation Com- 
mandant had personally inspected the ship offered by the Contrac- 
tor for the operation and had fixed 23rd May, 1955 as the date for 
completion of the work. But the ship promised by the contractor 
was not there. He admitted that the antecedents of the contractor 
were not satisfactorily verified before awarding the contract. 

The Committee understand from a note (Appendix XIV) sub- 
mitted by the Ministry of Defence that the case is being referred 
for arbitration in terms of the contract and a claim for a tentative 
sum of about Rs. 3,?7,241/!0/3 is being made against the contractor 
in consultatin:l with the Ministries of Law and Finance (Defence). 

67. The Committee think that the whole transaction zoas ill- 
planned and tli-conceived. They endorse the view of Audit that 
dhe in f r~~c tuous  expenditure could have been avoided if the opera- 
tion had been well timed. It  is surprising that the most favourable 
part of the year for this operation shodd have been unknown to 
the Defence azttlzorities who have been dumping ammunition for 
quite a number of years. The Cornmitree also take a serious view of 
the manner in which the Embarkation Commandant failed to take 
the ordinary precaution of verifying the antecedents and proven 
ability of the contractor @o undertake the work in consultation with 
the D.G. Shipping before the contract was given. In  their opinbn, 
the case calls for disciplinary action against the oficers responsible 
for neglige~zce of their dutg. The Committee would also like to 
know in due course the fisal outcome of the arbitration proceedings 
in this case. 

68. The Comrni tw note that with effect from the 1st August, 1956 
the Indian Navy have been made responsible for dumping of obso- 
lete ammunition and explosives at  Bombay port; and in cases where 
the quantities were coo large to be handled by the Navy and in 
cases where the dumping was to be done a t  other ports, the work 
would be handled by contractors. In  order to ensure better plan- 
ning of dumping operations, necessary administrative instructions 



are proposed to be issued to the Service Headquarters including 
Navy. The Committee trust that these instructions wwld prevent 
recurrence of such nugatory expenditure in future. 

The case is typical of the many cases where contracts were 
placed at higher rates in consideration of urgency but which in 
practice were either not urgent or not fulfilled in time. The Com- 
mittee desired to know what steps the Ministry proposed to take 
in such cases to safeguard the Government against losses. The 
Conzinittee note that the Ministrg of Defence propose to evolve, in 
consultntion with the Ministries of Works, Housing and Supply and 
Law, suitable terms of coitracts to be applicable in such cases with 
a view to enforcing deterrent penalties against defaulting contractors 
and also to increase amounts of securzty. The Committee would 
like to be informed of the final decision arrived at in the matter. 

Para 28-Non-recove~y of charges for surveys' carried out by a 
Naval Survey Ship 

69. Survey work on behalf of the Port Trusts and State Gov- 
ernments is sometimes carried out by a Naval Survey Ships and the 
cost of such survey is to be recovered at the rates prescribed by 
Government for each ship. No rate of recovery was fixed by Gov- 
ernment in respect of surveys carried out by the Naval Survey Ships 
in four ports between November 1953 and April, 1955. According 
to Audit, on the basis of the rate of recovery prescribed by Gov- 
ernment in respect of a similar survey ship, the amount due for 
recovery worked out to Rs. 17.72 lakhs approximately. 

The Committee were informed by the representative of the 
Ministry of Defence, that out of four surveys carried out by the 
Navy, two were done at the instance of the Ministry of Transport 
and two at  the instance of the State Governments, From a note 
(Appendix XV) submitted by the Ministry of Defence, the Com- 
mittee understand that it has been decided by Government that the 
surveys at  two ports constituted Defence liability in respect of 
which no recovery was due. The recoveries outstanding in respect 
of the surveys of the remaining ports had been worked out at Rs. 9 
lakhs. The matter was being pursued with the State Govern- 
ments concerned through the Ministry of Transport and Cornmuni- 
cations. The Committee would like to have a further seport re- 
garding the recoveries made in the matter. 



OUTSTANDING RECOMMENDATIONS-ACTION TAKEN ON 

70. The Committee now proceed to deal with some of the 
important items outstanding from their previous Reports. They 
recommend that in each case, the final action should be expedited. 

Para 115 of the 9th Report-Advance payments to the U.K. 
Government: 

71. The Committee learn from a note (Appendix XVA) sub- 
mitted by the Ministry of Defence that advances to the U.K. Gov- 
ernment for purchase of stores for short-term and long-term deli- 
veries were inevitable according to the procedure laid down by the 
Treasury in U.K. in this behalf, which was applicable to all the 
Commonwealth Countries. The Committee desire that in order to 
enable them to have a proper appreciation of the position in this 
regard, they should be furnished with a statement showing the 
details of outstanding advances as on 30th June, 1957, the orders to 
which they relate, the date on which the orders were placed and 
the progress of supply against these orders. 

The Cormnittee would suggest that the Government of India 
should also consider the question of demanding advance payments 
whenever bulk orders for stores are placed on them by other 
countries. 

Para 25 of the 14th Report-Contracts for purchase of asbestos 
cement sheets: 

72. The Committee observe from a note (Appendix XVI) sub- 
mitted by the Ministry of Works, Housing and Supply that while 
placing the contracts, the Director General, India Store Depart- 
ment, London, changed the specifications of the asbestos sheets 
without consulting the indentor. The representative of the Minis- 
try of Works, Housing and Supply informed the Committee that 
in view of the urgent demand for the sheets by Defence Ministry, 
the Director General, India Store Department anticipated that the 
changed specification would he acceptable to the indentor. After 
placing the orders on the U.K. and Italian manufacturers, he 
informed the indentor that the Italian sheets would be somewhat 
different from those of U.K. specifications but h e  did not care to 
communicate the detailed specifications. The Committee note that 
copies of the two contracts giving all particulars of the supplies 



were received by the indentqr in January, 1951 and November, 1Ml 
~espectively, while the consignments had started arriving in Decem- 
ber, 1949. 

73. The Committee wonder how the Defence authorities (inden- 
tor)  could acquiesce in the view that the sheets would huve been 
accepted even wi th  the changed specifications. The  Committee are 
af the view that the D.G., I.S.D., London had failed i n  his duty  in 
not getting the prior consent of the indentor before placing orders 
for stores of the changed specifications. They  desire that in future 
prior concurrence of the indentor should invariably be taken by the 
Supply Wing in cases where the original specifications are changed 
for any reason. 

Para 40 of th.e 14th Report-Future set up  of the Canteen 
Stores Department: 

74. The Committee are given to understand that it is proposed 
to allow the Canteen Stores Department (IndiaJ to function as a t  
present and to finance it from a Fund outside the Consolidated Fund 
of India but within the Public Account. The Committee are of the 
viezr t h a t  the position toill still be extremely anomalous and would 
therefore recommettd that &he question of placing the organisation 
on a statutory basis as a corpornte body under an Act of  Parliament 
shodd be further considered. 

Para 33 of the 9 t h  Report and para 45 of the 14th Report-Loss 
on purchase o f  uvicztion stores without proper verification of the fin- 
ancial status of a firm named Mess'rs. Arrcraft Instrumentation Ltd.: 

75. The Committee observe from a note (Appendis XVII) 
submitted by the Ministry of W.H. & S .  that according to the High 
Commissioner's report the items of stores in question were 
obsnlete and were not being manufactured. The only possible 
source of supply was, therefore, the surplus dealers. In suggesting 
the name of Messrs. Aircraft Instrumentation Ltd., the Air Adviser 
followed only the prevailing practice which was for his Department 
to make a recommendation in respect of likely suppliers. The 
Defence Ministry have accepted the view of the High Commissioner 
that the Air Adviser did not go out of his way to recommend the 
name of the likely supplier. The High Commissioner has, however, 
held the Controller of Supply Branch in the India Stores Depart- 
ment responsible for certain administrative lapses, uk.,  (i) for not 
maintaining up-to-date the lists of approved contractors of Aeronau- 
tical Inspection DirecbratelAir Registration Board (from which 
the name of the firm in question had been removed), and (ii) for 
not bringing the default in supplies on the part of the Arm in time 



to the notice of the higher authority. Intimating the action taken 
against this Officer, the Ministry 01 W.H. & S. have stated as 
follows : - 

"* * * taking into consideration has unblemished record of 33 
years, it has been decided that he should be asked to 
retire from service voluntarily and if he does not do 
so, a proper enquiry shall be instituted against him as 
provided under the rules". 

I t  appears from the portion underlined above that a proper 
enquiry into the matter was not instituted. In evidence the Com- 
mittee were informed by the representative of the Ministry of 
Works, Housing and Supply that the officer concerned had three 
more years to serve and he was made to retire from service pre- 
maturely due to this lapse on his part. The  Conzntittee feel the 
Oficer had been let off lightly. 

76. As  observed by  the Last Committee, the method of procure- 
ment  of stores followed i n  this case was unbusinesslike. The  Com- 
mittee consider the  practice followed by the Air Adviser in suggest- 
ing the  name of possible suppliers as highly irregular and dezire  
that this practice should be stopped. 

Another interesting fact that was disclosed while examining this 
case was that the payment was made to the firm in advance on an 
'understanding' to get the benefit o f  cash discount. The Committee 
have not been furnished with the details of this type of payment. 
The Ministry have assured the Committee that a review of the 
procedure was in progress to see whether its continuance was in 
the interest of Government. The  Coinmittee would await the 
results of the review. 

Para 58 of the 14th Report-Excessive ~ a t e s  of daily wages of 
labour. 

77. In the Southern Command, the rates fixed for labour in a 
Military Engineering Division were far in excess of the rates paid by 
other Departments in the same sht ion.  The Committee had desired 

' to be apprised of the various facts leading to this excess payment. 
The Committee understand from a note (Appendix XVIII) submitted 
by the Ministry of Defence that difference between the daily wage 
rates paid to labour by the Defence authorities (Supply and Tmm- 
port and M.E.S.) and those paid by the local P.W.D. during May/ 

i June, 1955 was more than 25 per cent in some stations. It has been 

* 



stated that higher rates were paid by the Defence authorities due to? 
following reasons: - 

(i) Mazdoors employed by the S.&T. authorities are required 
to carry heavy weights and to stack bags u p t ~  certain 
heights which requires a higher standard of physical 
fitness. 

(ii) Mazdoors employed by the M.E.S. are required to work in 
vastly scattered areas which in some cases are situated 
in restricted areas where they are subjected to security 
measures like searching etc. This affects the recruit- 
ment of labour. 

T h e  Comn~l t tee  ale not tonvttrced thu! these remons ju~tif ied 
variation Detaier*n the rates of wage5 paid by the Defence authorities 
and the local P. Iti. I). etc. t o  the tune of 25%.  

T h e  Corntnrttce trust that with the issue of ittstructions b )  the  
Defence Ministry tn  December, 1956 there would not be such vari- 
ations in  future brtu~eert the rates of ulagus fluid by the  uariow De- 
f a c e  Authorities and the local P.W.D. rates at any place. They 
desire that sirnilat icvrerc.\ of ulages paid by the Defence authorities 
vis-a-vis rnte.5 fixed Dr tire local Goverlrment, Railways etc. should 
be carried out zn other Cotnmands also. 

Para 28 of the 19th Report-Infructuous expenditure involved 
i n  provision of reserve storage for mechanical transport fuel; 

78. In para 28 of their 19th Report, the last Committee corn- 
mented that even after so many years since the cessation of hostili- 
ties in 1945, the (surplus) welded tanks in the pocsession of the Army 
had not been salvaged and kept ready for use in emergency. In a 
note* the Ministry have explained that, in accordance with the 
decision taken in 1955, tanks on non-requisitioned land should be 
disposed of in situ and those on rquisitioned land should be exhumed 
and tested. Action was reported to be in progress. Out of 118 
tanks exhumed so far 78 have been found to be serviceable. Thb 
Committee feel, that, had a c t h  been taken earlie-r, the  number o f  
--- - -- -.- -" " ---- -.. - - -- - - - -- -------- - - 

'See Statement showing action taken or proposed to be taken on the 
Outrtanding recommendations-Appendix I of VoL XI. 



serviceable tanks would have bei.;~ more. They would like to have 
further information on the following points: - 

(a) Has the survey of the t a n k  located at all the airfieldo 
and stations been completed? If so, what was the 
total number of tanks available and number of those in 
serviceable condition? Figures in respect of dbove- 
ground and underground tanks to be given separately. 

(b) Whether all the surplus tanks on non-requisitioned land 
were unserviceable. If not, the reasons leading to the 
decision to dispose them of in situ. 

Paras 2 9 - 4 6  of the 19th Re~ort-Purchase of stores from the 
United Kingdom: 

79. In para 36 of their Nineteenth Report, the Committee had 
-desired to know the result of the investigation made in this case 
in which the Defence Ministry were saddled with obsolete stores 
of the value of Rs. 25.53 lakhs due to failure on the part of the 
Military adviser to the Indian High Commission in U.K. to com- 
municate to the War Office the precise specifications. From a note 
submitted by the Ministry of Defence (Appendix XIX) the com- 
mittee understand that Government have decided to convey their 
displeasure to the officers in the India High Commission, London, 
who were responsible for the lapses in this case. The Committee 
regret to observe that the punishment meted out to the oficers is 
inadequate and not commensurate with the gravity of the lapse 
involved. They would like to know whether a proper enquiry was 
held in the matter for fixing responsibility in this case. 

The Committee understand from Audit that, as a result of further 
correspondence and discussion between the Military Adviser and 
the supplier, a rebate of 220,643-10-0 was paid by the supplier to 
Government and the case closed. The Committee feel that this is 
a case where the question of refund of at least the amount repre- 
senting the cost of entire stock found unserviceable should be taken 
up with the supplier. 

Paras 37--44 of the 19th Report-Procurement of mechanical 
transport Vehicles : 

80. The Committee had expressed their dissatisfaction in the 
paras referred to above over the purchase of 4x2 vehicles from 2 



Indian firms to meet the deficiency in 4x4 vehicles. The Ministry 
of Defence have informed* that the purchase of 4x2 vehicles was 
primarily resorted to only as a temporary expedient to replace the 
war time fleet so long as the 4x4 type was not available, although 
the development of the indigenous industry was also borne in mind. 
T h e  Committee do not accept this explanation as, admittedly,  4x2 
vehicles could not take  the  place of 4 x 4  vehicles. T h e y  were  told 
in evidence that t h e  firm in question were  given these orders for 
4x2 vehicles to  enable t h e m  to  take u p  manufacture of 4x4 vehicles 
in due COILTSQ.  T h e  Committee would like t o  be informed whether  
the  munufacture of 4x4 vehicles has since been established b y  t h e  
t w o  firms. 

T h e  Committee also desire to  be informed how t h e  deficiency of 
8124 o f  4 ~3 type  in  1951-52 was reduced t o  3,071 in  1952-53 when  
no fresh purchases of the  4 x 4 were made. 

W i t h  regard to the  procedure for discard and condemnation of 
vel~ic les  for disposal. the  Committee would like t o  be informed 
whether any sys tem erczsts zn the  A r m y  for calculating the rate of 
depreciation o f  t h e  vehzc1t.s w t t h  a v iew to  fixing their book value 
at the  t ime  of disposal and also t h e  period after which  a vehicle 
is norrnallg declared for dtsposal. 

T h e  Comnrittee ~1,i.o desire to  know whether there are any i n s t m -  
tions as to  z ~ h i c h  particular parts are t o  be retrieved from diflerent 
types  of vehicles before their disposal, having regard to  their no t  
losing resale value and whether  proper account of t h e  retrieved parts 
is kept b y  the  appropriate authorities. 

Para 46 of the  19th Report-Non-utilisation of spares procured for 
mechanical transport vehicles: 

81. The Committee had desired to know the position of overhaul 
of the balance of 31,000 pre-1948 mechanical transport vehicles (all 
types) out of 39,000 originally put down on a three y e a  overhaul p m  
gramme beginning from 1st October, 1952, which programme had 
turned out to be conjectural. The Committee note* that according 
to the revised repair programme of 'B' vehicles 13,469 vehicles are 
scheduled to be overhauled during the 3 years 195857, 1957-58 and 
1958-59, the annual over-hauling capacity of the workshops being 
3,500 vehicles per year. T h e  Commit tee  would like to know the 
average number of vehicles that are required t o  be repaired per year, 
the period expected t o  be taken  to ovethcrul t h e  backlog of 31,000 

*See Statement showing action taken or proposed to be taken on the 
Outstanding recommendations-Appendix I of Vol. 11. 



velricles and those sentenced us repairable subsequently. They 
should also be informed of the improvement eflected in the over- 
hauling capacity of workshops and of other measures, if any, taken 
to step 21p progress of repairs of vehicles. 

Paras 47-53 o j the 19th Report-Infructuous expenditure due to 
cancellation of a demand 

82. The Committee of 1955-56 were informed that the deley in 
cancellation of the order placed on the D.G.O.F. for the manufacture 
of a certain store was due to the fact that the D.G.O.F. was expecting 
an order for 50,000 numbers from a foreign country. They are now 
given to understand* t h t  no firm order had been placed by the foreign 
Government for supply of 50,000 numbers, but only an 'enquiry' from 
them had been under consideration since February, 1953 and it was 
known in November, 1953 that the country was not interested in the 
stores. The Ministry of Defence did not, therefore, take up the 
question of compensation with that country. The Committee are 
surprised that the D.G.O.F. should have proceeded with the order cm 
the basis of a casua 'enquiryJ. 

83. As regards overprovisioning in this case, the Committee had 
expressed the view that the existing system of provision reviews 
called for a thorough and detailed investigation of the basis on which 
the provision reviews were made and the estimates of the require- 
ments were acted upon. The Ministry of Defence hold the view 
that the present system of provision reviews is generally comprehen- 
sive and is not in need of a wholesale revision. The Committee 
regret to observe that the large number of cases of defective ptovi-. 
sioning brought to light in successive years do not support the Min- 
istry's contention. The Committee v-nvld. therefore, reiterate that 
the matter requires a more detailed examination with a view to 
improving the method of provisioning. Over-provision leads to heavy 
accumuktion of stock for long periods afecting the operational efl- 
clency of stores and heavy expenditure on their care and maintenance. 
They would like to invite attention to para 15 of this Report also. 

Para 55 of the 19th Repmt-Acquisition unwanted stores 

84. In this case due to delay in cancellation of an order placed or. 
U.K. for certain ordnance stores which had been later superseded 
obsolete stures worth Rs. 36,000 had to be accepted. The Committee 
o'bsme t h d  the disciplinary action taken in this case has been 
wnfined to the lower s ta8  only. They feel thut the responsibilitg 
of highur omen should also be e e d .  
--- - 

.See Statement rhowing action taken or p r u  to be taken on the 
arrtrt.adfng rec-tion8--dix I of yol. IL 

6 ,  . 
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Paras 74-76 of the 19th Report- Ordnance Factories-Action taken 
on recommer~dations of tlte Ordnance Factories Reorganisation C m -  

mittee (Baldev Singh Committee) 

85. The Committee had recommended in para 36 of their Four- 
teenth Report the overhauling of the administration of the Ordnance 
Factories. They desired to be furnished with a statement showing 
the recommendations of the Ordnance Fnctories Reorganisation 
Committee set up on this behalf and action taken by Government 
thereon. The Committee note-that in pursuance of the recommen- 
dation of that  Reorganisation Committee to set up a Sales Organisa- 
tion to step up civil tmde work by the ordnance, it has been decided 
to appoint a sales expert. The Committee would like to suggest in 
this connection that the ordnance factories should also open show 
rooms in important cities in the country with a view to giving wider 
publicity to their civilian products. The Committee, are, however, 
of tlte opinion that the expenditure incurred on the Sales Organisa- 
tion should not be incommensurate with the sale proceeds from c i d  
trade. They would like to L ~ o w  the progress made in the appoint- 
ment of the sales earpert a n d  iricrease effected in securing orders from 
the civil trade. 

86. The Comnrzttee are of the oprnzon that ~ 7 t h  a view to utiltsing 
the tdle capaclty of the Ordntrnce factor-ies. a revlew of the requrre- 
ments of the private trade and Governrt~enr Departments for rtems of 
civd use slmuld be undertaken. The Cominlttce would like to know 
the steps taken to secure orders f rom prtvate trnde and Government 
Departments and the value oj  orders executed for the Government 
Depnrtmcnts and private trade for ctt.tl~an itcins durtng the last three 
years, year-wise. 

Paras 79-81 of the  19th Report -Arrears in linking of invoices with 
packing accounts 

87. The Committee had ernphnsised the importance of timely link- 
ing of invoices with packlng accounts relating to stores purchased in 
the U.K. to avoid losses due to shortages, pilferage or misappropria- 
tion. They note that the number of the outstandmg invoices to be 
linked with the packing accounts in respect of the stores purchased 
in the U.K. for the period 1948-49 to 1953-54 had come down to 695 
as on 28-2-1957 from 2680 as on 31-3-1955. On the other hand, accord- 
ing to Audit, the arrears for the period upto the end of the year 
1955-56 had gone up to 2,000. The overall progress is thus not satis- 
factory. In the Committee's opinion, the linking of invoices for the 
.current yeats should have bem done simultaneously. They fee1 that 
d e h y  in the completion of this work is fraught with dangers and, 



therefore, they would like to  be infomned of the procedure followed 
in linking of invoices in the case of stores purchased from other coun- 
tries and quantum of amears, if any. 

Paras 84-86 and 87-49 of the 19th Repo~ t -  (i) Disposal of Blankets 
and (ii) Delay in publication of payment issue rate 

88. The Committee understand that on the conclusion of an 
enquiry held in the matter of disposal of blankets (Appendix 
XX) and delay in publication of payment issue rate of cloth resul t  
ing in losses of Rs. 43,560 and Rs. 52,881 respectively to Government, 
the officers responsible in these two cases had been let off with a 
warning. In the opinion of the Committee, the punishment meted 
out was grossly inadequate. 

Paras 90-100 of the 19th Report Ex-gratia p a g m e n t  to a Private 
F i n n  

89. In this case, an ex-gl-atia payment of Rs. 10,51,084 was sanc- 
tioned by Government in May, 1950 towards the reimbursement of 
sales tax to a supplier on whom two orders had been placed in 1948 
for supply of jeeps at a firm price, although there was no stipulation 
in the contracts regarding payment of sales tax. 

Originally, the Sales tax c l~imed by the firm was disallowed from 
the bills. On receipt of letters of protest from the firm in March, 
1949, the Ministry sought the legal advice of the Government Solicitor 
who advised against payment of the sales tax, as in his opinion it was 
payable by the seller unless otherwise specified in the contract. The 
oase was re-opened by the office of the D.G.S.D. on verbal represen- 
tation from the representatives of the firm and a fresh legal opinion 
was obtained and the firm was paid the amount of sales tax. The 
Committee of 1955-56 felt that the re-opening of the case by the D.G. 
SAD. suo moto reflected on the bona fides of the officials concerned 
m d  a thorough enquiry (in the case) was, therefore, necessary. 

In a note submitted to the Committee, the Ministry of Works, 
Housing and Supply (Appendix XXI) have now stated as below in 
txtenua tion: - 

"Whilst it is true that the officers then in the department 
stated, that the representatives of the firm did press for 
further consideration of their claim, it is also clear from 
the detailed emmination of the case that the matter was 
not dropped by the Administrative Ministry and their 
accredited Finance as the legal opinion expressed seemed 
doubtful and they, therefore, remitted the case to the 



D.G. S.&D, for further examination and comments after 
receipt of the opinion recorded by the then h i s t a n t  
Director (Law) to the D.G. S.&D." 

The Committee regret that complete facts were not brought t o  the 
notice of the Committee of 1955-56. They  desire that in  future all 
relevant and complete facts should invariably be placed before t h e m  
either during the course of evidence or through notes/mernoran& 
submitted to  t hem su'bsequently. 

In the present case, the Committee are not still convinced that t h e  
payment of sales-tax was ligitimutely due to  the firm in respect of 
the first contract as there was no reference to sales-tax in the f i rm's  
o fe r .  They are also not sure whether there was any case jw pag- 
ment on grounds of equity as payment on grounds of equity will arise 
only i n  the case of proved loss t o  the firm in the deal. 

The Committee learn that the majority of the jeeps purchased 
were moved out of Bombay within 3 months of their purchese for  
which refund of sales-tax is being claimed. As a result of examina- 
tion of the departmental witnesses, the Committee had calltd for 
further information on the following points: - 

(i) How many jeeps were moved out of Bombay State within 
3 months o f  their purchase and how m y  were removed 
within six months? 

(ii) What is the position regarding claim of refund o f  sales tax  
for the quantity? 

The3 regret that althotigh a period of 6 months has elapsed, the 
Ministry have not furnished the relevant information. The  Com- 
mittee are, therefore, obliged to  defer their further comments on 
the merits of the case. 

Para 104 of the 19th Report-Provision of covered accommodation 
90. The  Committee had expressed a desire that due priorit!/ s h o ~ ! d  

be gtven to  provide accommodation for stores which were lying in 
the open for many years. They  zvmld like to know the progrew 
mode in the matter. 

NEW DmiI; 
The 18th April, 1958. 

T. N .  SIISGH, 
C h i m a n ,  

Public Accounts Committee, 



PART I1 

Proceedings of the sittings of the Public Accounts Committee 
held on the 8th, 21st and 22nd August and 2nd and 

3rd September, 1957 and 18th April, 1958. 



PROCEEDINGS OF THE SEVENTH SITTING OF THE PUBLTC 
ACCOUNTS .COMMITTEE HELD ON THURSDAY, THE 8TH 

AUGUST, 1957 

91. The Committee sat from 15.00 hours to 17-15 hours. 

Shri T. N. Singh-Chitman. 

Shri Ram Subhag Singh 
Shri N. G. Ranga 
Shri Radhelal Vyas 
Shri A. C. Guha 
Shri N. R. M. Swamy 
Shri Upendranath Barman 
Shri 3. M. Mohamed Imam 
Shri H. C. Dasappa 
Shrimati Tarkeshwari Sinha 
Shri Jaipal Singh 
Shri N. Siva Raj 
Shri P. T. Leuva 
Shri M. Govinda Reddy 
Shri Jaswant Singh 
Shri J. V. K. Vallebharao 
Shri A. K. Chanda--Cmptroller and Auditor Central of 

India. 
Shri P. C. Padhi-Addithaul Deputy CompttoUer and Auditor 

G m a l  of India. 
Shri S. Natsrajan-Director of Audit, Defence Semims. 

Shri V. Subramanian-Deputy Secretary. 

Ministry of Defence 
Shri 0. Pulla Reddi--Secretary. 
Shri C. S. Ramachandran-Joint Secretq. 
S M  P. N. Verma-Joint Seweta*. 
Shri K. K, Framjee-Director G e n d  of Otrhmce F o c b r i e r  
Maj. Gen. R. E. Aserappa-Enginem--, A m y  H 6  



Maj. Gen. R. N. Nehra-Director of Ordnance Services, M.G.O.. 
Branch, Army Headquarters. 

Mej. Gen. Harkimt Singh-Acting Master General of Ordn- 
ance. I 

Maj. Gen. P. S. Chowdhuri-Director of Supply and Transport, 
Q MG'S Branch, A m y  Headquarters. 

Ministry of Finance (Defence) 
Shri S. D. Nargolwala-Additional Financial Adviser 

(Defence) I .  
Shri M. K. Hariharan-Additional Financial Adviser- 

(Defence) I I .  
Shri Batuk Sing--Controller General of Defence Accounts. 

The Committee took up consideration of the Audit Report 
(Defence Services) , 1956. 

AUDIT REPORT (DEFENCE SERVICES), 1956 
Para &-Loss of revenue due to defective planning of works. 

92. Explaining the reasons for the considerable time-lag, that had 
occurred in the 3 works referred to in this para, between the com- 
pletion of the buildings and of the external and internal services, the 
Defence Secretary observed that in the first work, the delay was 
mainly due to certain changes in the drainage and external sewage 
work which necessitated the installation of an ejector pump to lift 
the sewage. The original estimates were defective and they had 
to be revised; there was delay in obtaining the administrative 
approval for the revised estimates. 

The Engineer-in-Chief stated that at first they thought that the 
original estimate of Rs. 4.6 lakhs for the whole project would 
d c e .  But at  the last stage, before the sanitation work wtra 
completed, they found they were running short to the tune of half 
a lakh of rupees and it took 15 months to obtain the administrative 
approval which was received in May, 1954. He admitted that their 
reaction to the situation was slow; they should have foreseen the 
contingency of an ejector pump before undertaking the work 

The Engineer-in-Chief further stated that the delay was also 
partly due to the non-availability of certain items of sanitary fit- 
in the local market which had to be imported. Further they had 
to get sullage pumps from the D.G.O.F. 

93. In the case of the second work, he added that the delay was- 
in the completion of internal sanitation and water supply which 
wu occasimed by the non-availability of the requisite sanitary 
fittings and it took time to decide on the nature of the substitute- 
m imported one or of an indigeaoua make. 



When asked to explain the circumstances which led to the long 
time (25 months) taken for completion of the building work in 
respect of the first work, the Engineer-in-Chief stated that the work 
was partially held up due to lack of cement. Out of the total 
requirement of 7174 tons of cement, order for which was placed in 
August, 1952, only 760 tons was received by March, 1953. Interven- 
ling, the Defence Secretary stated that due to lack of co-ordination 
between the authorities concerned, the MES could not supply 
*cement in time. There was, however, much more effective coordi- 
nation now. In reply to a question how the short supply of 
cement did not affect the progress of the third work which was also 
in progress then, the Defence Secretary explained that the third 
work was started 10 months earlier than the first and the limited 
quantity of cement available was used on that work 

94. The Chairman drew the attention of the representative of the 
Defence Ministry to the fact that in the past also the Committee had 
expressed concern over cases where the estimates had been revised 
after completion of the work. This meant bad planning and failure 
to anticipate even ordinary things. He desired to know the action 
taken by the Ministry in this regard. The Defence Secretary 
.observed that disciplinary action had been M e n  in the present case 
against the Assistant Engineer and Superintendent concerned. 
Measures to ensure proper planning in advance of the administrative 
approval have now been devised. Instructions were issued in 
August, 1955 tlmt the projects should be planned and contracts given 
with due regard to practicability of each phase and all concerned 
services should be completed in time either before or immediately 
after the completion of the buildings. The Chairman enquired 
whether there existed any check to see whether these instructions 
were being followed. The Defence Secretary stated that a Review 
Committee was eppointed in 1956 to look into such matters. Once 
a year they reviewed the instructions given and the implementation 
thereof. In reply to a question whether any case of failure to carry 
out instructions had been detected during the last 2 years, the 
Engineer-in-Chief replied that there were cases where the 'Usability' 
of the project was not given sufficient weightsge in planning the 
project. 

95. The Comptroller and Auditor General drew attention to the 
observations of the Chief Technical Examiner in his report for the 
period 1st July to 31st December, 1954, submitted in March, 1955, 
that the work relating to the external services was taken up in athe 
Present case 3 years after the building had been completed and it 
would have been proper to take up the work s i rnuhmeody with 
the building construction and it should have been included in the 

contract. He enquired whether the observations of the C3"X' 



were incorporated in the instructions issued in August, 1955. Ths 
Defence Secretary stated that the Quarter Master General who was 
controlling the Organisation of the CTE issued detailed instructions 
on 15th March, 1956 as to how work of this kind should be processed 
so that there was no lack of coordination. The C. & A.G. observed 
that there was still scope for improvement. He cited a recent case 
relating to some work at  Yerrwada where similar delay occurred in 
completion of the external services after the building was completed. 
He urged the need for proper planning in view of the present 
difEcult economic situation in the country. The Defence Secretary 
stated that some lapses were inevitable even in the best of planning. 
The Committee desired that the Defence Ministry should not be 
complacent in this matter. 

96. The Defence Secretary undertook to submit a detailed note to 
the Committee on the points arising from this case. 

Para %Acquisition of unwanted stores. 
97. This para dealt with a case where orders for the manufacture 

of a large number of a store item were placed both on the U.K. and 
the Director General Ordnance Factories in India when 
the annual requirement of the store was only 45 in 
number. The Committee's attention was drawn to the 
delay in cancellation/reduction of the orders placed on the U.K. 
and the Director General of Ordnance Factories in India when the 
provision reviews as on 1st April, 1951 and 1st April, 1952 after taking 
into account the stock of an alternative type of store had disclosed 
surpluses to the tune of 863 and 1027 numbers respectively. The 
Committee desired to know why orders for large quantities were 
placed on the U.K. and D.G.O.F. in India when the annual require- 
ment was only 45 numbers and also the reasons for not cancelling 
the orders, when the surpluses were brought to notice. The repre- 
sentative of the Ministry of Defence stated that the decision to place 
orders on the U.K. as well as D.G.O.F. was taken with a view to 
replacing the old type in use which was getting obsolescent by a more 
modern and uptodate type. The Government had expected to com- 
plete the replacement of the obsolescent type in 1951. Later, due to 
emergency conditions prevailing in 1951 and in 1952 they decided to 
keep both the old and the new type in use in order to conseme 
stocks. They also decided to postpone the replacement of the obso- 
lescent type until the emergency was over. In the circumstances 
they did not think of cancelling the orders placed on U.K. and 
D.G.O.F. although the provision reviews disclosed surpluses. He 
further stated that according to the latest provision review conducted 
nine months back, the surplus was only 35 in number. 

In reply to a question as to how the surplus of 43 disclosed fn 
the review on 1st Octobu, 1954 and 169 on 31st March, 1956 had 



been set off against the annual requirement of 45, the representatives 
of the Defence Ministry stated that due to reorganisation in the 
Army, the annual requirement of the store had now gone up. 

The representative of the Defence Ministry further stated that 
it was in 1947 that they decided the policy of replacement of the 
obsolescent type of equipment. In 1949 they placed orders on the 
U.K. and subsequently they placed maintenance order for 360 numbers 
on the D.G.O.F. in view of the special emphasis on indigenous pro- 
duction. The quantity was calculated on the basis of the require- 
ment. 

98. In reply to a question, the Master General of Ordnance stated 
thet according to the provision review the total requirement of the 
new type required for replacement of the obsolescent store worked 
out to be 240, for which they placed order on the D.G.O.F. in 1951 
to encourage indigenous production. He added that constant 
changes in the Army effected the results of the provision reviews. 

Explaining the procedure in respect of declaring stores as obsole- 
scent the Master General of Ordnance stated that decision to declare a 
particular item as obsolescent was made by the Geneml Staff Equip 
ment Policy Committee which was presided over by the Chief of 
the General Staff. Generally the Defence Ministry did not question 
the technical judgement of .the General S W .  The representative 
of the Finance Ministry stated that Finance checked the require- 
ments of stores with reference to the number of units entitled to 
it and did not question the necessity for a new store. In the present 
case he stated, they were guided by the decision of the General 
Staff to replace the entire holdings of the old type with units 
by the new type. 

In reply to a question why towards the end of 1950 it was decided 
to use the old type, the M.G.O. stated that this was done bearuse 
sufacient supplies of the new type had not materialised. The C.M.G. 
pointed out that he found from the records that at a later stage the 
Defence authorities came to the conclusion that the old type could be 
used with the same effect and for the same purpose as the new type. 

99. Turning to the D.G.O.F., the Committee enquired whether he 
had established production of this item in the country and made any 
supplies in respect of these orders placed on him as far back as 
September, 1950 and May, 1951. In his evidence the D.G.O.F. s t a t 4  
that no s u p p l h  had been made to-date, as the store was of a campll- 
cated nature, containing 253 components of which some were 
extremely predse. The factories h d  pmduced 85% of the c a m p  
n-ts and they expected to establish production by the ad oS tb. 



year. Intervening the Chairman pointed out from a list of outstand- 
ing orders placed on the Ordnance Factories, supplied by the Defence 
Ministry that a number of orders were still lying unexecuted. He 
enquired of the D.G.O.F. why he undertook orders for complicated 
or highly technical stores for which he might not have the requisite 
machinery and know-how. The D.G.O.F. stated that prior to Inde- 
pendence, they were only making 'bread and butter' items and it 
was only after Independence that they had established a large num- 
ber of items like Gun carriages, Guns etc. In the Western countries 
also, he stated, it took them 7 years to establish such items and they 
also produced in batches and not in bulk quantity. After Independ- 
ence, they had also the difficulty in getting the technical staff as the 
European stafE had left. The Chairman stated that while he did 
not want to rninimise the achievements of the D.G.O.F., the Commit- 
tee's concern was that there were many orders which had not been 
fulfilled even after seven years. Intervening, the Defence Secretary 
stated that the procedure had now changed; only educational orders 
are placed first; when manufacture is established, bulk orders 
are placed. The Chairman pointed out that this was a very elemen- 
tary principle of rmufacture, which should have been realised much 
earlier. 

100. In reply to a question as to what check was exercised by the 
Defence Ministry on progressing of production programme in the 
Ordnance Factories, the Committee were informed that the D.G.O.F. 
submitted monthly, half-yearly and annual reports to the Defence 
Ministry, covering W o u s  categories of items. Then there were also 
regular meetings of the Defence Production Board Sub-Committee 
in which the members from Production side, members of the Direc- 
torate of Weapons, and Directorate of Technical Development parti- 
cipated; and considered the priorities of all important items and 
recommended suspension !cancellation of items not required, having 
regard to the financial implications vis-a-vis 'stocks and dues' 
position. 

In the present case the order had now been reduced to 40 num- 
bers. This reduction, the D.G.O.F. stated, had kept him with surplue 
components of the value of Rs. 1,68,000 and these had been edjusted 
against the maintenance stock. The Chairman enquired whether 
the components manufactured by the D.G.O.F. had been put to test 
with a view to checking their suitability. The D.G.O.F. replied that 
these components could be assembled and tested only when all Oho 
remaining 15 components were manufactured. All the componentr 
manufactured so far had been inspected by an independent body to 
see that each component part was aceording to the drawings and 
Spcitlaetioak 



101. The C.&A.G. enquired whether the components supplied by 
the  D.G.O.F. to the D.O.S. for maintenance of the imported equip- 
ment~, had been tried for replacement purposes. The D.0 .S  stated 
that the components received from D.G.O.F. and U.K. were not kept 
separately and as there was no marking on them to indicate the 
country of origin, it would be difficult to give an answer. 

102. The Chairman enquired whether there were any cases 
where the D.G.O.F. had to abandon manufacture of stores because 
of the inability of the factories to establish manufacture. The 
D.G.O.F. could not cite any such case. The Chairman, thereupon 
.drew his attention to certain cases commented upon in the previous 
reports of the P.A.C. 

103. Before the Committee adjourned, they decided to postpone 
further consideration of the Defence Services Accounts to the 21st 
and 22nd August, 1957. 
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105. At the outset the Chairman stated that he had acceded to a 
request of the Defence Secretary expressing his inability to attend 
that day's sitting of the Committee on account of an urgent engage-. 
men t. 

106. He then urged that witnesses should not make drastic and 
material additoins and alterations in the reporters' record of the- 
evidence tendered by them before the Committee which was circu- 
lated to them for correction. Under the Parliamentary practice, he 
pointed out, they could only make corrections relating to grammatical 
mistakes and errors in figures; in case they wanted to supplement 
their evidence, they might give any additional information they had. 
when they appeared before the Committee next time. 

107. The Committee then resumed further consideration of the 
Audit Report (Defence Services), 1956. 

Para 10-Accumulation of surplus .materials in a factoty 
due to delay in reduction of a demand. 

108. Sub para (a) .-This para disclosed that delay in reduction of 
an order placed on the D.G.O.F. in April, 1951 for supply of a store 
resulted in accumulation of surplus materials and components 
valued a t  Rs. 6,49,756. The D.G.O.F. had placed orders for the 
raw materials required for the manufacture of the entire quantity 
of demand i.e., 1,45,000 numbers, even though the manufacture 
of the s4ore had yet to be established. In extenuation, the repre- 
sentative of the Defence Ministry stated that the D.G.O.F. was 
confident of executing the entire order, but, judging from his past 
experience he was expetting delay in procurement of the raw 
materiala from abroad; he, therefore, ordered for the entire 
quantity of raw materials in September 1951 which were received 
m 9-10 dif?erent shipments by July, 1954. 



Explaining the reasons for non-reduction of the demand   laced 
an the D.G.O.F. till May, 1954, inspite of surplus disclosed in April, 
1951 and subsequent provision reviews, he stated that although 
their  operational requirement which stood at  2,44,800 numbers 
on 242-1951 had dropped to 1,41,000 numbers on 1-4-1951, i t  
remained stationary in the subsequent reviews. When the review 
+on 1st January, 1954 disclosed a further down-ward trend in the 
operational requirement, they reduced the order. The Comptroller 
.and Audlror General pointed out that, when the order was reduced 
in 1954, the review had disclosed a surplus of 23,973 numbers. 
Although there was a surplus of 24,571 numbers as on 1st April, 
1951, no action was then taken to reduce the demand. In extenua- 
tion the representative of the Defence Ministry stated that although 
the operational requirement had been stationary during 1951 and 
1954 the training requirement was progressively going up; it 
increased from 2980 on 24-2-1951 to 10,150 on 1-1-1954. Another 
reason which weighed with them was that in 1951 and 1952 their 
stock of this store included repairable quantities to the extent 
of 58,000 and 33,000 respectively; they wanted to use the fresh 
app l i e s  for meeting their operation requirement. 

109. The Committee were not convinced of the reasons advanced 
by the representative of the Ministry of Defence for deferring the 
reduction of the order for 3 years. They drew attention to the 
disturbing feature of delayed action in reduction /cancellation of 
demands, which in the case of stores ordered from foreign countries 
involved payment of compensation and in the case of orders placed 
on the D.G.O.F. resulted in accumulation of surplus raw 
materials of considerable value. The representative of the Finance 
Ministry agreed with the Committee that when surpluses were 
disclosed the administrative Ministry should consider cancellation 
or reduction of demands. Explaining the control exercised by 
Finance in the matter, he stated that before the year 1954, only 
in cases where a demand was to be placed because of deficiency 
in the stock, Finance were approached for concurrence, but the 
position had changed since 1954; surplus in stock was also reported 
to them when they pressed for a corresponding reduction of the 
demand in such cases. 

110. In his evidence the Director of Ordnance Services informed 
the Committee that the fall of about one lakh numbers in the 
operational requirement in the review on 1st April, 1951 was due 
to the fact that under a direction of the General Staflt they reduced 
their requirement from 9 to 6 months. 



111. The Master General of Ordnance stated that the surplus of 
24,000 disclosed in April, 1951 review, was only a paper  
surplus as in calculating their assets they had taken into account 
1,45,000 ordered from the D.G.O.F. They did not reduce- 
the order in September, 1951 for the reason that this small surplus 
was likely to be used up by the time the order matured. This - 
expectation, he said, was borne out by the actual reduction of' 
surplus to 8,699 in 1953. He continued that at that rate,. 
the surplus would have been negligible in the January, 1954 
review, had the operational requirement not then dropped further 
by about 20,000. 

When asked whether in view of the experience gained by them 
with regard to the time taken to get supplies from the D.G.O.F., 
they considered it prudent to treat the 'dues-in' against outstand- 
ing orders as assets, the D.O.S. informed the Committee that i t  
was not then expected that the deliveries would take such a long t i m e  
Now, before placing orders on the D.G.O.F. they ascertained the. 
delivery period from him and if he was not in a position to supply 
the stores within the required period, they sought supplies from. 
other sources. Intervening, the representative of the Defence 
Ministry stated that in case of only operational demands, if it was 
not possible for the D.G.O.F. to make deliveries in time, they tried' 
other sources. But in cases when they could take the risk of 
waiting for a couple of years, they placed orders on the D.G.O.F. 
with a view to utilising the indigenous capacity to the maximum. 
extent. 

112. In reply to a question, the D.G.O.F. informed the Committee 
that the production of this store was established in September, 1954, 
three months after the receipt of the raw materials and upto 1-84? 
they had manufactured 90,000 numbers. He further stated that 
no date for the supply of the raw materials had been indicated' 
to the suppliers. The D.O.S. was not in a position to say whether 
in this case any date for supply of the stores by the D.G.O.F. had 
been indicated to the latter. The Committee were informed that 
the order had since been further reduced by 32,000 numbers and 
surplus raw materials left over were of the order of Rs. 18 lakhs, 
which the D.G.O.F. expected ta use in the manufacture of another 
store. 

113. Su%-para ( b )  of para 10.-In September, 1949 an inter-factory 
demand had been placed on an Ordnance Factory for the manufac- 
ture of 64,000 numbers of a particular type of store. Subsequently- 
97,900 numbers of an unmodiAed type which could be used in lieu, 
after modifications, were accepted by the D.G.O.F. for TlDOdfacatia~r 



But  the demand already placed for 64,000 numbers was not 
ancelled in spite of the feeder factory's suggestions to this effect 
in June, 1950 and again in July, 1951. In November, 1953 the D.G.O.F. 
decided to curtail the manufacture to a minimum educational 
.order for the purpose of establishing indigenous manufacture, by 
which time the bulk of materials and components required for the 
manufacture of the entire quantity had been collected. In Decem- 
ber, 1953, the D.G.O.F. finally decided to drop the indigenous 
manufacture altogether. 

114. Explaining the reasons for proceeding with the order for 
166000, the D.G.O.F. stated that, firstly, he wanted to establish the 
indigenous manufacture of the new type of store and secondly 
#ere was an acute shortage of the complete store of which this 
item formed an integral part. The Committee felt that before corn- 
ing to a decision, the D.G.O.F. should have consulted the Ministry 
of Defence and the Master General of Ordance. When asked why 
h e  ordered raw materials for the manufacture of entire quantity 
.of 64,000 when the purpose was only to establish manufacture, the 
D.G.O.F. stated that in the case of this item that size of the order 
(64000 numbers) constituted the minimum economic unit for 
procurement of sufficient raw materials. A batch of 1000, in this 
case, would have involved purchase of raw materials at a higher 
cost and would also have resulted in delay in bulk production 
because of the time lag in procuring of raw materials. 

Explaining the reasons for curtailing the order to the minimum 
ducational order in November, 1953 and finally dropping the 
manufacture in December, 1953, the D.G.O.F. stated that by 
'November, 1953 it 'was known that there were no prospects of an 
arder for the complete store of which this item formed a compo- 
nent which he was expecting earlier. By about the same time, 
i t  was known that the Technical Development Establishment had 
.an entirely M e r e n t  type of this component under development. 

As regards the infructuous expenditure incurred on raw 
materials, he stated that the. N l  value of these materials could 
;be retrieved from the components as their value lay in their metal 
-content, the price of which was not unfavourable in the market; 
the cost of the toel making was only Rs. 228 and that of melting 
fie components would be insignificant. 

115. As regards the scope of an educational o rde~ ,  the representative 
of the Defence Ministry stated that the quantity suitable for minimum 
&onomic production was determined by the D.G.O.F., but in the 



case of urgent demands where delay in the procurement of the 
raw materials was likely, the latter took reasonable risk of placing 
the bulk order along with the trial order. Explaining the position 
of the Defence Ministry in this matter, he informed the Committee 
that the quantum of order was approved by the Defence Ministry 
before placing it on the D.G.O.F.; it was then for the D.G.O.F. to 
decide in consultation with his Financial Adviser, within the powers 
delegated to him, the various stages of its implementation and the 
Ministry did not come into the picture. When asked whether the 
D.G.O.F. was competent to proceed with the order in the present case 
as an educational order, the representative of the Defence Ministry 
stated that according to the instructions issued on 15-2-1956, the 
D.G.O.F. was not justified in treating such a large quantity as an 
educational order. He, however, wanted to check up whether the 
D.G.O.F. had a t  that time the authority to take this decision. He 
agreed with the Committee that the D.G.O.F. should not ignore 
the user's preference for a particular type of store. 

116. In reply to a question, the D.G.O.F. stated that he did not get 
any instruction in this case from the D.O.S. who was the indentor, 
to cancel the original order for 64,000 numbers. The D.O.S. stated 
that they had ordered for the complete store of which this item 
formed a part. Within 3 months of placing the order, they offered 
to the D.G.O.F. an unmodified type which according to the 
Technical Development Establishment could be used after suitable 
modification; they did not, therefore, specifically ask for the sus- 
pension of the production of the part. 

117. Reverting to the procedure for execution of orders by the 
D.G.O.F., the Committee drew attention to a note* submitted by 
the Defence Ministry stating they agreed with the Committee's 
previous recommendation that trial orders for purpose of develop 
ing the technique of manufacture should be for a small quantity, 
provided it formed an economic unit of production, and bulk 
orders should be undertaken only after establishing the technique 
of production. But from the evidence of the D.G.O.F., the 
Committee felt that the definition of an economic unit of produc- 
tion was rather confusing, as in some cases a bulk order was 
treated as an educational order. The Committee's view point was 
that before undertaking a bulk order the technique should be 
established by producing a prototype. The Committee then 
referred to a list supplied by Audit containing a number ot cases 
wherein orders for bulk quantities of stores had been accepted 
by the D.G.O.F., the manufacture of which could not be established 

- - - - -  ------ 
*See Statanent showing action taken on the outrt.ndfng r c ~ ~ m m d c ~ & -  
of the PAC.-Appendix I Q! Vol. 11. 



later, thus resulting in accumulation of surplus materials valued 
at about Rs. 68 lakhs. The Committee, were, therefore perturbed 
to note that funds were being locked up unnecessarily in this 
manner. The representative of the Defence Ministry assured the 
Committee that their recommendation regarding educational orders 
had been recently implemented and any further direction of t he  
Committee would be considered by them. 

When asked whether any action was proposed to be taken in 
the present case for deliberately not cancelling the order, the. 
representative of Defence Ministry informed that remedial 
measures were taken to prevent recurrence of such cases. 

118. The Comptroller and Auditor General pointed out that the  
direction of the Defence Ministry on educational and bulk orders 
did not clarify as to what constituted an economic unit of produc- 
tion and enquired whether this quantity was to be decided by the 
D.G.O.F. or the M.G.O. or the Defence Ministry. The representa- 
tive of the Defence Ministry replied that he would welcome a 
suggestion from the Committee in this regard. 

119. The Committee were also informed that the Reorganisation 
Committee had gone into the affairs of the Ordnance Factories and 
submitted a detailed report. A number of the recommendations 
of this Committee had been implemented by Government. On the  
completion of the reorganisation in factories, matters were expected 
to improve. Further, the staff in the D.G.0.F.k headquarters was 
being auginented in order to strengthen the planning side; and' 
certain progress reports had also been introduced. 

Para 11--Over provisioning of stores 
120. In a forecast demand the requirements of a store for 

the years 1951-52 and 1952-53 had been erroneously c m -  
municated by the Engineer-in-Chief's Branch to the M.G.O. 
Branch as 1415 cwts. for each year instead of 1415 lbs. of 
Even when the Engineer-in-Chief's Branch were asked by the 
M.G.O. Branch in April, 1951 to review the requirement of this 
store in view of the high prices, the Engineer-in-Chief's Branch 
did not detect the mistake; they indicated their minimum require- 
ment for 1951-52 as 1061 Ibs. and requested the balance quantity 
to be deferred till 1952-53, without realising that the quantity 
shown in the earlier order was in cwts. and the balance would 
be 1415 cwts. mins 1061 lbs. In July, 1952, the Engineer-in-Chi&& 
Branch requested the cancellation of the deferred demand for 
1951-52 by which time 1,16171 lbs. (1037) cwts.) had already 
arsived and the balance tendered for inspection by the suppliem; 
the indent could not be cancelled at  that #tags. 



The representative of the Defence Ministry stated that t he  
two officers responsible for the original mistake had left service in 
March, 1951 and December, 1953, respectively, and the mistake 
came to notice only in December, 1955. Adequate departmental 
action had been taken against the officer responsible for the subse- 
quent omission of not detecting the original mistake when the 
requirement was revised. 

121. When asked how the mistake escaped the notice of Finance, 
the representatives o f  the Ministry of Finance (Defence) stated that 
in this case instead of following the normal procedure of forward- 
ing a fair copy of the forecast which was overdue, the Engineer- 
in-Chief's Branch made available tn the Deputy Financial Adviser 
attached to the E-in-C's Branch the working copy of the forecast 
which had been prcpared on a spare copy of the previous forecast 
after delcting the items not required currently. The Deputy 
Financial Adviser whose duty i t  was to make a quantitative check of 
the rcquiremcnts with reference to  thc previous figures, did not 
detect that the accountinq unit of this item (which should be 
in Ibs.) had not hcen inciicatcd correctly. Later. the evaluation 
of the requirements was prclpnrvd by an Ordnance Depot for 
placing an indent on the I3 G.S & D The Deputy Assistant 
Financial Adviser attached to the Depot did take a note of this 
abnormal demand valued at about Rs. 25 lakhs and forwarded the 
demand to the Deputy Financial Ad\%er. Ordnance. in the Ministry 
of Finance (Dcfencc) for final scrutiny. The case was dealt with 
in the Finance Ministry at an Under Secretary's level ~ h o  did 
not apply his mind to the remarks of the D.A.F.A. So, there was 
failure to scrutinise the demand a t  two places. The Committee 
were informed that the disciplinary aspect of the case was under 
examination in the Finance Ministry also. 

122. The Committee then adjourned. 



PROCEEDINGS OF THE TENTH SITTING OF THE PUBLIC 
ACCOUNTS COMMITTEE HELD ON THURSDAY, THE 22ND 

AUGUST, 1957. 

123. The Committee sat from 15.00 hours to 18. I0 hours. 
PRESENT 

Shri T. N. Singh-Chairman. 

2. Shri Ram Subhag Singh 
3. Shri N. C. Laskar 
4. Shri N. G. Ranga 
5. Shri Radhelal Vyas 
6. Shri A. C. Guha 
7. Shri N. R. M. Swamy 
8. Shri Upendranath Barman 
9. Shri J. M. Mohamed Imam 

10. Shri H. C. Dasappa 
11. Shri Prabhat Kar 
12. Shri Jaipal Singh 
13. Shri N. Siva Raj 
14. Shrimati Pushpalata Das 
15. Shri P. T. Leuva 
16. Shri M. Govinda Reddy 
17. Shri J .  V. K. Vallabharao. 

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

Shri P. C. Padhi-Additional Deputy Comptroller and 
Auditor General of India. 

Shri S. Natarajan-Director of Audit, Defence Services. 

Shri V. Subramanian-Deputy Secretary. 

Ministry of Defence 

Shri 0. Pulla Reddy-Secretar~. 
Shri C. S. Ramchandran-Joint Secretarg. 
Shri B. G. Rau-Joint Secretary. 



Shri L. M, Nadkarni--Joint Secretary. 
Shri B. N. Verma-Joint Secretary. 
Maj Gen. Harkirat Singh-Acting M.G.O. 
Maj. Gen. R. E. Aserappa-Engineering-in-Chief. 
Maj. Gen. P. S. Chowdhury-Acting Quartermaster General. 
Maj. Gen. R. N. Nehra-Director of Ordnance Services. 
Commodore D. Shankar-Chief of Material, Naval Head- 

quartws. 
Commodore A. Chakravarti-Deputy Chief of Naval stafl. 
Capt. Balwant Singh-Director of Stores, Naval Headquartem. 
Air Commodore S. N. Goyal-A.O.T. & E.S., Air Headquarters. 
Group Captain G. B. Singh-D.O.E., Air Headquarters. 
Shri K. K. Framji-Director General of Ordnance Factories. 

Ministry of Works, Housing and Supply 

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

Ministry of Finance (Defence) 

Shri S. D. Nargolwala-Additional Financial Adviser I. 
Shri H. K. Hariharan-Additional Financial Adviser 11. 
Shri Batuk Singh-Controller General, Defence Accounts. 

Para 14: Planning and progressing of orders placed on Ordnance 
Factories 

124. According to para 20 of the Audit Report Defence Services 
1955, on the 31st March, 1954 as many as 5239 orders placed upto 31st 
March, 1952 were outstanding in the Ordnance Factories. This para 
disclosed that on the 30th June, 1956, 3021 orders out of these were 
still outstanding. In addition, 7458 orders placed during the period 
1952 to 1956 were also outstanding. 

The Qefence Secretary mentioned that the figures also included 
trial orders, a number of which had since been completed or can- 
celled. On the 1st July, 1957 only 1626 orders out of those placed 
upto 31st March, 1952 were outstanding. As regards the position 
regarding outstanding orders relating to the period 1952-56, the 
balance was stat& to be 4617 on that date. The D.G.O.F. stated 
that reduction in the  figures due to cancellation of orders was 



approxin~ately 10%. Explaining the reasons for delay in the exe- 
cution uf orders relating to the past years it was stated by the 
representative of the Ministry that it was partly due to the time- 
lag between date of placing of the indents on the D.G.O.F. and sup- 
ply of complete particulars regarding specificntions, drawings etc. 
which varied from 2 months to two years. 

To remedy this defect, the Ministry of Defence had issued ins- 
tructions early in 1957 to the effect that if drawings were not sup- 
plied within two months of the placing of the orders, the D.G.0 F. 
should treat such orders as cancelled. The second reason was that 
a nun;ber of orders were being kept with indentors themselves 
because of the uncertainty of the use of the equipment or because 

,of proposed modifications with the rcsult that orders \vcXre kept sus- 
pended for certain periods. In order to remedy this defect the 
Ministry decided that any order that was kcpt suspended for more 
than six months should be treated as cancelled by the D.G 0 F. The 
third ?eason for the delay uras stated to be the inadequacy of staff 
both at  the Headquarters of thc D G 0.F and i n  the factory for doing 
the pre-production planning. particularly in drawing office design, 
rate-fixinq and estimating. To w w t  this si tun tion the Ministry had 
recently sanctioned some additinnal t cchnical staff such as Works 
Managers. Foremen etc. and started certain train in^ courses. In 
replv to a question, the representative of Defcnct Ministrv stated 
that the desiqns were generally supp l i4  by thc Technical Develop- 
ment Establishment except in a few cases where the D G O.F. was 
to prepare the drawings at  his end. 

125. With regard to an earlier recommendation of the Estimates 
Committee that as far as possible the D G.O.F. should be spared the 
responsibility for the production of stores relating to petty orders, the 
representative of the Miniqtry stated that in order to avoid delay, 
the Ministry had decided that the EME Establishment a t  Bangalore 
might investigate the possibility of undertaking such orders, as m 
one from the trade was prepared to unclm-t:&o such orders, spccial- 
Iy as the stores were complic?tc?d. When asked why such stores 
as autnmohilc spsres and teleprinter spares could not bc imported, 
the Committee were i n f o r m d  by the D.G 0 F. that as  these spare 
parts related to the old type of equipments, these were not avail- 
able from abroad. When further questioned as  to how in that case 
the teleprinters in use in the Posts and Telegraphs Department and 
Press Agencies were being run, the representative of the Ministry 
af Works, Housing and Supply categorically stated that except per 
haps in a very few cases, there was no case in which they had been 
unable to supply the stores asked for either locally or by import. 



The Committee felt that these spares could be obtained from 
other Government establishments producing similar stores, and de- 
tailed planning and designing in Ordnance Factories for these 
small scale orders was not necessary. 

126. The Committee then drew attention to the unsatisfactory 
manner in which the orders were being executed. In spite of the re- 
commendation of the Committee that where manufacture had yet 
to be established, a prototype should first be produced and an  edu- 
cational order placed. there were cases where this procedure was 
not bcing followed strictly. Bulk orders were being treated a s  
educational orders. raw materials were being purchased for the  
entire quantity ordered on the plea that sizeable quantities of raw 
materials would facilitate economic purchase but in the end pro- 
duction could not be established. According LO a statement pre- 
pared by Audit the amount of infructuous t s p e n d ~ t u r e  in such cases 
was of the order of Rs. 68 lakhs; 3 of these cases had already been 
commented upon in the 14th and 19th Reports of the Public 
Accounts Committee. 

In estcnu-ltion the representatix7e of Defence hlinistry read out 
the instructi ):IS issucd on thc 15th February, 1956 emphasizing upon 
the indentors to place trial orders on the D.G.O.F. in the first ins- 
tance and to p l ; m  bulk orders only after the technique of manu- 
facture had been cstnblished. 

127. The D.G.O.F. informed the Comn~ittee that the total valueof 
raw matcr~a ls  held in stock In the Ordnance Factories on the 31st 
March, 1957 was Rs. 35:54 crores as compared to Rs. 39:29, Rs. 41-69 
and Rs 42.79 crores in 1956, 1955 and 1954, respectively. When 
asked how much reduction xvas due to condemnation or write off, 
the D.G.O.F. \vas not in a position to  give figures. 

The D.G.O.F. also informccl that the annual production of the 
Ordnnncc Factories \vas of the value of Rs. 14 crores out of which 
Rs. 6 crorcbs accounted for the cost of  r31v materials. When asked 
how the stocks of raw materials were so high in comparison to the 
annual requircmtmts, he stated this was, firstly, due to the vast 
range of production undertaken by the Factories and secondly, they 
had to keep reserves in adequate quantities to guard against un- 
certainties in procurcnwnt of storcs. 

The Committee wcre informed by the representative of the 
Defence Ministry that with a view ta avoiding over-provisioning in 
factories, instructions had been issued to the D.G.O.F. on the 30th 
June, 1956 that yrovisiol-ring should bc made on the basis of six 



months requirements as assessed with reference to Arm demands 
from the services and other industries and that provisioning should 
be on the basis of the quantity expected to be produced by the 
D.G.O.F. during the year and not in respect of the entire demand. 
Prior to that, there was no limit on the powers of the D.G.O.F. The 
Committee desired to be supplied with a copy 'of the instructions 
and a note showing the powers of the D.G.O.F. in this respect be- 
fore and after the issue of these instructions. 

128. When asked what was the relationship between the 
Controller General of Defence Production and the 
D.G.O.F., the representative of Defence Ministry stated that 
the office of the C.G.D.P., was set up in pursuance of the recornrnen- 
dation of the Reorganisation Committee and he is in overall charge 
of not only the Ordnance Factories but also the Technical and 
Scientific Research and Development Establishment, while the 
D.G.O.F. was responsible for production in Ordnance Factories. 

In reply to a question it was stated by the representatives of 
the Ministry that most of the orders for war-like stores for the 
Ordnance Factories were placed directly with the India Store 
Deptt., London, while for non-war-like store the services of the 
Director General of Supplies and Disposals were usually availed 
of; in cases where the latter was unable to obtain them, orders 
were placed on the I.S.D., London. 

Para 15: Production of store despite surpluses 

129. In spite of a large number of surpluses as revealed in the pro- 
vision review of 1949, the annual rate of production of an item of 
store was reported to have been maintained at 54,000 till 1952-53. 
The production rate was gradually reduced every year till August, 
1955 when production was finally stopped. But by that time sur- 
pluses numbering 2,93,977 valued at Rs. 3,13,57,547 had accumulat- 
ed which would take 20 years to consume. Surplus component 
parts valued at Rs. 33 lakhs had also accumulated. 

130. Questioned as to why in spite of surpluses, the production of 
the item of store was continued and whether such production was con- 
tinued with the approval of the Ministry, it was stated by the repre. 
sentative of the Ministry that the production was continued wit) 
the full knowledge of the Xinistry. The position was under cons- 
tant review, in view of the uncertainty of situation then prevailing. 
The surplus was being gradually reduced and by the end of Decem- 
ber, 1956 there was a surplus of 1,90,000 In answer to a question, 
it was stated that the reduction was due to a higher rate of issue 
of the store and supply to a friendly foreign country. The latsrt 



figure of the surplus represented the requirements of about 8 or 9 
years. But, should there be an emergency, this surplus would be 
used up in full and they might require even more. The Committee 
were informed that the preliminary assessing authorities with re- 
gard to defence requirements were the General Staff and the M.G.O., 
but in cases where the value of the demands exceeded Rs. 5 lakhs, 
prior approval of the Defence Ministry was necessary. But prior 
to 1951, the M.G.O. could order for stores beyond this limit without 
reference to the Ministry. In the present case the Ministry con- 
sidered the suggestion of the assessing authorities to stop produc- 
tion but decided to continue the production in spite of the surpluses 
in view of the situation prevailing at  that time. In 1955, however, 
even when the Factory concerned pressed for the continuance of 
production of this item to ensure adequate supplies in times of 
emergency although it might be infructuous expenditure, they 
decided not to continue production. 

As regards the surplus component parts, it was stated by the re- 
presentative of the Ministry that the value of these parts in stock 
on the 1st July, 1957 was Rs. 13.11 lakhs as against Rs. 33 lakhs 
disclosed in the Audit Report and these were expected to be utilis- 
ed in three or four years. 

Para 16: lnfructuous expenditure incurred on the manufacture of 
a certain type of weapon in an Ordinance Factory. 

131. This para revealed another instance where without establish- 
ing manufacture of a store, order for the manufacture was under- 
taken by the D.C.O.F. in 1949 but nothing could be produced by him 
till the end of 1954 and in 1955 the order was cancelled as the user 
chose a new type in lieu. The components and equipment collected 
for the manufacture of the item amounting to Rs. 1,38,354, have 
thus been rendered surplus. 

132. Questioned as to why the administrative authorities consider- 
ed the manufacture of this item well within the capacity of the D.G.O.F. 
when its manufacture was not established, it was stated by the 
representative of the Ministry that the D.G.O.F. had been able to 
establish manufacture of a more complicated store. This being a 
less complicated store, the administrative authority considered the 
manufacture of this store within the capacity of the D.G.O.F. In 
the present case the store used by the services had to be modiaed 
because of a number of incidents. After investigations, it was sent 
to the Technical Development Establishment who wanted certain 
modifications to be made. The preliminary designs were forward- 
ed to the D.G.O.F. in September, 1949, but later, the D.G.O.F. w u  



asked to wait, as further modifications were contemplated. These 
modifications were completed only in December, 1953 and there- 
after the final drawings were made available to the D.G.O.F. 

I t  was disclosed that raw materials were ordered by D.G.O.F. 
in 1950 on the basis of the original specifications as no appreciable 
change was expected in the raw materials on account of the pro- 
posed modifications in drawings. The Comptroller and Auditor 
General enquired why against the indent for 3600 numbers of the 
store, the D.G.O.F. procured raw materials for 15,000 numbers. In 
extenuation, it  was stated by the representqtive of the Ministry 
that the D.G.O.F. had taken action for the provisioning of indigen- 
ous materials in proportion to the requirement, but with regard to 
materials to be imported, the D.G.I.S.D., London, stated that the sellers 
were not interested in such small orders. Therefore, in order to get 
some response, thc D.G.O.F. suggested that the order for raw 
materials be increased to 15,000 numbcrs When asked whether it  
was usual for the D.G.O.F. to procurc saw material for a much larger 
number of stores than indented for, it was stated by the D.G.O.F. 
that the usual procedure is to provision for 6 n~onths'  requirements, 
12 months ahead of the  provisioning period. but in cases where it  
was difficult to get raw materials, the D.G.O.F. had power for 
bulking them in excess of the limit in consultat~on with the Fi- 
nancial Adviser. In the present case the approval of Financial Advi- 
ser to the bulking of several years' requ~raments was obtained. 

133. When asked about the remedial stcps proposcd to be taken by 
the Ministry to improve the state of aflairs in the Ordnance Fac- 
tories, the represcntative of thc Ministry admitted that certain 
things had happened in the past but thcsc had been resiewed from 
time to time and instructions had been issued from 1955 in this 
matter. It  was also stated that a Committee was a t  the present 
moment functioning to r ~ \ ~ l e w  the whole production programme 
and after the report of the Committec was rcceivcd, the Ministry 
would be able to review all thcsc matters and see what they could 
do to step up indigenous prcxiuctions as also avoid any waste. The 
Committee desired to bc furnished with a note* stating improve- 
ments made in the matter of executing orders since the setting up 
of the Defence Production Board. 
Para 20: Stock verification in Air Force Units and Formations 

,134. This para disclosed inordinate delay in indentification and 
verification of a large stock of stores taken over from the Royal Air 
Force and the U.S.A. Air Force after the last war, which are lying un- 
used for the last ten years but the Indian Air Force authorities were 
also unable to declare the stock as surplus, as under the existing proce- 
dure a certacate is to be given that none of these items would be 



required in future. The Comptroller and Auditor General had sug- 
gested that a high level decision should be taken regarding the speedy 
disposal of these stores as they were occupying valuable storage 
space and considerable expenditure is being incurred on their care 
and maintenance. 

135. In extenuation, the rcprc:;cnte~tivc of the Ministry informed 
the Committee that the stock hrlti bccn tlctitled to bc separated into 
two portions--the activc portion which tv;i:i for future use and the 
inactive portion which was to be disp;)sctf of through the D.G.S. & D. 
The Ministry had issucd i~~strliction:., o n  thtr 6th August, 1957 for 
segregating the stocks accc~rtiingly, ~ n d  till:, u-!.~rk Lvas expected to 
be completed in the coursr. of t hc  nest   ti^^ ~ ~ i i , ~ ~ t h . i .  In  reply to a 
question as to what stelxi had bccn t.:~iicr~ t o  o\.crr c~tri-~c thc. difficulty 
with regard to the issuing of cc3rtiiic:~tcs tha t  the storcs would not 
be required in  futurc, the sixpr.c:;e1it:~ti\.(.! this hlinistry stated that 
according to n rcceut d~x-isi~tn ilcnl.< U-~iich 1 1 x 1  1 m . n  segregated 
shall not 11c. subjcctccl to st(,ck-t:!Iii!lr: :ind thc cr\rtificr:tc regarding 
their usability nt a future. r ink>  \\.0:11;i I:(,! app!\- i n  the prcstnt case. 
Qunntitativc stock-t2kir.g ill tc:rtlis of 1 1 u m t ~ ~ ~ 1  o pn~!i;igcs and 

, . individua!ly in tile c<l.ica ot Ioc)sc i , : , i l .r  : tt>~:-i., ii.c~ul!i A ~ n e  every 
year. 



penalty. In spite of the fact $hat the indents were marked opera- 
tional, no issues of cloth were made till October, 1955 and between 
October and December, 1955 only 15,318 yards had been issued. 

137. Explaining the reasons for upgrading the first order as 'opera- 
tional', the representative of the Defence Ministry stated that al- 
though the indent was placed by the Naval Stores Officer in Sep- 
tember, 1954 there was considerable delay in communicating the 
specifications to the Director of Textiles. As the store had 
not been procured indigenously before, samples from the previous 
imported stock had to be called for from the indenting unit and 
sent to the Technical Development Establishment for laying down 
the specifications. This took about five months; by that time their 
stock of the clothing stores made of this canvas had become prac- 
tically nil and the indent was consequently upgraded as 'operational' 
in March, 1955. The Committee were informed that the Navy 
had since established their own specification section and now they 
were able to draw up specifications within a couple of days. 

As regards the second indent, the Committee were informed that 
the Naval authorities had desired in their letter dated 29th April, 
1955 only 10,000 out of 57,000 yards to be treated as 'operational' 
demand for supply by the 15th May, 1955; the balance was to be 
supplied by the 15th June, 1955 as originally required. But both 
these quantities were ordered by the Purchase Organisation for 
delivery by the 15th June, 1955. When asked to explain the justi- 
fication for characterising the indents as 'operational' in view of the 
fact that no issue was made till October, 1955, the representative 
of the Defence Ministry stated that the situation at that time war- 
ranted that action. At the time of upgrading the first indent their 
stocks were nil and in the second case, 10,000 yards were required 
for the ships scheduled for sail, but the ships had sailed off before 
the arrival of the supplies. The Committee felt that this was a case 
of defective provisioning and the Naval Authorities should have 
reacted to the changed situation after the ships had sailed off. 
The Committee were informed that during the period from 1st Octo- 
ber, 1955 to 31st March, 1956, 31,989 yards of the cloth were issued. 

138. The representative of the Ministry of Works, Housing and 
Supply stated that the indent in the second case had been marked for 
delivery by the 15th June, 1955 but subsequently the Naval Autho- 
rities desired 10,000 yards to be delivered by the 15th May, 1955. The 
Supplier in the second contract was the same as in the first. Con- 
sidering the back-log of the previous order, the indentor a p e d  to 
the entire delivery being made by the 15th June, 1955; the order 
itself was placed on the 9th May, 1955. He further stated that in 



the second contract, Rs. 5/8/- per yard was the lowest quotation re- 
ceived and there was no price preference given for early delivery 
date. The Committee felt that the quotation would have been lower, 
had not the delivery date been fixed as 15th June, 1955. In exte- 
nuation the representative of the Ministry of Works, Housing and 
Supply stated that the firm which had given the lowest quotation 
of Rs. 4181- per yard in the first contract quoted Rs. 51121- per yard 
in the second contract with delivery period between October and 
December, 1955. The  Committee were informed that due to short- 
ness of the delivery period indicated in the indent, open tenders 
were not invited and instead enquiries were made from 15 firms. 

When asked why no penalty was imposed on the supplier for 
late delivery of the cloth, the representative of the Ministry of 
Works, Housing and Supply stated that the delay was caused in 
the process of inspection. In the first case the contract was placed 
on the 2nd May, 1955 with the deliveries to be made by the 17th 
May, 1955, but the Inspection Wing considered the delivery date to 
be unrealistic. The advance sample sent by the firm on the 6th 
May, 1955 was approved only on the 18th May, 1955. Thereafter the 
bulk manufacture commenced and the stores were passed by the Ins- 
pectors only on the 15th July, 1955 on the same date the entire 
goods were supplied by the firm. 

Para 13: Purchase of unwanted stores at high price 

139. In this case the Naval Store Officer placed an indent on 20th 
March, 1951 on the Purchasing Organisation for urgent supply of 
perforated steel and zinc sheets by the 30th April, 1951 and also 
indicated in the indent the name of the firm with whom stocks 
were available. The stores were purchased from that firm even 
though their rates were higher than those quoted by other firms. 

The Committee took strong objection to the procedure adopted 
in this case. Not only had the Officer himself indicated the name 
of the firm from which the stores were to be purchased, which was 
highly irregular, but the stores had also been gurchased by paying 
prices higher than those quoted by other firms. The Committee 
had come across similar cases in the past and had recommended 
that the practice of indicating the source from which stores are  
to be purchased should be discontinued. 

The Committee were further informed that the matter had since 
been investigated and the report of the Special Enquiry OfRcer of 
the Ministry of Home Affairs had been received. Further Depart- 
mental action wm being taken against the officers concerned. 



The representative of the Ministry pointed out that the positi- 
with regard to the disposal of $he entire stores valued at Rs. 40,000 
is that 18 steel plates and 6 zinc sheets had so far  been used and 
the remaining quantity was also likely to be used for Naval re- 
quirements. This they had not mentioned when the audit para was 
received in the Ministry. 

Para 27: Loss due to  delay in publication of payment issue rate 

140. In para 28 of Audit Report, 1955 mention was made of a case 
involving heavy loss to State due to delay in publication of pay- 
ment issue rate. A similar irregularity was disclosed in the present 
para. Due to delay in the publication of payment issue rate of 
shoes Brown Canvas (Leather sole), 3,364 pairs were issued a t  the 
old rate of Rs. 5 / -  per pair whereas the revised issue rate was cal- 
culated at Rs. 1 6 [ l l / -  per pair. This resulted in a loss of Rs. 39,317 
to the State. 

The representative of the Ministry stated that the procedure in 
this matter has since been revised. Under this procedure as soon 
as acceptance of the tender is known, it is communicated to the 
Deputy Financial Adviser in Bombay who works out the rate and 
indicates it to the Naval Headquarters. Every order is a t  once 
issued. If there is a difference of more than lo";, in the price as 
arrived at, that price is made as the factory rate from the first of 
the month in which the supply is made. While admitting that this 
was rather a common type of occurrence in the past, the represen- 
tative of the Ministry stated that this had now been rectified and 
the position was improving. -1 he Committee wanted to watch the 
results of the implementation of the new procedure. 

Para 28: Non-recovery of charges jor surveys carried out b y  a Nauat 
Survey sh ip .  

141. Certain surveys had been carried out by a Naval Survey 
ship in certain ports between November, 1953 and April, 1955. As no 
rate of recovery had yet ben fixed by Government no recovery had 
yet been made. On the basis of recovery rate prescribed by Gov- 
ernment in respect of a similar survey ship the amount due, work- 
ed out to RJ. 17.72 lakhs approximately. 

The Cor- nittee were informed by the representative of the 
Ministry of Defence that out of four surveys carried out by the 
Navy, two were done a t  the instance of the Ministry of Transport 
and two were done a t  the instance of State Governments. There 



were two survey ships. The original idea was that the rates should 
be identical in both the cases. But it was found that the fuel 
consumption and other things in the case of one ship were higher 
and the rates had to be fixcd in respect of the second ship on a 
more detailed basis. This had been worked out in consultation with 
the Finance and the claims had since been preferred. The Minis- 
t ry of Transport will recover the amount from the State Govern- 
ments. The total cost of the two surveys was Rs. 9 lakhs. 

Para 21: I rregular  p a y m e n t s  of pay and allowances 

142. In view of the fact that Government had since issued instruc- 
tions to give immediate effect to the objections from the internal 
Accounting authorities, the Committee decided not to proceed with 
the case further. 

143. The Committee then adjourned. 



PROCEEDINGS OF THE FOURTEENTH SITTING OF THE 
PUBLIC ACCOUNTS COMMITTEE HELD ON MONDAY, 

THE 2ND SEPTEMBER. 1957 

144. The Committee sat from 15.00 hours to 17.40 hours. 

PRESENT 

Shri T. N. Singh-Chairman. 

2. Shri N. C. Laskar 
3. Shri Radhelal Vyas 
4. Shri A. C. Guha 
5. Shri N. R. M. Swamy 
6. Shri J. M. Mohamed Imam 
7. Shri H. C. Dasappa 
8. Shri N. Siva Raj 
9. Shri P. T. Leuva 

10. Shri M. Govinda Reddy 
11. Shri J. V. K. Vallabharao. 

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

Shri P. C. Padhi, Additional Deputy Comptroller and 
Auditor-General of India. 

Shri S. Natarajan, Director of Audit, Defence Services. 
Shri P .  N .  Bhandari, Director of Comrnerciul Audit. 
Shri R. N .  Chatteqee, Chief Audit Oficer, Food, Rehabili- 

tation and Supply. 

Shri V. Subramanian, Deputy Secretary. 

Ministry of Defence 

Shri 0. Pulla Reddi, Secretary 
Shri B. N. Verma, Joint Secretary 
Shri B. G .  Rau. Joint Secretary 
Maj. Gen. P.  S. Chowdhury, Acting Quarter Master Genera2 
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Maj Gen. R. E. Aserappa, Engineer-in-Chief 
Shri J. M .  Srinagesh, General Manager, Hindustan Aircraft 

(Private) Ltd. 
Shri V. G. Kamath, Financial Manager, Hindustan Aircraft 

(Private) Ltd. 
Shri H. K. Mendhi, Accounting .Manager, Hindustan Aircraft 

(Private) Llld. 
Ministry of Finance (Defence) 

Shri M. K. Hariharan, Additional Financial Adviser, I2 
Shri Batuk Singh, Controller General of Defence Accounts 
Shri R. Bhaktavatsalu, Joint Financial Adviser 

Ministry of Works, Housing and Supply 
Shri M. R. Sachdev, Secretary 

Ministry of Finance (Works Division) 
Shri J. S. R. Narayana Swamy, Financial Adviser. 

145. At the outset, the Committee took up consideration of the 
Statement showing action taken on their outstanding recommenda- 
tions. 

Ministrg of Works. Housing and Supply 
Para 90-100 of 19th Report: Ex-gratia payment to a p v a g e  firm 

146. In a note* submitted by the mini st^ of Works, Housing and 
Supply, the Committee were informed that the position explained 
to the Committee of 1955-56 that after the receipt of legal opinion 
against reimbursement of Sales Tax to the firm, the question of 
payment was revived by the D.G S .  & D. on 16-7-1949 on the verbal 
representations made by the  firm's representatives, was not wholly 
correct. While, according to the ofRcers, then in the Department 
the representatives of the firm did press for further consideration 
of their claim, the case had actuallv not been entered dropped by the 
Ministry but had been referred back to the D.G.S. & D. for his re- 
marks before further action was taken. The question of  intimating 
the decision to the firm did not arise until the case had been further 
examined by the D.G.S. & D. 

147. The Committee were distressed to note that complete facts 
were not brought to the notice of the Committee of 1955-56, who were 
led to the conclusion that the case was reopened by the office of 
D.G.S. & I). .uo mot0 and reflected on the bona fides of the ofl9cials 
concerned. They urged that in future all relevant and complete 
facts should invariably be placed before them either in the course 
of the evidence or in notes submitted subsequently. When asked 
whether a t  the time of placing orders, it was considered that some 
of the jeeps might be required outside Bombay State and their 

- . - -. -- - -- 
*See Appendix XXI 



delivery arranged at such n place so that the actual sales tax  cur- 
rent in the Statf only he p i d ,  the representative of the Ministry of 
Works. Housing and Supply statcd thnt the D.G.S. & D. was asked 
by the Dcfcqce Ministry to arrange the entire deliveries a t  Bombay. 
In future. hc sflid. it h:ld brcn derided to ask the contracting firms 
to quote all inclusive terms inclusive of Sales Tax and with the 
enforcement of tho Intcr-State Snlcs Tax it would not make any 
differcncc even if the stores wcre delivered outside the state of 
their purchase. 

The Comptroller and Auditor-General stated that according 
to the i n f ~ ~ m n t i o n  madc availnblc to him, in the present 
case 3.137 iecns n r w c  mo\~rd  out of Bombay within 3 months and 
478 jeeps \vi!hin 6 months of tlicir purchase. Government had 
clnincd n refund of Snlcs Tns f rom thc firm in respect of this 
quantity Thc  Cnmmitfcc \!rant4 to know whrthcr any recovery 
had been made. Thc r cn ! -~~cn ta t ive  o f  the Ministry of Works, 
Housinc nnd Sut?pl\- st3t.d thnt i t  rraq  for the con~i~gnee to take up 
the mqtter wi th  t h ~  S t q t ~  G o v r r n m ~ n t :  hc w0111d check up  whether 
action h3d hccn taken in t h i s  recard. 

148. From a *note suhmittcrl hv the 3Tinisti-y of Works. Housing 
and Supplv, the Committce ~~ndcrs tood  that the Controller of Supplv 
Branch in t h ~  Tndiq Stow D~nar tmcn t .  London. was responsible 
firstlv. fnr not  rn-tintqinit)::. i i ~ - t + d ~ t ~  l i r t ~  of the approved contrac- 
tor; of 4 ~ 1 - ~ > ~ 7 u t i r ? l  Tvcnrct inn Dirnctlirntc/Air Rcqistratinn Board 
-from ~ ~ h i c h  'hc firm ?TI-; A; r.r?ft Tn-itrumcntntion Ltd had been 
s ~ l b s e q u v t l v  r r n l r n , ~ d -  ?nrf crvvnrjlv, for not hringinq in time to  
the n o ? i c ~  of thc hirhcr a~l thnri ty  t h p  clcfault in supplies on the 
part of the firm. T ~ k i n q  into consideration his unblemished record 
of 33 years. it h*ld hem drcidcd to ask him to retire from service 
voluntarilv fail in^ which h r  should face a departmental enquiry. 
In his evidencc the repr~scnta t ive  of the Ministry of Works. Hous- 
inq and Sunplv stated thnt this officer who had 3 more years to 
serve was made to retire from service due to the serious lapse on 
his part in this case. The firm in question had in the past executed 
orders correctly hut in this particular case it did not do so presum- 
ably d ~ i e  to financial dificultjcs. 
Para? 25-28 of the 14 Rcport : Contracts for the purchase of 

clrhestns cement sheets 
149. The Committee ob.rervwI from a note+ submitted by the Minis- 

try of Works, Housing and Supplv that while placing the contracts the 
Director General, India Store Department, changed the specifications 

- - - -  ---.-- 
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of the sheets without consulting the indentor. In extenuation, the 
representative of the Ministry of Works, Housing and Supply, stat- 
ed that in view of the urgent demand of the sheets by theDefence 
Ministry. thc D.G.I.S.D. anticipated that changed specifications 
would be acceptable to them. After placipg orders for sheets on 
U.K. and from the Italian manufacturer, he informed the indentor 
that the Italian sheets would be somewhat different from the U.K. 
specifications but detailed specifications were not communicated. 

The Committee then resumed consideration of the Audit Report 
Defence Services, 1956. 

Para 22: Arrears in rent recoreries 

150. This para disclosed that as on 30th September, 1955 a sum of 
Rs. 1,71,61,029 was outstanding on account of arrears of rent in 
respect of the Defence Services buildings. Out of this, a sum of 
Rs. 68.47 lakhs pertained to the Rehabilitation Department on 
account of occupation of military buildings by displaced persons 
and a sum of Rs. 61.56 lakhs related to other Ministries of the Cen- 
tral Government and certain State Governments, while a sum of 
Rs. 18.17 lakhs was outstanding from private persons. clubs etc. 
The break up of the remaining amount of Rs. 23.41 lakhs was not 
available either with the Defence Ministry or Audit. 

151. Explaining the position regarding recoveries from prlvate per- 
sons, catering contractors etc., the representative of the Defence 
Ministry stated that in spite of the various orders issued and mea- 
sures taken, they had been able to recover only a sum of Rs. 2-86 
lakhs while the arrears had risen to Rs. 29,19,370 on 31-12-1956. The 
Quarter Master General was making efforts to improve matters. 
The Committee desired that the outstandings should be brought 
down; if some amounts were unrealisnble the question of their 
write-off should bc taken up. 

As regards dues from tht. Min1strit.s 0 5  thtl Central Govern- 
ment, thr  1)eliwcc Stvxct,iry stated that consequent on the issue 
of an amendment to  tht* Civll A c c o u n : ~  Code, no rent ~ t o u l d  be 
pny:rt)lc I I ~  Ci\ril Dcy,trtrtwnts cbscept Commercial Departments for 
t h o  Dcftbnc.c> Scr~.iccls huiltiings med for ncm-residcntlnl purposes 
antl thv  I)ulk of outstal~d~ngs dutt Irtjrn tht.111 uould shortly be ad- 
justc*d. 'I'hra Iif  i l nb~ l~ tn t~on  Ministy, it was sl.itt~1, had paid Rs. 33 
Iakhr: in the past antl would pay Rs 14 Inkhs shortl>.. During the 
current and nest ycaars t h c ~  wcrr c ~ p c c t c d  t o  clear n considerable 
port~on of the arrears. 



Para 23: Short recovery of  rent 

152. In this case a civilian lady clerk whose basic pay was Rs. 80 
per mensem was allotted a requisitioned quarter with effect from 
16-1-1954 with an assessed rent of Rs. 102/9 p.m. at her personal 
request and declaration of willingness to pay the assessed rent. 
She regularly paid the assessed rent upto October, 1955, when the 
Controller of Defence Accounts concerned held the view that the 
recovery of assessed rent was incorrect and directed the refund of 
the amount recovered in excess of lo?. of her pay. According to 
Audit, since the allotment was made to the lady clerk on her per- 
sonal request and undertaking to pay the assessed rent, the decision 
of the C.D.A. to refund and restrict the future recovery to 10% of 
salary, was not in order. 

The Defence Secretary admitted that it was initially wrong to 
have allotted this quarter which was of a higher class to the lady 
clerk and having allotted it, she should have been asked to pay the 
assessed rent. It was stated that the officer primarily responsible 
for the decision had retired from service. 

In the course of the evidence by Controller General of Defence 
Accounts, it was revealed that the lady clerk was originally wcupy- 
ing another quarter with the same rent of Rs. 102/8/- from April, 
1952 having floor area of 670 sq. feet, which she was asked to vacate 
as it was required for allotment to an officer. A smaller flat was 
allotted to her but, as she wanted to have a higher class quarter the 
allotment was cancelled. She was allotted the present quarter 
with floor area of 450 square feet and rent of Rs. 102/9/- Later, 
the Sub-Area Commander suggested the payment of Bombay H o w  
Rent Allowance to her. The C.D.A. stated that under the rules, the 
payment of the allowance was not permissible. At the same time, 
as rent was being paid by her at  Rs. 102/9/- p.m. when her emolu- 
ments were Rs. 80/- p.m. only, it was against the rules and so he 
ordered the refund of the excess rent over 107 of her emolumen$r. 

The Committee were not convinced of the reasons advanced for 
allotment of the quarter to the lady clerk with assessed rent af 
Rs. 102/9!- per month and subsequently for reduction of the rent 
recovery to 10V of her salary in spite of an undertaking given by 
her to pay the assessed rent. 

Para 26: Dzspod  of obsolete ammunition 
153. In this caae a contract was awarded to a contractor for dump- 

ing d about 1,700 tons of ammunition into the sea within 18 drys 
(against one to two months required by others) at a higher rate 



of Rs. 50/8/- per ton (against the lowest quotation of Rs. 35 per 
ton). This contractor also offered to supply a ship for this purpose 
as opposed to barges which the others offered to provide. As the 
work was to be completed before the monsoon, the contract was 
awarded to him. When a train carrying 600 tons of ammunition 
arrived at  the port on 10th May, 1955 the contractor could not pro- 
vide a ship. A second special train with another 600 tons of ammu- 
nition also left the Depot on 10th May, 1955. He could manage to dump 
only 163 tons by carrying it in a barge towed by tug. On the sea 
tending to be rough, the contractor on 14th May, 1955 stated in 
writing his inability to proceed with the contract. The amrnuni- 
tion had to be back-loaded to the depot resulting in an infructuclus 
expenditure of Rs. 3,77,000 approximately. 

The balance of about 1500 tons of ammunition was successfully 
dumped during the period from the 7th December, 1955 to 2Srd 
December, 1955 with the assistance of the Director General of 
Shipping at a cost of Rs. 51,975 as against Rs. 79,790 which would 
have been payable to the original contractor. 

154. In his evidence, the Defence Secretary stated that the contrect 
was placed at the higher rate in consideration of a 900-ton sea-going 
ship offered by the Contractor for use during operation as also tfie 
time-limit of 15 days within which he  undertook to complete the 
operation. The ship had been personally inspected by the Embarka- 
tion Commandant concerned and after consulting the Mateorologi- 
cal authorities the programme of dumping was drawn up so as to 
complete the work by 23rd May, 1955. But the ship promised by 
the contractor was not there. The representative of the Defente 
Ministrv admitted that the antecedents of the contractor were not 
satisfactorily verified before awarding the contract. They had now 
issued instructions that in future in every case of dumping opera- 
tions, the Director General of Shipping should be consulted with a 
view to check up whether a particular contractor had got resources 
to undertake the dumping work. The Quarter Master General 
stated that in this particular case the Embarkation Commandant 
had approached the Director General. Shipping but the latter replied 
that he did not handle such jobs. He also approached the Naval 
authorities but without succless. On the arrival of the ammunition a t  
the port, he again sought the help of the D.G. Shipping but same reply 
was repeated. 

The Defence Secretary informed that on the advice of the 
Ministry of Law the case was being referred for arbitration in 
terms of the contract. Both the parties had named their arbitra- 
torc Tho Law MInfrtry WRS bdng consultrcd whether in the m t  



of disagreement between the arbitrators, the decision would be 
binding on both parties. Government had with them, the security 
deposit of Rs. 10,500 furnished by the contractors, while total claim 
came to Rs. 3.77.000 being the expenditure incurred on account of 
freight etc. 

The Committee expressed their concern over such cases fre- 
quently coming to their notice, where contracts were placed at 
higher rates in consideration of urgency but later these were 
not fulfilled in time. They desired to be furnished with a note* 
stating remedial measures taken to prevent their recurrence. 

155. The Committee then took up consideration of the Accounts of 
Hindustan Aircraft (Private) Ltd. for the year 195455 (pp. 264- 
273 of the Appropriation Amounts Defence Services. 1954-55). 

H t n d ~ l s t a n  Aircraft ( P r i m t e )  Ltd. 

156. The Committee drew attention to lases incurred by the 
Hindustan Aircraft Ltd. in the sale of bus bodies to the tune of 
Rs. 1J2.000 and Rs. 2'98,000 during the years 1954-55 and 193536, m- 
pectwely. The representative of the Hindustan Aircraft Ltd. stated 
that the company had since stopped the manufacture of bus bodies and 
given the work to a sub-contractor on royalty terms. The losses ma& 
previously would be recovered as development losses half of which 
would be recovered in 5 years. When asked why the Hindustan 
Aircraft Ltd. should have suffered losses in the manufacture of 
bus bodies while the contractor could produce them at profit, he 
stated that the Hindustan Aircraft Ltd. depreciated its develop- 
ment charges at a high rate and secondly the factory's workman- 
ship was of a higher standard but the indentors were not inclined 
to purchase the bodies at high prices. In reply to a question, he 
stated that except for straight metal sections the factory would 
stop bus body building work. The workshop capacity so released 
would be absorbed in the expansion programme proposed by the 
Hindustan Aircraft Ltd. 

Para 41 o! 14th Report of the P.A.C 

15; The Comrn~ttre dcs~rcd that i~, rrcwrnrnendcd ~n t i w ~ r  14th Re- 
pm. a full r e p r t  tmbraciny: the various activities o f  the Hindus- 
tan Aircraft 1,td. should br rn-ide :rvailahle to Members of  ~ n r l i &  
ment annually. 

*Sce AppcnJ~x Sf!' 



Paras 62-65 of 19th Report of the P.A.C. Purchase of unsuitabk 
m - e n g i n e  bearings 

158. The representative of the Hindustan Aircraft Ltd. stated that 
in returning the undersized bearings to the suppliers, the factory had 
to incur a Anancial loss of 10% on their cost, plus freight charges 
on their shipment to the U.S.A. 

Accounts of the H.A.L. 1954-55 
159. Reverting to the accounts of the H.A.L. for 1954-55, the Com- 

mittee wanted to know the reasons for reduction in income on 
overhaul of aircrafts and aircrafts engines. The representative of 
Hindustan Aircraft Ltd. stated that for  the last 4-5 years, the factory , 
had been switching over from overhaul to manufacturing side 
and eventually it expected to switch over complately to manufactu- 
ring side. When the work-load on the manufacturing side was 
less, the factory utilized the surplus capacity for overhaul work. 
He stated that, in spite of factory's capacity to manufacture 
fighters--even supersonics and light transport-the demands placed 
on it were not regular. Intervrning, the Defence Secretary stated 
that, where planes were required b?. thc Defence Services urgently, 
the Ministry placed ordc1r.i o n  fnreign countries. The Ministry 
could not depend or1 the Iiindustan Aircraft Ltd. in emergencies 
for supplies of arli.anccd ail.c~.aft in iirnc.. The Committee ivanted tn 
be furnished with a note* stating the potentialit:' o f  t !~e Hindustan 
Aircraft Lttl. to  manufacturt~ \-:II-IOUS t..pcx: o f  planes. In  reply to 
question t h e  Dcfcncc Sccrctary stated that the H..4.L. wns supplying 
spare parts for 'Yampires' i i i th  thtt Defence Services. 

160. As segards t h e  profit m:iitt* t>y t h e  I1.11.L. during the year. the 
representative o f  I3.A.L. .  stated !hat o l ~ t  o f  t h c  profit nf Rs. 20 
lakhs, c t~r ta in  appriqxiations had  been rnadc, leal-ing 11 net  profit 
of Rs. 34 lakhs :Is tht. products o f  t he  H.:I.L. ivt?rc mainly sold 
to Govcm~rrwnt Ikp:~rtrntmts.- Ministries o f  Defence. Rail\\.ays and 
Indian Airlines Corporatio~i --thr> tllcnlent of profit \\.as limited. In 
the case oC coachc?s supplic~ci 1 1 1  thr' Rnillvay Ministry the profit 
margin ivorkcti t )u t  5C; .  a n d  in cnst: or trr~nsactions ivith the 
Defencv Ministry i t  \\-as Ironi 5' ; to l o r ; ,  \\.hilt. the I-I.-%.L. had 
t o  pay 4 ' ,  as intcr'est for t h t >  rnonc?. bol.rowcti by i t .  T h t  factory 
had dechrtd a dividtwtl LO ~ h ( *  s l ~ i ~ ~ ~ c ~ h o l i l ~ ~ ~ ~ s  iwly o n w  since. i t  
started production. 



wanted to manufacture light transport for which it had to pro- 
cure tools and train the personnel over a period of 3 years. The 
demand for this had, therefore, to be worked out 3 years in 
advance. The Ministries of Defence and Comnlunications had 
considered the type of the transport required, but their decision 
had not yet been made known. One great difficulty was that the 
decision with regard to the requirements of a particular year was 
taken by Go~wmment in the current gear and not in advance. 

162. When a s k d  whether the factory had entered into any con- 
tracts by which it might be bound to import raw materials from parti- 
cular suppliers, the representative of the H.A.L. stated that the H.A.L. 
did not generally enter into such contracts. Only in the case of some 
specific types of parts or units, orders were placed on particular 
suppliers. In reply to a question he stated that in the manufncture 
of 'Gnat'. the factor?. had ordinary aircraft spec~fications which 
were according to the British specifications. The Committee 
wanted to be furnished with the salient features* of the agreements 
entered into by the H.A.L. with foreign firms. They also desired 
to have information regarding the working of the agreement 
entered into by the Government for supply of 'Vampires'. 

163. With regard to the position regarding the manufacture of 
Integral Rail Coaches by the H.A.L., the representative of the H.A.L. 
stated that the factory had entered into an agreement with a German 
firm and work was proceeding on this project subject to the avail- 
ability of foreign exchange. The Integral Coaches manufactured by 
the H.AL., although of the same weight as those produced by the 
Integral Coach Factory Perambur, were expected to be cheaper than 
those manufactured by the I.C.F. The profit margin per coach would 
be of the order of Rs. 5,000 subject to an examination of the cost. For 
the manufacture of coaches, the H.A.L. was getting the services of 
6 foreign technicians. 

164. In reply to a question, the representative of the H.A.L. stated 
that the percentage of the overhead charges worked out to be 3005 
of the direct labour, and varied from shop to shop. In the figure of 
Rs. 133 lakhs shown against salaries and wages during the year 
1954-55, 4th represented wages and 4th related to overheads and 
salaries. As regards stocking of materials, he  stated, 18-25 months 
requirements were normally kept in stock. In reply to a question 
it was stated that the Government of India's share in H.A.L. was 
--- --- -- - -- --  -- - - - - --- - 
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Rs. 6 crores'and that of the Mysore Government Rs. 60 lakhs. The 
Central Government's loan to H.A.L, stood at Rs. 50 lakhs at  3% 
interest. 

The Committee were informed that the H.A.L. had outstation 
projects at Barrackpore, Jodhpur, Agra and Cochin for doing the 
first and second line maintenance of aircrafts at  these places. The 
staff transferred to these stations from Headquarters also received 
an outstation allowance which was not admissible to locally recrui- 
ted staff. 

165. The Comptroller and Auditor General pointed out that the 
outstanding amount due from the Indian Airlines Corporation and 
other customers as  on 31st March, 1956 was of the order of Rs. 1 , s  
lakhs while a cash credit accommodation guaranteed by the Govern- 
ment with a limit of Rs. 50 lakhs had been obtained from a Bank. 
As a commercial concern the H.A.L. should recover its oustanding 
bills rather than borrow money on interest. The representative of 
the H.A.L. stated that a special Committee consisting of the represen- 
tatives of the Indian Airforce, Accounts and H.A.L. had been consti- 
tuted to bring down the outstanding amounts. When asked how 
despite this Committee, the outstandings had increased from Rs. 1,48 
lakhs on 31st March, 1955 to about Rs. 1,58 lakhs on 31st March, 1956, 
the representative of the H.A.L. stated that the figures represented 
4 months outstandings and in many c a s e  the bills had to be drawn 
only after the actual costs were available which took 2 months. Every 
effort was being made to reduce this figure. 

As regards the doubtful debts shown in the accounts, the 
representative of the H.A.L. stated that these were due from the 
Airline Companies started after the War which had gone into liquida- 
tion. The Court proceedings against them were not yet over. The 
H.A.L. had recovered from them Rs. 6 l a b  out of a total of 
Rs. 17 lakhs. 

166. The Committee then adjourned till 2-30 p.m. on the 3rd Sep 
tember, 1957. 



PROCEEDINGS OF THE FIFTEENTH SITTING OF THE PUIILIC 
ACCOUNTS COMMITTEE HELD ON TUESDAY, THE 

3RD SEPTEMBER, 1957 

167. The Committee sat from 14-30 hours to 17-00 hours. 

Shri T. N. Singh-chair ma^^. 
PRESENT 

2. Shri N. C. Laskar 
3. Shri N. G. Ranga 
4. Shri Radhelal Vyas 
5. Shri A. C. Guha 
6. Shri N.R.M. Swamy 
7. Shri Upendranath Barman 
8. Shri J. M. Mohamed Imam 
9. Shri H. C. Dasappa 

10. Shri Jaipal Singh 
11. Shri N. Siva Raj 
12. Shri P. T. Leuva 
13. Shri Shyam Dhar Misra 
14. Shri hl .  Govinda Reddy 
15. Shri J. V. K. Vallabharao. 

Shri A.  K. Chanda.  Co~~iprrol ler  c~i td  t ludttor General of India. 

Shri S. Natarajan, L>lrector of Audit ,  Defeiwc! Seruices. 
Shri P. I\'. Bhandari ,  Dlrecror Cotrtmercial Audit. 

Shri V. Subramanian,  Deput! ,~ Secrercrry. 



Ministry of Finance (Def eace) 

Shri S.  D. Nargolwala, Additional Financial Adviser I .  
Shri M. K. Hariharan, Additional Financial Adviser 11. 
Shri Batuk Singh, Controller General of Defence Accounts. 

Bharat Electronics Ltd., Bangalore 

Para  17 of Audit Report-Establishntent of Bharat Electronacs Ltd., 
Bangalore, for the ~nanzifacture of certain electronic equipment 

168. An agreement with a French firm was concluded by Govern- 
ment for a period of 10 years with effect from the 1st January, 
1953 for  cstablishn~g a factory for the manufacture of certain elec- 
tronic equ~pments  Accord~ng to this agreement the French firm 
undertook to assist the Government for the establishment of such 
a factory for which a sum of Rs. 53 lakhs excludmg royait). on pro- 
duction was payable to ~t In lnstalments d u r ~ n g  the period of con- 
tract. iZ product~on psoqrammcb for production of certam types of 
signal stores Mras a l so  stlpulnted In the agreement The production 
was t c ~  commtwcil t r o ~ n  t h c h  ccilendL2~ year 1956, but the programme 
o f  product~cm !OI thc. \ C J I  19X 2 n d  1957 could not be adhered 
to and 1 ~ 1 t h  the app~oi .a l  o f  !he managemmt of Bharat Electron~cs, 
R IYBVISCC~ progr;1111111(* ~ . ~ 1 ,  t'!\;t.(i for : h t w  vears Thl, programme 
rvas agaln mocl~fitvt '1-  thc I r ~ h t  irtci-t> pvs I i f  L Y I ~ ~ ! C ~ S  >eta i . ~ -  

quired for the use of thv Al-my Iverr no? produced by the French 
firm The firm, the~cforc ,  p repa~ed  an a!!ernative programme for 
the )ear. 1957 t 1 r ! s t  .ICC >r(I~rlq .\udlf. 
due to  1 1 ! I I I I t  1 I t t l  l l t  1 also 
higher ot-i.1-llrads ~n t lw 11ut1a1 htages of lirn~ted p r o d u c t ~ o ~ ~ .  the 
cost of I ~ L I C ~ ~ O I :  ( I !  ~ Y ~ I I I I ) ~ I C ~ I ~ :  v..&1\ high .tnd, ther~~o!-e .  silrnC of 
the con.surnra:.> \\.cbstb ~ . t ' I l ~ ~ t , i ~ i t  :( p:i\ ! I l l \  htgh prlct, ns ~mpt-rrted 
equipment ivas obtainabfe a! much lower prlces Further, the 
French firm had not yet  qli-en the  ntx-essary ~nfosmatlon and 
spec~fic;rt~~)n-, f o r  thts I ,I,.\. r 1 1 : i t c s l  r , r l \  .ind cotnponcnts 111 English 
and acc~cr~dlng I t t  i d  a l ~ d ,  t h t * ~ t f o ~ c .  ~t ivas 
not puss~bic for t lw B h a ~ a t  Eltx-trmn~cs Ltc t  t o  ob!ain saiv material 
\I?. open tvnders 



firm as that firm would not be willing to help the Government in 
establishing a factory which might adversely affect the trade of its 
subsidiary in India. 

The Committee were informed that an equipment produced by 
the firm for the Army was under test while the firm was in the process 
of designing another equipment. When asked whether the equip- 
ments produced by the factory suited the requirements of the Army, 
the representative of the Bharat Electronics Ltd. stated that  their 
first customers were Railways and Civil Aviation and not the Army. 
The Committee wanted to know whether the type of sets proposed to 
be manufactured were suitable for Army use and acceptable by the 
Army authorities. The Defence Secretary stated that the represen- 
tatives of the Army, Navy and Air Force Signals visited the C S.F. in 
April, 1951 and submitted a report containing their observations but 
they did not make any specific recommendation on the subject. The 
Technical Sub-committee on which the Signal Officers of the Army, 
&r and N a w  were represented recommended collaboration with the 
French firm in preference to the British firm. They were impressed 
by the standard of manufacture of C.S.F. which showed excellent 
workmanship of the finished equipment, though they were not very 
much impressed with the tempo of the design and development. The 
Defence Secretary admitted that the selection of C. S. F. was not an 
ideal choice but in the circumstances then obtaining, there could have 
been no better choice. Other considerations which weighed with Gov- 
ernment in arriving at the decision were that self-sufficiency could be 
reached earlier; the programme of production was flexible and In- 
dianisation of the factory could be attained earlier. 

In reply to a question, it was stated by the representative of 
Bharat Electronics Ltd., that the factory was not supplying anything 
to the Army at present; it had made the first proto-type which was 
being tested and it would be possible to start production for the Army 
in another six months' time. At present the factory was producing 
for Civil Departments only. He admitted that there was some reluc- 
tance on the part of the Army to use the equipment because those 
equipments were not in use by the A m y .  Explaining the Army's 
view-point, the Master General of Ordnance stated that they would 
accept the equipment produced by the Bharat Electronics Ltd. pm- 
vided it came up to their requirements. 

170. Explaining the procedure for production of equipment requir- 
ed by the Army, the representative of the Defence Ministry stated 
that the user departments gave the general specifications of the set, 
b d  use to w W  the set would have to be put. On Uut bads tbe 
technical Devdqment IWabllhJlment worked out details giving dl 



the technical specifications. These specifications were given to the  
Bharat Electronics Ltd., who designed a prototype and this was put to 
laboratory tests. I t  was pointed out by the Comptroller and Auditor 
General that the correct procedure should have been the in~tial  pro- 
duction of something already in use in Defence Services which could 
be improved upon at a later stage. For this purpose, an agreement 
with the British firm would have been more prudent, as the products 
could be put to immediate use by the Army. The representative of 
Defence Ministry stated that from the project reports of the British 
firm it was found that that firm too contemplated manufacture of 
equipment of its own choice and it was assessed that 20"; of tha equip- 
ment would be uneconomical to manufacture or assemble and a fur- 
ther 15";, would be assembled and not manufactured. Even so, it did 
not plan the production of the rest of the equipment before the fifth 
year. As against this, the French firm indicated a production pro- 
gramme of equipments, components and valves includinq radar. with- 
in three years for equipments and components and four years for 
valves. When asked whether any penalty could be imposed on the 
C. S.  F. for failure to produce equipment according to the specifica- 
tions indicated to it, the Defence Secretary stated that in such a case 
in terms of clause 19 of the agreement, the Government, without nre- 
judice to any other rights which they might have against the com- 
pany, had the right to terminate thc acreement by three months' pre- 
vious notice in writing and the company would not be entitled tn ?- - .  

pavment in  respect of a n s  period after the termination of the a c r e  
mcnt. As regards the production schedule, the representative of the 
Bharat Electronics Ltd., informed the C~mrni t tee  that if the firm took 
more time for the production of an equipment, the payments would 
be spread over a longer period. When asked whether there had been 
any failure on the part of Rharat Electronics Ltd. to produce the ripht 
type of equipment. the Defence Secretary stated that thev had not 
fail&, although they took longer time to manufacture the eauipment. 
As a result, thcy were paid only £19,687 for the year 1956 against 
f40,000 cnvisnged in the agreement. In reply to a question the repre- 
sentative of the Rharat Electronics Ltd. stated that there had been 
only one instance whcrc a prototype which was rejected had to be 
mdified in France as all the technical personnel were not available in 
India. When asked about the Anancia1 effect in case of the termina- 
tion of the agreement with the firm, the Defence Secretary stated that 
i t  was difficult to consider of this step unless Government were con- 
vinced that the firm was adopting dilatory methods and was not m- 
operating. Further, termination of the agreement might also raise 
questions of patent rights and might stand in the way of the factow 
proceeding with the production programme which was of the  order 
of Ra, 1.5 crores. 



171. The Committee were informed by the Defence Secretary tha t  
the Army did not take to the  new equipment because of its unfamili- 
arity. He added that the Chief of the General Staff who was also on 
the  B d  of Directors of the Bharat Electronics Ltd., was the  proper 
authority to decide about the suitability of an  equipment for the use 
of the Army. No permission to import any wireless equipment was 
given unless a clearance was got from the Radio and Cable Con t rd  
Board who were attempting a certain type of rationalisation and 
standardisation. Particulars were forwarded by them to Bharat Elec- 
tronics in order to ascertain whether i t  would be possible to  under- 
take the production of the equipment within the next two years or 
within the period the Services required them. At the same time the 
possibility of establishing production was also considered by Bharat 
Electronics Ltd. The prototype under production for the Army was 
entirely designed by the Army Authorities. The Committee felt that 
the factory should be put to the best use possible by the Army. They 
desired that a note* stating action proposed to be taken lo utilize the 
capacity of the Bharat Electronics Ltd. by the Army should be sub- 
mitted to them. 

172. The Comptlwll t~ and Auditor General pointed out that during 
the year 1955-56. Rs. 1.61.00.000 worth of equipment which could have 
been manufac!ured ty. t h e  Bhnl-at Electronics Ltd. was imported. The 
figures included other equipmen ts which were not strictly for  rnilitar?. 
needs but the bulk of this related io  military equipments. Tlw ~y -  
resentative of the Defence Ministry pointed out that this w-as mainly 
attributable to the import of complicated apparatus like Radars which 
could not have been manufacturcci ckt.en jn the next 4 or 5 years. Hc 
promised to furnish a note Lrlvlng the valuc of the cqulpment im- 
ported. which could ha\-e been manufactured by t h e  Bharat Electro- 
nics Ltd . had the origmal schedule of production b ~ c n  adhered to. 
The representatives of Bharat Electronics Ltd. informed that the fac- 
tory should have produced Rs. 50 lakhs worth of equipment in th+ 
first year and R:. 2 crores worth In the second year hut i t  \vns one 
year l~ehlnri  \chedulc In wpl? to a question. thc rcprescntative 
stated that the cost of produc:ion in the  factory was less t h a n  thc co<t 
of similar equipmenti i m p n r t ~ d  from France but thc rquipmcnt.; 
from France were Ihc*mwlvc*; c-*iprnsivc 

They f u r t h c ~  learnt tha t  t 1 1 r ~  produrtion w h ~ r t u l r ~  had  wccntlv 
been morlifietf by the firm wlth thc approval of the  Board of Diwc- 
tors. I n  view rrf the changes made In the production schedule a - 

*yo. 1'. ,:1,cd 



change had been made in t h ~  agreement to safeguard Government 
against loss if schedules were not adhered to. 

174. The Committee then wanted to know the pos~tion wlth regard 
to the production o f  valves The rcprcsentat~vc of the Bharat Electro- 
nics Ltd. stated that although the agreement with C.S.F. covered the 
manufacture of valves also, it was found that the firm dld not manu- 
facture the type of  valves reyulred by the Indian users. The firm was, 
therefore, asked to try to come to a n  agreement with some other firm- 
Philips or A.E.I. of England or R.C.A. These companies were also 
asked by the Bharat Electronics Ltd. in 1956 to furnish project esti- 
mates direct. Project estimates were submitted by the English and 
the French firms jointly and by the American firm. When negotia- 
tions were in progress with the Philips, the American company came 
forward with a suggestion that it would itself set up the factory and 
save the Bharat Electronics Ltd. foreign exchange. The matter was 
under examination now. When asked how the question of saving 
foreign exchange arose when machines required for the manufacture 
of valves had already been acquired by the Bharat Electronics Ltd.. 
the representative of the Bharat Electronics Ltd. stated that equip 
ment worth Rs. 25 lakhs was required for this purpose whereas the 
company had already spent about Rs. 20 lakhs on both the building 
and machinery. The Committee were informed that according to the 
production programme the manufacture of the valves should have 
started a year back and the value of production of valves anticipated 
in a year was about Rs. 50 lakhs. The Committee, therefore, felt that 
in saving a few lakhs by way of cost of machinery, the Government 
were losing Rs. 50 lakhs in foreign exchange by importing valves. 
Too much time had been taken in negotiations and production had 
thereby been delayed. In extenuation, the Defence Secretary stated 
that the question of production of valves was also being considered 
in the context of their being replaced by transisters. The matter 
had been referred to a committee which included two distinguished 
scientists. The Committee were not convinced of the reasons advanc- 
ed for the delay in starting production of valves. The Defence Secre- 
tary stated that the Board of Directors were rather cautious in this 
case before coming to a conclusion When asked why the negotiations 
for production of val\*es wrrp s u s p n d d  even before this idea of pro- 
ducing transisters WAS ~ O O ! C ~  in April. 1956, the reprcscntat ive of 

Rhrrrot Electronics Ltd stated that tht. question of cost S -  rcen 
under examination a n d  tlwy \\.ere considering thr  cornparati\ ~ d -  
t.anta4c.l; in placing orders ~vi th  c~thcr .  thc British film ot. ~ u t r h  firm 

Thc Committee werc informed that i t  ~vould take  12-15 months to 
establish produrti~m of val\?es if the  Rharat Elwtronics Ltd started 
manufacture now. The Commit tee felt that  the prc.ductinn shnuld 



have been taken in hand as quickly as possible with a view to utilis- 
ing the capacity of the factory and also saving foreign exchange on 
imported valves. The Committee were not satisfied with the situa- 
tion that the Bharat Electronics Ltd. had been going on without pro- 
ducing anything useful and desired that speedy action be taken to uti- 
lise the full capacity of the Bharat Electronics Ltd. 

175. The Committee were informed Chat some transmitters pro- 
duced were offered to the Communications Ministry but since these 
did not suit the need of that Ministry, some changes had to be made. 
Now the factory was producing and meeting the demands of the 
Communications Ministry for Civil Aviation. The representative of 
the Bharat Electronics LM. stated that they could manufacture trans- 
mitters for the All India Radio but the Information and Broadcasting 
Ministry was not satisfied with the equipment offered. The factory 
had supplied some equipment to the Police and the latter were satis- 
fied about it. As the orders for the wireless equipment r e q u i d  by 
Government Departments including the Home Ministry were routed 
through the Radio and Cable Control Board, the latter ensured that 
the orders which couId go to the Bharat Electronics Ltd. were so 
directed. As regards supply of the requirements of the State Govern- 
ments, the reprcsentative stated that to his knowledge, the Home 
Ministry was co-ordinating the requirements but he promised to 
check it. The Committee then wanted to be informed about items of 
equipment imported by the various Ministries, which could be manu- 
factured by the B.E.L at short notice, and whether there had k n  
cases where the products of the B.E.L. were not purchased by the 
users on account of their being too costly. The representative of the 
B.E.L. stated that only once a department had complained about the 
high price and the factoly reduced the price in that case. AS regards 
placing of orders by Government Departments for equipment on the 
B.E.L. instead of importing the same from abroad, the representative 
of the Defence Ministry stated that with the setting up of the Radio 
and Cable Control Board whose Chainnan was a Director of the 
B.E.L., the interests of the Bharat Electronics were duly looked after. 
A liaison OflBcer had also been appoint& last year, who kept a close 
contact with the various Ministries regarding their requirements. 

176. As regards the procedure for selection and recruitment of 
persons for appointment in the Bharat Electronics, the representa- 
tive of the B.E.L. stated that there were set rules fn this respect. 
Senior grade pasts were advertised throughout the country, while 
for class 111 pasts, the advertisements were confined to regiorul 
arees vk., Bangdore and Madras only. The Emtimates Committee, 
i t  WM stated, had fzcomnrended the raauitmcat to be nwh on 



regional basis rather than on local basis for which the entire 
Sbuthern region-Andhra, Bombay, Kerala besides Madras and 
Bangalore should be covered. There was also a Screening Com- 
mittee of Selection having one outside expert in it. The approval 
of the Defence Secretary was taken for all senior appointments. 
There were no written tests but there were practical tests for 
some technical posts. The Committee felt that the B.E.L. should 
consider the introduction of written tests also with a view to 
avoid any outside pressure on the Selection Committee. The Com- 
mittee were informed that under a scheme of apprentice engineers, 
about 6 persons would be trained. As for apprentice workmen, 
they were being put through the training school for six months; 
about hundred persons were trained in a year. The trainees were 
from the Southern region. In reply to a question it  was stated 
that under-studies had been put with each foreign expert and 
some of them had more than one under-study. 

Pnra 24: Losses due to belated 'incorrect fixation of sale rates. 

177. Sub-para. (a) Consequent on receipt of 15.480 Turkish Bath 
Towels Large Bleached at an increased rate in April, 1953 their sale 
rate should have been increased from Rs. 3/12/- each to 4/11/- but 
instead, the rate was reduced by mistake to Rs. 218,'- with effect 
from 11th August, 1954. The sale rate was again revised on the 
2nd March, 1955 in order to rectify the mistake, but again it was 
incorrectly fixed at Rs. 4/9!-  each. Finally the correct rate of 
Rs. 4/11/- was promulgated with effect from the 19th July, 1956. 
This resulted in heavy loss to Government-the loss in a single 
Ordnance Officers' shop being Rs. 12.191 during the period May, 
1953 to July,  1956. 

In evidence the represcntabve of the Ministry of Finance 
(Defence), admitted that the mistake was committed by the staff 
while fixing the rates; disciplinary action had been taken in the 
matter and instructions had also been issued to prevrnt the 
recurrence of such a mistake. The total loss in this case taking 
all the shops into account would amount to about Rs. 40,000/-. 

178. Sub-para. ( b )  0P;icers Valises (hold-alls) were being sold 
f m  the OfRcers' shops at Rs. 32 each since 1946. No attempts 
were made till June 1955 to ascertain the manufacturing cost of the 
d e l e ,  when it was found that the manufacturing cast of the article 
was Ra. 61 &. Sale of the article was, therefore, suspended 
from 25th August, 1965. On the 25th November, 1955 the revised 
pr9cc of Rs. =IS/- was Ared. The loss due to the sale of the 



hold-211s at Rs. 32;- from 4th June, 1955 to 24th August, 1955 
amount,ed to Rs. 17,836 for 333 hold-alls, in one Officers' shop only., 

The Comptroller and Auditor General pointed out that according 
to a statement made available by the Ministry of Finance 
(Defence) the total loss in this case amounted to about Rs. 43,805. 
The representative of the Ministry of Finance (Defence) stated 
that this figure represented the amount of technical loss but the 
actual loss was on the sale of 138 Valises only which had been 
manufactured at higher price and therefore the net loss would 
be much less. In reply to a question if it was now possible to 
recover the full price from the officers who had already purchased 
them at a lower price, he stated that it would not be possible as 
those officers might not have purchased, had the higher price 
been quoted to them at the time of purchase. Actually after the 
rate was revised only one hold-all was sold. The Director of 
Ordnance Services. who was the indentor in this case, stated that 
the price had further gone up to about Rs. 86/- per hold-all and the 
officers were not interested in purchasing at  such a high price. The 
Comptroller and Auditor General pointed out that, if so, the value 
of the hold-alls might have to be written off ultimately. The 
representative of the Ministry of Finance (Defence) stated that he 
would look into the circumstances leading to the placing of orders 
on the D.G.O.F. for these expensive hold-alls and also devise m a -  
sures* to sell them without incurring a loss as far as possible. 

Para 25: Idle Tractors in Ordnance Depots. 
179. In this case out of 191 industrial tractors used for shiiting 

heavy stores within the Depots, only 45 tractors were in serviceable 
condition and the rest had been unserviceable for the last six or 
seven years for want of repairs which could not be done for lack 
of spare parts. The cost of spare parts had been assessed at 
Rs. 33,600/- approximately and their purchase was being considered 
by Army Headquarters. The work was now being carried on by 
manual labour at considerable extra expenditure to Government. 
Accordmg to  Audit. In two Depots the drlvers of the idle tractors 
continued to hc cn-tpln>~d r c ~ l t i n q  In rlvoldnblc cxpenditurc nf 
Rs. 70,000 and Rs 13,000 respectively till October-November, 1955. 
In another Depot they were continued till 31st Ju ly .  1954 tcwlt- 
ing in avoidable expenditure of Rs. 3,298 approximately. 

The representative of thc Ministry adrnitteci that there u-as 
delay in handling this mattcr at different levels. The tractors had 
b w n  checked by the Mechaliical Enginccting authorities to see 

*Sw Appendix XI11 



whether they could be repaired provided the spare patts were 
available. In consideration of the fact that the approximate cost 
of repairs per tractor would come to only about Rs. 300 as against 
the cost of Rs. 13,000 of a new imported tractor, they had decided 
to repair the old ones. The Military Attache in the London High 
Commission had been addressed with regard to the availability of 
spares required for repairing them. 

With regard to the continuation in service of the drivers in 
spite of the traqbrs being out of use, the D.O.S. stated that actually 
none of the drivers was surplus as each of them had been employed 
in lieu of two personefitter and fitter mate for the maintenance 
of vehicles etc. Thus, they had actually made some saving in this 
behalf. In reply to a question as to why this position was not 
explained to Audit, it was stated that the draft audit para was 
received late and the explanation therefore was also delayed. 

180. Before the Committee adjourned, they desired the Meace 
Ministry to submit a note* explaining the reasons for large savings 
disclosed in the year 1954-55 and also replies to the points raised 
by the Committee during their sittings. 

181. The Committee then adjourned. 



PROCEEDINGS OF THE FORTY-FIFTH SITTING OF THE PUBLIC 
ACCOUNTS COMMITTEE HELD ON FRIDAY, THE 

18TH APRIL, 1958 

182. The Committee sat from 15-00 hours to 17-25 hours. 

Shri T. N. Singh-Chairman. 

2. Shri Ram Subheg Singh 
3. Shri N. C. Laskar 
4. Shri N. G. Ranga 
5. Shri Radhelal Vyas 
6. Shri A. C. Guha 
7. Shri Upendranath Barman 
8. Shri J. M. Mohamed Imam 
9. Shri H. C. Dasappa 

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

Shri S. Natarajan, Director of Audit, Defence Services. 
Shri P. N. Bhandari, Director of Commercinl Audit. 
Shri P. K. Basu, Director, Director of Audit, Food, Rehabi- 

litation, Supply, Commerce, Steel & Mines. 

Shri V. Subramanian, Deputy Secretary. 
Shri M. C. Chawla, Under Secretary. 

183. The Committee considered their Draft Report on the Appro- 
priation Accounts (Defence Services). 1954-55 and Audit Report, 1956 
and approved it subject to certain additions and alterations here and 
there. 

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

The Committee also authorised Shri P. T. Leuva to present this 
Report to the Rajya Sabha. 

185. The Committee then adjourned 



Statement showing rhe summary of principal observarions, r e c a -  
mendations made in the Sixth Repmr of the Public Accounts Cammittee 
on rhe Appropriation, Accounts Defeme Services 1954-55 a d  Audit 

-- Report, 1956 
- - - - - -- -- -- - - - - - - -- 

S1. Reference Ministry Summary of conclusions~recommen- 
No. to Para No. concerned dation~ 

of the 
Report 

r 6 (Intro- Defence The working of Ordnance Factories 
duction) has been under constant examinat ion by 

the Public Accountq Cornmime and year 
after year the attention of Parliament 
has been drawn to the various defects 
horh in regard to the productior! 
organisation. and the stores wing of 
the Ordnance Factories. It has hcen 
found that a large ~ u r n b e r  of ordcrs 
on the Ordnance Factorics rcmains 
pending for seve~al years. T h q  
are subsequently w.ccllcd or sus- 
pendrd due sometimes to frequent 
chmgcs in the decisions of thc user 
scniccs. In 0 t h ~  cases their manu- 
facture cannot be estabiished though 
in the mcmtime large quamities of 
raw materials have hem impcrted and 
accumulated. Residcs causing large 
amow t ot iciruct uous expenditure 
such a situatior! leads to i n 4 c i e r . q  
and waste. Prov~sioning and storing 
c - f  huge qumritics of raw materials 
without having established production 
~ b f  m y  pnnicvlar item is to say the l a s t ,  
unwisc an3 at times fraught \\.ith risks. 
T h c  proper methcd should be for the 
ordnance fauoric-s to a m p t  w c d u a -  
tiond ordtr of such items mil first 
cstahlish productiw.. Only when they 
arc corfidenr of mar?ufncturing these 
itcms succitssfully should r hey provi- 
sion for hulk production. 

The Dcfcncc Ministn haw r.ou a w p t d  
this prsition I t  is, howmer. surprising 
-.. - 
109 



that the Ministry should have taken 
years to come to this obvious deci- 
sion. A review should, therefore, be 
undertaken early to reduce or cancel 
un-fulfilled orders previously placed. 
The present system leads to unsyste- 
matic working at the factories and 
accumulation of unusable stores and 
raw materials. 

2 6 (Indm- Defence/ The Committee are anxious that the 
duct ion) Finance large amount voted by Parliament 

(Defence) should be utilised economically and in 
the best interests of national defence. 
At a time when appropriations are 
being cut to limit the country's foreign 
exchange porition can afford, i t  is more 
than ever essential that the fund; voted 
are put to the best possible use. The 
Committee trust that rheir observa- 
tions and recommendations made ir! 
this Report would be considered 
carellly by the Government. 

Savings ranging from 8 to ro per cent 
in the sanctioned grants have become 
a recurring feature of the Defence 
Grants during the last 6 years. 

5 Defence1 The savings on Defence Capital Outlay, 
Finance as in the previous years continued to be 
(Defence) abnormally high, bcing more than 

two-fifths of the total vote. One of 
the causes of the saving in the grant for 
works expenditure was that substantial 
provision was made for items the 
execution of which could not possibly 
be expected in the course of the year, 

The Committee would like to watch the 
results of the general policy adopted 
from the year 1957-58 to include in 
the budget, provisions for thoere works 
only which have bcen approved 01 
are llkely to bc approved at least 3-4 
months before the beginning of the 
financial year, so that technical planning 
can be completed before allotments 
are made and works taken in hand. 

--- -- 



4 6 Defence/ 
Finance 
(Defence) 

Finance 
(Defence) 

6 8 Do. 

While the Committee appreciate that 
certain practical difficulties might be 
unavoidable in estimating accurately 
the supplies which will materialise 
during the closing months of the 
financial ye-ar, they reiterate the 
rewmrnendatlon made in their previous 
repolts that a higher standard of esti- 
mating could be achieved by a closer 
liaison between the indenting and 
supplying Departments. 

In the opinion of the Committee, the 
budgetary control of the Defence 
Services Grants leaves much to be 
desired. It is obvious that the large 
savings have been occasioned by over- 
budgeting. Over-budgeting by one 
Ministry immobilizes sums of money 
which could be utilised for other 
important purposes by other Ministries. 

Another factor to which the Committee 
would like to draw attention is the rush 
of expenditure in the last month of the 
year. The Committee regret that the 
information desired by them in this 
connection to enable them to examine 
some important cases was not made 
available to them, as this could not be 
collected conveniently by the  ministry 
of Finance (Defencc) from the 
C.G.D.A. in respect of each work 
separately. The Committee desire that 
at the time of consideration of the 
Accounts of the Defence Servim 
each year they should be furnished with 
a statement showing the requisite 
details in respect of major construction 
works to enable them to examine this 
question. In the mean-time, the Corn 
mittee would reiterate the recommenda- 
tion made in their Nineteenth R t ' p o ~  
that paymcnts should be spread out 
evenly throughout the year as far as 
possible with a view to avoiding laxity 
of control because of rush. 

It is of paramount importance that the 
increase in Defencc outlay is put to the 
best possible use. The Committee 



in the past have come across instances 
of purchase of defective or unwanted 
stores involvinq loss or wasteful ex- 
penditure. Amin, there has been a 
number of cases cf infructuous ex- 
penditure by the Ordnance Factories 
as a result of tneir taking up manufa- 
cture of arms and ammunition which 
were either not required immediately 
or were beyond their capacity to 
manufacture. 

The Cornittee therefore desire that the 
Ministry of Finance (Defence) which 
performs a dual rc le &a. of treasury 
ccntrol and of financial advice, will 
address itself more effectively to the 
latter aspect with a view to ensuring 
that expenditure conforms not only 
to policy but also to well-laid standards 
of economy, efficiency and propriety 
in public finance. 

7 10 Defence (i) In the case referred to in para 8 of the 
Audit Report, 1956, the Cornminee 
view with strong disfavour revision of 
estimates when the works are nearing 
completion and they would suggest 
that in future any tendency to prepare 
the original estimates without proper 
and detailed planning should be severely 
dealt with. 

(iii Another feature in this case was the lack 
cf coordination between the building 
works, and services pertaining to 
them. 

Defence (iii) The Committee would like to draw 
attention to para 106 of their 19th 

A11 Ministries Report and reiterate their observation 
that the representatives of the Ministry 
should come fully briefed before the 
Commitfee and give correct information 
when,asked. 

8 13 Defence (i) In the case referred to in para g of the Audit 
Report, 1956, the Committee could 
hardly see any convincing reason for 
the decision to d d i r  the reduction in 

- ! - % j  



demand on the U.K., as obsolescent 
stores should under existing orders 
be utilised. 

(ii) The Ccmmi,-tee are surprised that no 
action was taken to reduce the bulk 
order placed on the D G O F  till Decern- 
ber, 1953 by which time, surplus com- 
ponents of the value of Rs. 1,68,ooo 
had been accumulated. 

(iii) This case is not the first instance where 
a bulk order was placed on the DGOF 
involving establishment of technique 
of production. The Committee have 
come across a number of such cases 
in the past, when bulk orders were 
accepted by the DGOF in respect of 
stores which have not been previously 
manufactured. In para 34 of their 
19th Report, they have recommended 
that in the interests of operational 
efficiency. all pending orders should be 
reviewed periodically with a view to 
reassessing the needs in the light of the 
latest trend both in techrique and 
demand. 

(iv) They would reiterate the necessity for 
such a review also in the interests of 
economy as during a short space 
of three years, the Committee have 
come across a number of such cases 
where for want of proper co-ordina- 
tion and organisat ion, infruauous 
expenditure of a very large magnitude 
had been incurred. 

The Conunittee were surprised to hear 
that the store sold to the foreign 
country was of the new type whle  
on the other l m d  it is urged that it was 
urgently required by the Army 
authorities for replaccmenr of old 
type. 

(v) Another interesting feature which the 
Chmmittee noticed in &is case U'BS the 
procedure adopted by the Defence - I_-.- - 



9 15 Defence 

authorities for declaring a store obsolete/ 
obsolescent. The Commi tee re- 
cognise that in technical field the 
opinion of the Chief of the G e n e d  
Staff should be accepted. But in the 
light of cases which the Committee 
have come across they feel that greater 
caution and closer scrutiny is needed 
in deciding upon both the necessity 
for and pace of replacement. The Com- 
mittee wou!$, therefore, urge upon 
both the Ministry of Defence and the 
Financial Adviser to exercise more 
vigilance while scrutinizing replacement 
so that available resources are not 
frittered aqay. 

The Committee are nct satisfied about 
the results of the provision reviews as 
large deficiencies turned into surpluses 
in the followins! review in the course of 
a period of one year. In their opinion 
the whole question requires a thorought 
examination to- 

(ij ensure that the basis of each 
review is itself sound and 
economic taking into account all 
reasonable reductions in 
requirements ; 

(3)  see that orders are placed abroad 
or on the D.G.O.F. only for 
the actual quantity required ; 

and 
(iii) secure immediate action for 

reducing the demand at- 
ready placed when a later 
provision review disclosa 
surplus. 

The Committae feel that thk, will go 
a long way in avoiding much of the 
mfntcnrou8 incunrd by 
the Ordnance-tiee. 



Defence (i) The Ministry assured the Committee 
that as a result of the measures taken 
cases of over-provisioning and infmc- 
tuous expenditure on materials and 
components would not arise in case of 
orders placed after February, 1953. The 
Committee feel that the working of the 
Ordnance Factories should be under a 
close and constant review. 

(ii) The Ministry have stated that the per- 
formance of the repaired store has not 
been found to be entirely satisfactory. 
The Committee do not appreciate 
how the suggestion to modify 
97,ooo numbers lying in stock was made 
by the user-service without any fore- 
thought. It is equally amazing how 
the D.G.O.F. carried out the modi- 
fication without testing the operational 
efficiency of the modified store. The 
Committee cannot but remark that the 
working of the Wings under the D.O.S. 
and the D.G.O.F. needs overhaul and 
reorganisation. 

Finance (i) In the case regarding over-provisioning 
@ef=w of stores referred to in para I I of the 

Audit Report, 1956, the Committee 
would l i e  to be informed of the action 
taken against the officers responsible 
for negligence in the Ministry of 
Finance (Defence). 

Defenal (ii) The Committee note that instructions 
Finana have been issued both by the Ministry 
(Defence) of Defena and Ministry of Finance 

(Defence) to avoid rrcurrcnce of such 
as=. 

Defma (i) The Committee are not convinced by the 
explanation given by the Ministry of 
Defence for treating the two indents 
placed on the purchase organisation 
for supply of cloth as opersrional. The 
Committee could not get any satisfarrwy 
answer why the Naval authorities did no 
draw up their pmvisioning progmmm 
in advance until the stores were amp- 
letcly exhausted and react to the chang- ( 

ed situation promptly Pffa the urgarcy 
disappe9rcd 



(ii) The Committee are surprised how the 
Naval authorities could fix the delivery 
period as a formight with all the pro- 
cess of inspection in respect of a store 
which was being procured for the 
first time from the local market and 
why it took the Technical Establish- 
ment 5 months to fix the specifica- 
tions. A realistic appraisal of the 
position would have avoided the pur- 
chase of the cloth in the present case 
at comparatively higher prices on the 
ground of urgency. The Committee 
would therefore desire : 

(i) that delivery periods in contracts 
should be fixed in a realistic 
manner allowing adequate time 
for inspection. 

(ii) that requirements should be 
planned and worked out in 
advance in the light of con- 
sumption and other data 
to obtain replacements before 
stocks are completely exhausted 
and to allow sufficient time for 
tender action. 

(iii) that the Naval Authorities 
should ensure that when de- 
mands are placed for purchases, 
etc. the requisite specifications 
are ready and are sent simul- 
taneously along with the 
indents. 

13 23 Defence The Committee would express their 
disapproval of the action of lhe Naval 
Store Officer in suggesting the 
name of a particular supplier to the 
Purchasing Organisation. They 
would like to be informed of the 
action taken against the officers held 
responsible in this case, as a result of 
the enquiry. 

14 25 DO (i) The Committee trust that the in- svucrions issued regarding cancdla- 
tion of orders placed on the D.G.O.F. 
in case drawings were not supplied 



within two months of placing the 
orders, would reduce the number 
of outstanding orders. They would 
also suggest that the real causes for 
bottlenecks at various stages in the 
procedure should be investigated and 
the procedure streamlined. In this 
connection they wouId invite attention 
to the recommendation of the Estimates 
Committee in para go of their 68th 
Report that the responsibility 
of various authorities including the 
Technical Development Directorate 
should also be pin-pointed for delays 
in the matter. 

(ii) The Committee feel concerned 
about the financial losses that arise 
from cancellation of orders at a late 
stage. The matter requires to be 
carefully considered before taking 
action to cancel the pending orders. 
Suspension of orders also indicates 
lack of proper planning and fore- 
thought on the part of indentors 
at the time of placing orders. The 
Committee are of the view that the 
present system of placing orders is 
inherently defective and needs im- 
provement. 

(iii) The Committee trust that the 
provision of technical stafi in the 
factories should improve the efficiency 
of the factories. They are, however, 
unable to appreciate the need for any 
additional technical staff at the Head- 
quarters of the D.G.O.F. for the 
same purpose. They would like to know 
the precise duties of such perS0Mti 
at the Headquarters where technical 
supenision at higher levels is already 
available. 

15  26 Defence (i) The Committee are glad to learn that 
to remedy lack of detailed planning 

and svstcmatic progressing of the 
orders placed on the D.G.O.F., the 
Ministry of Defence have accepted the 
recommendation of the Liaison Officer 



that forward planning should be 
carried out in respect of important 
i tem jointly by the D.G.O.F. and the 
Services. 

(ii) While they appreciate the steps taken 
to lay down a revised procedure for 
review of outstanding orders, they 
would also invite attention to the 
recommendation made in the para 95 of 
the 68th Report of the Estimates Com- 
mittee that progress reports should 
also specrfy the reasons for delay in 
execution of orders and the D.G.O.F. 
should see that these causes art 
removed as far as possible so that 
production could be expedited. These 
reports should also be scrutinised at 
half-yearly intervals by the Controller 
Gmeral of Defence Production and 
the Defence Production Board so as to 
enable them to initiate timely action. 

Defence (i) While the Committee appreciate that 
there might be in some cases real 

W.H. & S. difliculties in obtaining the require- 
ments of raw materials from suppliers, 
they consider that the delay in most 
cases would be due to lack of proper 
chasing up of the indents. In their 
opinion closer coordination and timely 
pursuit of indents with the Orpnisa- 
tion of the D.G.S. & D. would improve 
the situation considerably They also 
desire that the present procedure of 
processing of indcnta of the D.G.O.F. 
by the D.G.S. & D., I.S.D., London 
and I.S.M., Washington should be 
reviewed with a view to removing in- 
ordinate delays in supplies. 

I 8 28 Ddmce The Committee feel that it would be 
worthwhile to tap the various Depart- 
mental workshop factories for supply 
of stores against petty orden for tdc- 
printer qma, automobile rparca, 
Ctc. 



*9 30 Defence (i) The Committee would like to know about 
the disposal of completed stores, the 
surplus components and raw materials 
in the case referred to para rg of Audit 
Report, I 956. 

-Do- (ii) The Committee are not satisfied with the 
decision of the Defence h k n h r y  to 
continue production in this case at the 
high rate even after the emergency 
was over, merely to avold retrenchment 
of labour. For, in the present case, 
the Committee understand that a new 
type of store was under development 
which was expected to replace this 
item. In that case, the entire stock 
of the store which would last for 20 
years would become obsolescent. As 
years roll by, the operational efficiency 
of the store will also go down, leadug 
to heavy condemnation. Further, 
heavy expenditure will also be incurred 
on care and maintenance of stock. 
The Committee feel that this case 
requires a thorough investigation with a 
view to fixing responsibility. 

-Do- (i) This is yet another case where the 
fundamental prinaple of first establish- 
ing manufacnue of a new store by 
undertaking trial order before provi- 
sioning for bulk manufacnue, was 
ignored by the D.G.O.F. resulting in 
infmctuous expenditure on raw 
materials and surplus components. 

The Committee have commented on a 
number of similar cases involving 
infructuous expenditure. From a 
statement prepared by the Compaol- 
lu and Auditor General, the Committee 
obswe that such expenditure amounted 
to about Rs. 68 lakhs because the 
D.G.O.F. accepted bulk orders and 
wart ahead with bulk provisioning 
before establishing manufacture of the 
stores. The Committee regret to 
note that this practice has been a narmrl 
f a m e  of the workbg of the 
Ordnana Factories. --- - - -- - 



(ii) The  Comn ittee, fetl that it would 
be necessary to  define precisely what 
should constitute an "educational 
order" and what should be the quantity 
suitable for economic manufacture in 
such orders. For, there had been 
cases where bulk orders were treated 
as educational orders by the D.G.O.F. 
and raw materials were purchased for 
the bulk quantitv on the plea that 
sizeable quantities of raw materials 
would facilitate economc purchase. 
This might be true to some extent, 
but, at the same time, it is important 
not to ignore the fact that the expendi- 
ture would become infructuous if 
production were not subsequently es- 
tablished. The Committee deprecate 
the casual manner in which expenditure 
on purchase of raw materials was 
looked upon by the D.G.O.F. 

T h e  Comnlitt ee, therefore, recommended 
that the necessity of an educational 
order and its size should both be 
determined by the Ministry of Defence. 

3 I 34 Defence (i) The Committee desire that results of 
examinat~on carried out in respect of 
stores worth less than Rs. I lakh, 
should also be communicated to them. 

The  Committee recommend that with a 
view tc relieving congestion in the 
Ordnance Factories and Depots, a 
procedure should be evolved for carry- 
ing out regular reviews of unwanted 
stock in thr Ordnance Factc.ries and 
Depots. 

(ji) They also desire that the limit to the 
financial pcwers of' tk.e D.G.O.F. in 
incurring expenditure on the manu- 
facture of components for stock pur- 
pose should be fixed early. 

22 35 Do. (i) The  preceding paragraphs indicate that 
the administration and working of thc 
Ordnance Factories is far from satis- 

. - -  . - - - - - - . - -- % - - -  
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2 4 '17 Do 

23 3 8 Do - - - - -  
Communica- 
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factory. The Committee were in 
informed that as a result of the measures 
taken recently, the planning and pro- 
duction in the Ordnance Factories 
would be brought to a satisfactory 
level. They were also informed that 
a system of joint planning by D.G.O.F., 
Technical Development Authorities 
and Services had been evolved in 
order to remove the present bonle- 
necks. The Committee would be 
interested to be informed of the working 
of the revised procedure. 

(ii) The Committee would like to know the 
composition and the main recornmenda- 
tions of the Departmental Committee 
which was reviewing the whole pro- 
duction programme in the Ordnance 
Factories, and the action taken by 
Government thereon. 

The Committee suggest that the workshop 
capacity released in H.A.L. as a result 
of the closing down of the Bus Building 
section should be suitably utilised in 
other expansion schemes of the factory. 

The Committee are surprised that the 
H.A.L. should have allowed the dues 
of the order of Rs. r ,58 lakhs (as on 
31-3-56) to accumulate in this manner. 
For, its main cvstomer is the Ministry of 
Defence whose representative func- 
tioned as a Director on its Board of 
Management. Because of delay in 
settlement of claims by the hlinisuy, the 
H A L .  had to borrow from a Bank and 
pay interest therein. 

The Committee would suggest that a 
procedure should be evolved by the 
H.A.L. in consultation with the .Minis- 
try of Defence whereby payments of 
bills for services rendered or supplies 
made by it are made regularly and 
within a stipulated period. 

(i) The Committee consider it to be of the 
utmost importance that the capa- 
city of the factory should be f a y  
utilised. In the interest of both the 
I.A.F. and H.A.L., the latter would do 
well to examine the questions of 

----- - -1 



increasing their production and manu- 
facture of engines and airframes of the 
types selected by the I.A.F. to meet 
their growing requirements. The Com- 
mirtee would also like to know what 
progress is being made in each of the 
directions laid down in the Memoran- 
dum of Association of the H.A.L. 

Defence -- - - (ii) The Committee would suagest that the 
Communi- Ministries of Defence and Comrnuni- 

cation cations should work out their require- 
ments for 2-3 years in advance of the 
period of use to enable the factory to 
plan its production programme and 
phase it over a period. The Committee 
understand that certain suggestions in 
this behalf have been made to Govern- 
ment by the H.A.L. and they would 
like to know the final decision arrived 
at in the matter. 

Defence (iii) While the Committee welcome the 
gradual change-over to the production 
of aircrafts till its capacity is fully 
absorbed by manufacture of aero- 
engines or complete aircrafts, they 
would suggest that the H.A.L. should 
explore the possibilities of securing 
some overhaul work from some of the 
friendly neighbouring countries till 
such time as it is in a position to utilise 
its full capacity on the manufacturing 
side. 

Defence (iv) They would also suggest that its capaaty -- 
Communica- for overhaul and servicing etc. should be 
tions fully utilisad, scutab~y co-ordinatad and 

p l e d  with the Air India International. 
Airlines Corporation and I.A.F. in- 
ternal facilities, for such purposes to 
avoid over-lappmg in the interest of 
economy and efficiency. 

Defence (v) The Committee suggest that the manu- 
facnue of cheaper trainer aircraft by 
the H. A. L. should be investigated 
in order to cater to thc growing nctxta af 
Fllyins Clubs in the country. 

- --. 
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39 43 Defence 
Communica- 

The desirability of supplying H.T. 2 ait- 
craft to Flying Clubs on instalment 
basis should also be considered by the 
H.A.L. as i t  will facilitate more sales 
and make people more air-minded in 
the country. 

(vi) The Committee would like to know in 
due course the progress made in the 
execution of some of the projects for 
manufacture of m a i n  types of aitcrafr 
and engines. 

The Committee would like to have 
comparative statement of the of 
the Integral Rail Coaches to be maaufao 
t u r d  by the H.A.L. and the Integral 
Coach Factory, Perarnbur (Madras.) 

The Committee would suggest that the 
H.A. L. should consider the feasibility 
of implementation of their suggestion 
regarding the desirability of standardis- 
ing; the types and designs of aircrafb 
required for internal feeder services. 

T h e  Committee find that the HAL.  
have not so far taken any concrete steps 
to prepare a detailed annual report on 
the working of its various Branches fm 
being made available to Members of 
Parliament as recommended by than 
in Para 41 of their 14th Report. They 
would, therefore, reiterate their 
earlier retnmmendation in this behalf 
and desire that the H.A. L. should make 
an early start in this direction. 

It is apparent that the decision of Govern- 
ment to enter into an agreement with 
the French firm was arrived at &a 
crdd amsideration. If so, the Corn- 
mittce think, it is idle to suggest now 
(after half the period of ooawct has 
mud by) the wtr Services utn 
averse to purchase the equipmeat 
mrnufaauted by B.E.L. because d 
their UnfPmilirvity e t r  Such 
attitude, if it is . I I d  to coothut, 
W i l ~ ~ p r o d Y e t i r m  +edsmtbu  

-- 



if not kill, the incentive to produce.. 
The Committee are, thercfore, very 
much concerned that the capacity OF 
the factory should be put to the best 
possible use and to this end, the Govern-. 
ment, the user Services and the B.E.L.. 
should address themselves earnestly. 

Defence The Committee like to add here that this 
is not the first case of its kind where 
Government , could not utilisc the 
installed capacity of a factory fully. 
Similar is the case of the Machine Tools 
Prototype Factory at Ambemath. 
They trust that the Ministr). will profit 
by these experiences. 

30 45 Defence (i) In retrospect, the conclusion is irrc~isti- 
ble that the production programmes 
have not been well-planned in  the 
Project Report; nor have they been 
property scrutinised by th: Technicid 
Directorate in the Ministr).. Ir is 
not knoun uhcrher attention was paid 
to the suggestion of the Technical 
sub-Committee regarding some changes. 
in the production schedule of H.E.L.  
either at the time of finalking the  
contract or while modifying thc pro- 
duction schedules subsequently. Un- 
doubtedly the initial set-backs tncoun- 
tered by H.E. I... in estnblidiing pro- 
duction were due to pecdck of pcrsltive , 
in planning produclion. The emphasis 
on thc development aspcct wa, more 
than i t  ought to be . In a nc\v vcnturc 
like the electronic inciustr!.. a better 
and more prudent course ivould have 
been 10 start production of types of 
equipment already in use (and thercforc 
acceptable to users without rnodifiations- 
and elaborate tests and trials) and then 
switch over to new types graduallj.. 

(ii) Of the three types of wireless sctv requi- 
red for the Defence Services, production 
in r wo cues. is not expected to commence 
earlier than 1959 and 1963 respectively, 
while in the third, development work 
has b m  stopped. The Commitrcc 



would, therefore, suggest that production 
of less complicated q u i p m a t s  should 
now be taken up by B.E.L. so as to 
utilise the idle capacity for the inter- 
vening period. Had this been done 
much earlier, the R.E.L. would have 
gone into production years before and 
would have saved the much needed 
foreign exchange. With a view to 
examine this aspect in greater detail, 
the Committee &led for a note stating 
the value of various equipments im- 
ported by the Defence Services which 
could have been manufactured by the 
B.E.L. had the original schedule of 
production been adhered to. The 
information is still awaited. 

(iii) Though the performance of the B.E.L. 
was disappointing so far as the require- 
ments of the Defence Services were con- 
cerned, the factory has manufactured 
elecxonic equipments for civil users 
like Railways, Police, A.I.R. and Civil 
Aviation Department. The Committee 
were assured that with the setting up of 
the Radio and Cable Control Board, 
the manufacturing capacity of the 
B.E.L. would be f u l l  utilised by the 
Government D~qmrtments, fbr the B o d  
scrutinises the indents of the user 
department for the import of electronic 
equipments which could be undertaken 
by the B.E.L. were they so ciirecrcd. 
The Committee would like to know how 
far the present production of equip- 
ments required for civilian use has en- 
abled the company to utilise its capaciq 
and would also like to he informed of the 
effect of the setting up of the Radio md 
Cuhle Control Board on thr future 
utilisation of the capa~ity. 

3 1 46 Defmcc The Committee consider that as a factory 
run on business principles, B. E. L. 
should have an &dent Sales 
Depanmcnt. This Department should 
be manned by cornpetem technical 
officers who will oontact the 
user Departments with a view to as=- 
raining their future quirerntnts md -- -.- - 



thus enable B.E.L. to plan ahead the 
production programme. Officers of 
this Department may also be sent 
abroad periodically to visit the French 
firm to select the items of equipmat 
produced by that firm which will be 
acceptable to users here for manufacture 
at B.E.L. Similarly, they may also 
select other equipments to manufacture 
under licence in B.E.L. 

In fact the Cornmittee understand that 
a delegation of experts headed by an 
officer of the Defence Ministry toured 
the U.K. on a similar assignment and 
have selected a number of such items. 
It is reported that their report is under 
the consideration of Government. The 
Committee trust that speedy action 
will be taken on this report and the pro- 
duction schedule of B.E.L. drawn up 
quickly. 

32 47 Defence (i) The Committee were informed that B.E.L' 
had already s p t  Rs. 20 lakhs on the 
machinery and building in connection 
with establishing valve production, 
while the machinery required for the 
complete project was estimated to be 
worth Rs. 25 Iakhs. In these circurn- 
stances, the Committee considered that 
the obvious choice is the publjc sector. 
The  Committee would, therefore, urge 
that the negotiations with the other 
company in this behalf should bt 
finalised without any further delay and 
production of valves started by the 
B.E.L. 

(ii) One important question which the Com- 
mittee understand is being considered 
by the Defence Ministry in this regard 
icr how far the mtcring into the liceslbing 
apemcnts with other firms for valves 
would affect the obligationa of Govcm- 
meat unda the terms of their agreement . 
with the C.S.F. the Freoch &rm as this 
~ O U l d t t T t c t t h e f u U u t i l i s o t i o a d ~  



Electronics Ltd.'s capacity with and 
without the assistance of the C.S.F. 
The Committee would like to be in- 
formed of the final decision on this 
point and of the progress made in this 
matter of undertaking manufacture of 
valves in Bharat Electronics Ltd. 
before they next take up examination of 
the accounts of the company. 

33 48 Defence (i) The Committee understand that Audit have already suggested that the review 
of under or over-recovered overheads 
should be quarterly, and on the basis 
of such review, the rate of overheads for 
the subsequent period should be 
suitably adjusted with a view to avoiding 
the ncessity of reopening all the c l o d  
work orders at the end of the year for 
teallocation of the under or over- 
recovered overheads. The Committee 
desire that the suggestion should be 
examined by the B.E.L. and the Com- 
mittee informed, in due course, how the 
change suggested by Audit has worked: 

(ii) The Committee should be informed as 
to the manner in whch the amount of 
loss of the order of Rs. 20.57 lakhs 
in respect of 147 sets of transmitters 
and 314 sets of receivers is propastxi 
to be finally adjusted. 

34 49 Do. At present, with the major part of B.E.L.3 
capacity lying unurilised, the overhead 
costs are &sproprt~onately high. A 
son of weighted overhead is being 
charged on the equipments manufac- 
tured at present. The Cornminee 
were given to understand that this 
was inentable iind with the tempo 
of production rising, the element of 
overheads in costs will decrease oter 
a period of years. While the Commit* 
appmlate this, they are of the klew that 
the B.E.L. should devise effective 
measures to guard agamst extravagana 
and allocating too much overhead on its 
pnxhuxs whch mght nsult ia - -_ ._ _--- .-- - - - - - - - - - - - - -  ---- - - ^  --- - _ 



"pricing itsetf out of the market." 
With this object in view, the B.E.L. 
should scrutinisc its overhead costs 
periodically and see that its costs are 
comparable, if not competitive, with 
imported equipments. 

3.5 51 Defence The Committee regret to observe that - store-accounting and storekeeping 
Finance continues to be in an unsatisfactor~ 
(Defence) condition, and even after completion of 

the Re-organisation Scheme. no 
perceptible improvement has been 
noticed. They would therefore reiterate 
their oft-repeated observations that 
unless the quantity and location of 
stores are k n w n  with reasonable 
accuracy, full operational efficiency 
of the Services cannot be attained. They 
desire that the surprise check of the 
physical stock by the C.G.D.A. should 
be introduced in respect of the items 
where large surpluses and deficiencies 
have been noticed. 

36 55 Defence (i) 'I he Committee regrct to observe that so 
long after the end of' the War, the store 
kcepinc was allowed to remain in such a 
chaotic state in the Air Force Depots. 
In their opinion the situation warrantcd 
much earlier action to screen the old 
\rocks with a view to determining their 
usability and disposing of obsolete and 
unwanted items. Whilc the (:om- 
mittee appreciate that the p r w n  pro- 
cedure is designed to ensure that stocAs 
which might be required in futurc should 
not be declared surplus, ~f Lve consider 
that on a long term point of view it 
would be more economical to dispose of 
stores of doubtful usability and resort 
to purchases if and when, the necessity 
actually arises in futurc. 

(~i )  The  Committee would like to know tn due 
course the value of storcs declared 
'inactive' and progress made in their 
disposal. 

3 7 5 6 Defence 'The Committee desire that the outstanding 
rcnt recoveries in respect of the Defence 

- - Services Buildings should bc reduced - ----. - - 



9 57 Defence .. . - 
Finance 9 
(Defence) 

Do. 

62 Defence 
Fiiance 
(Defence) 

considerably. The Cornminee would 
like to know the progress made in the 
matter of adjustments or recoveries 
made. 

The Committee are amazed at the explana- 
tion of the C.G.D.A. for restricting the 
rent recovery from the allottee to 10 
percent of her pay. How could the 
Command Controller overlook the f m  
that the allotment in this case was made 
on the personal undertaking of the lady 
clerk to pay the assessed rent? The 
Committee are distressed to note that 
Finance also should have chosen to act 
in this manner. The Committee desire 
that with a view to avoid such irreguhr- 
ities in future necessary instructions 
should be issued to ensure that no higher 
accommodation is allotted to Govern- 
ment servants than is warranted by 
their status but that if in any case such 
higher accommodation is actually al- 
lotted to them at their own request, full 
assessed rent should be recovered. The 
Committee understand that in the case 
of civil departments such a position is 
already laid down by rules and they do 
not see any reasons why the same princi- 
ples should not be followed in i x e s  of 
this type. 

T h e  Committee understand from Audit 
that although under the standing orders 
it was the duty of the Accounts Officer 
to furnish half yearly basic costs of 
manufacture of all stores of the type 
in question, the Accounts Officer atta- 
ched to the Ordnance Factory failed 
to comply with the instructions and 
that the case was under investigation. 
It is obvious that in this case the loss 
was not due to any defect in the pro- 
cedure but due to fnilure to follow the 
correct procedure. The Cornminee 
would like to be informed of the dis- 
ciplinary action taken against the delin- 
quents. 

The Committee feel that the system of 
placing orders for various items whether 
issued to users direct or through M- 



ctrs' Shops is defective inasmuch as the- 
estimated cost of manufacture is not 
made known or ascertained by the in- 
dentor. They desire that the Ministry- 
of Defence in consultation with the 
Ministry of Finance Defence) should, 
revise the procedure forthwith. 

0 

40 63 Defence T h e  Committee would like to watch the, 
results of the implementation of the te- 
vised procedure regarding publication of ' 
the payment issue rate. 

The Committee had commented in their 
Nineteenth Report also on delays im 
the publication of correct issue rates. 
They would, therefore, urge that such 
cases should be investigated thoroughly 
and serious notice taken of such lapses. 

Do. The Committee are not happy about the. 
inordinate delay in repairing the tractors 
in this case which resulted not only inl 
extra expenditure on manual labour, but 
also loss of efficiency. They would 
like to be informed in due course of the 
progress made in repair work. They 
would also like a statement for each 
Depot to be furnished to the Committee 
duly vetted by Audit showing the num- 
ber of vacancies existent during the 
period of irrcgulanty in the authorised 
establishment of fitters and fitter-mates 
and the number of surplus drivers 
utilkd in lieu and how far the employ- 
ment of drivers in lieu of fitters and 
fitter-mates is feasible and jusrified from 
the point of view of cfKciency and e m  
nomy. 

Do. (i) The Committee think that the whole 
vansaction was ill-planned and ill- 
mnceived. They endorse the view of 
Audit that the infmctuous ~(pauiiturc 
could have been avoided if the opera- 
tion had been well-timed. It is sur- 
prising that the most favourable pan 
of the yeat for this operation should 
have bcen unknown to the Ddcaot 
authorities who have been dumping 
ammunition for quite a number of yam, -- - ----- - 



The Committee also take a serious view 
of the manner ia which the Ernbarka- 
tion Commandant failed to take the 
ordinary precaution of verifying the 
antecedents and proven ability of the 
contractor to undertake the work in 
consultation with the D.G., Shipping, 
before the contract was given. In their 
opinion, the case calls for disciplinary 
action against the officers responsible 
for negligence of their duty. The Com- 
mittee would also like to know in due 
course the final ourcome of the arbitra- 
tion pmaechgs  in this case. 

Ddence (ii) The Committee trust that necessary ab-. 
minisvative instructions with regard to 
dumping operations when issued would 
prevent recurrence of nugatary 
expenditure in future. 

Defence (iii) The Committee note that the M i n i m  of 
WTRXS. 

Law 

44 70 Do. 

45 71 Defence -- 
Finana 

Ddence propose to evolve, in c o d t a -  
tion with the Ministries of Works, 
Housing and Supply and Law, suitabk 
terms of contracts to be applicable in 
the such cases with a view to enforcing - 
deterrent penalties 8gainst defaulting 
contractors and also to increase amounts 
of security. The C o w  would like 
to be informed of the final decision 
arrived at in the matter. 

The Committee would like to have a 
funher repn regarding the recoveries 
made, from the State Governments in 
respect of the surveys of the two pons. 
which work out to be Rs. 9 lakhs. 

The Committee rec-mmend that in each 
w e  the final action taken on their re- 
commendations should be expedited. 

The Coplmittee desire that in order to 
enable them to have a proper appreciation 
ofthe position with regard to advance 
paqment made to the U.K. Government 
for purchase of stores for shon and long 
term deliveries they should be fbrnished 
with the statement showing the details 
of outstanding adv- as on 30th 



June, 1957, the orders to which they 
relate, the date on which the orders 
were placed and the progress of supply 
against these orders. 

The Committee would suggest that the 
Government of India should also con- 
sider the question of demanding advance 
payments whenever bulk orders for stores 
are placed on them by other countries. 

46 73 Defence The Committee wonder how the Defence 
W.H.& S. authorities (indentor) could acquiesce in 

the view that the asbestos cement sheets 
required by the Defence authorities 
would have been accepted even with 
changed specifications. The Committee 
are of the view that the D.G., I.S.D., 
London had failed in his duty in not 
getting the prior consent of the indentor 
before placing orders for stores of the 
changed specifications. They desire 
that in future prior concurrence of 
the indentor should invariably be taken 
by the Supply Wing in cases where the 
original specifications are changed for 
any reason. 

47 73 E Dcfencc 'The Committee are given to understand 
that it is proposed to allow the Canteen 
Stores Department (India) to function 
as at present and to finance it from a 
Fund outside the Consolidated Fund 
of India but within the Public Accounts. 
The Cnmminee are of the view that the 
position will still be extremely anoma- 
lous and would therefore recornmcnd that 
the question of placing the Organisation 
on a statutory basis as s corporate body 
under an Act of Parliament should be 
further considered. 

48 75 Defence (ij It appears that a proper enquiry into the 
W:H~X case relatinq to the purchase of aviarion 

stores referred to in para 33 of the 9th 
Repon of the P.A.C. was not instituted. 
The Committee feel that the Chuollcr 
of Supply Branch in the India Store 
Department who was rtsponsiblc for . . cenain adrmrwnrative l a m ,  hae been 
let off lightly. 



76 Defence ( i i )  As observed by the last Cornminee, the 
H. & S. method of procurement of stores followed 

in this case was unbusinesslike. The 
Committee consider the practice 
followed by the Air Adviser in suggesting 
the name of possible supplies as highly 
irregular and desire that this practice 
should be stopped. 

(iii) The Comminee have been assured by the 
Ministry of Works, Housing and Supply 
that the review of the procedure re- 
garding payments on 'understanding' 
was in progress to see whether its conti- 
nuance was in the interest of the Go- 
vernment. The Comminee would 
await the results of the review. 

.49 77 Defence (ij 'The Committee are not convinced that 
the reasons given by the Ministr). of 
Defence for excessive rates for daily 
wages paid to labour in Southern Com- 
mand justified variation between the 
rates of wages paid by the Defence 
authorities and the local P.WT.D. etc. 
to the tune of 259; .  

(ii) .l'he Committee truqt fhat with the i>.;ut. of 
instructions b!. the . \I inistp of Defcncc 
in D:.cembr.r, 1956 rhcre ir.oulJ. not be 
such variations in future lxtu.et.n the 
rates of wages paid b!. the \wious 
Defencc rlruthorities and the local 
IJ.\X'.I>. rates at any place. T h q  desire 
that similar rcviews c~f wages paid by 
thc 1)efcnlu authorities zis-u-z.15 rates 
fised by the locd Go~wnmenrs, Kailwiv 
ctc. ~hi~ulci be canied out in othcr 
Commands also. 

110. *l'hc Committee fed that had action bcen 
taken earlier to salvage the wsr-time 
installed tanks for reserve storage fur 
nmhmical trsuvqxv-t fuel, the number 
of sorviceablz t-mks wc~uld have been 
more. They would like ti, h31.i. funher 
information on the fallowing points:- 

(a) Has the survey of the ranks located 
at dl the airfields and stations been -- 



completed ? If so, what was the 
total number of tanks available and 
number of those in serviceable con- 
dition? Figures in respect of 
above-ground and underground 
tanks to be given separately. 

(b) whether all the surplus tanks on 
non-requisitioned land were un- 
serviceable. If not, the reasons 
leading to the decision to dispose 
them of in situ. 

Defglce (i) The Committee regret to observe that 
the punishment meted out to the officers 
responsible for not communicating t o  
the War Office the precise specifications 
of the store required by the Defene 
Ministry in the case referred to in para 
29 to 30 of the 19th Report of the P.A.C., 
is inadequate and not commensurate 
with the gravity of the lapse involved- 
They would like to know whether a 
proper enquiry was held in the matter 
for fixing responsibility in this case. 

(ii) The Committee feel that this a a case where 
the question of refund of at least the 
amount representing the cost of 
entire stock found unserviceable should 
be taken up with the supplier. 

Do. (i) The C'rnminee do not accept the explana- 
tion given by the Ministry of Defence 
for the purchase of 4 x z  vchicles to meet 
the deficiency of 4 xq vehicles, as ad- 
mittedly q vehicles could not take 
the place of 4 X q  vehicles. They 
were told in evidence that the firm 
in question werc given these orders for 
4 x 2 vehicles to enable them to take u p  
manufacture of 4 xq vehicles in due 
course. The Committee would like 

- .- .-- 



to be informed whether the manuf&ctWC 
of 4 x 4 vehicles has since been estab- 
lished by the two firms. 

(ii) The Committee also desire to be informed 
how the deficiency of 8124 of 4 X 4  
type in 1951-52 was reduced to 
3,071 in 1932-53 when no fresh pur- 
chases of the 4 x 4 type were made. 

(iii) With regard to the procedure for discard 
and condemnation of vehicles for dis- 
posal, the Committee would like to be 
informed whether any system exists 
in the Army for calculating the rate of 
depreciation of the vehicles with a view 
to fixing their book value at the time of 
disposal and also rhe period dter which 
a vehicle is normally declared for dis- 
posal. 

(iv) The Committee also desire to h o w  
whether there are any instructions as to 
which panicuiar parts are to be re- 
trieved from different types of vehicles 
before their disposal, having regard to 
their not losing re-sale value and whether 
proper account of the retrieved pans 
is kept by the appropriate authorities. 

5 3 8 I Defence The Committee would like to know the 
average number of vehicles that are 
required to be repaired per year ; the 
period expected to be taken to overhaul 
the backlog of 3 r,ooo vehicles and those 
sentenced as repairable subsequently. 
They should also be informed 
of the improvement eff i ted in the 
overhauling capacity of workshops and 
of other measures, if any, taken to step 
up progress of rtpairs of vehicles. 

Do. (i) In the case rdrting to the i a f i u m  
expenditure due to crmcellrtios of r 
h m n d  referred to in pans 47-53 of 
the 19th Rtport of the PAC. the Cam- 
mince rue surprised that the D.G.O.F. 
should have p d c d  with the orda 
on the basis of a casual 'enquiry' fiom r 
foreign country for 5 w o o  numbtn of 
the store. 



83 Defence (ii) As regards the system of provisioning of 
stores, the Ministry of Defence hold the 
the view that the present system of 
provision reviews is generally compre- 
hensive and is not in need of a whole- 
sale revision. 

The Committee regret to observe that 
the large number of cases of 
defective provisioning brought to tight 
in successive years do not sup- 
port the Ministry's contention. The  
Committee would, therefore reiterate 
that the matter requires a more detailed 
examination with a view to improving 
the method of provisioning. Over- 
provision leads to heavy accumulation 
of stock for long periods affecting the 
operational efficiency of stores and heavy 
expenditure on their care and 
maintenance. They would Like to invite 
attention to para 15 of this Report also. 

Do. The Committee observe that the 
disciplinary action taken in the case 
re : acquisition of unwanted stores 
referred to in para 55 of 
their 19th Repon has been confined to 
the lower staff only. They feel that 
the responsibility of higher officers 
should also be fixed. 

Do. (ii) The  Committee would like to 
suggmt that the Ordnancc factories 
\hould also open show rooms in 
important cities in the country with 
a view to giving wider publicity to 
their civilian products. The Corn- 
mittee, are however, of the opinion that 
thc expenditure incurred on the Sales 
Orgarmation should not be incommen- 
surate with the sale proceeds from civil 
trade. They would like to know 
the progress made in the appointment 
of the sales expen and increase d m c d  
to securing orders from the civil tnrdc. 

Do. (ii) The Committee are of the opinion that 
with a view to utilbing the idle capacity 
of the Ordnance Factories, a review of 
the requirements of the private trade 
and Government Departments 1 for 
itans of civil use should be undertaken . 



The  Committee would like to know the .  
steps taken to secure orders from private 
trade and Government Departments . 
and the value of o r d m  executed for t h e .  
Government Departments and private , 

trade for civilian items during t h e  
last three years, year-wise. 

57 87 Defence 

Do. 

1'0. 
W.H.&S. --- 
All other 

Aiinisterics 

In the Committee's opinion the linking 
of invoices with packing accounts re- 
lating to stores purchased in the U.K. 
for the current years should have been 
done simultaneously. They feel that 
delay in the completion of this work is 
fraught with dangers and, therefore, they 
would like to be informed of the pro- 
cedure followed in linking of invoices 
in the case of srores purchased from 
other countries and quantum of arrears. 
if any. 

tn the opinion of the Committee the 
punishment meted out to the ufflcers 
responsible in the two cases (i) D i s p d  
of blankets and (ii) Delay in publication 
of payment issue vote referred to in 
paras 84-86 and 87-89 respectively of 
their 19th Report. \\as grossly 
madequate. 

The  Committee rcgrct thdr cornplcte 
faas  were not brought to the nc\ti~~ of 
the Comrnlttce of i 95-5-56, regard~ng 
the case referred to in parah 90-100 
of thcir 19th Reprt-Ex---crarta 
pa!-ment to d private firm. 'They 
des~re that in future all relrbant and 
complete facts should ~nvarldhly be 
p laed  bcfire them either cfurlng the 
course of evidcnc~ or through notes! 
memoranda submitted to t h m  sutwt-  
qucnrh . 

In the present cme, the Committee 
are nut still convinc~d that 
the payment of sales tax was legi- 
timately due to the firm in resptvt of the 
first contract as there was no dcrcnct 
to sales-tax in the firm's offer, They 
art  also not sure whether them uos any 



Defence 

case for payment on grounds of equity 
as payment on grounds of equity will 
arise only in the case of proved loss to 
the firm in the deal. 

They regret that although a period of 6 
months has elapsed, the Ministry of 
Defence have not furnished to them the 
information desired by them regarding 
the claim of refund of sales tax in respect 
of the jeeps moved out of Bombay after 
their purchase. The Committee are, 
therefore, obliged to defer their further 
comments on the merits of the case. 

60 go Defence The Committee had expressed a desire 
that due priority should be given to 
provide accommodation for stores which 
were lying in the open for many 
y a s .  They would like to watch the 
progress made in the matter. 




