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CORRIGENDA
to

The Sixth Report of the Public Accounts Committee
on the Appropriation Accounts (Defence Services)
19%4-55 and Audit Report 1956. ~ Vol. 1 Report.

Contents Page, under heading Appendix: for ‘emmary’ read
‘Summary’

Page (iif), para 5, line 2: for ‘notes memoranda’ read hotes/
memoranda’

Page 1, 1st Trble, under Column Actual Expenditure, line 2:
for 0.4 read .04

Page 6, line 2: for ‘severally’ read “severely’

Para 11, line 4 from bottom: for ‘Engineeringin-Chief’
read ‘Engineer-in-Chief

Page 8, line 20- for ‘absolescent’ read ‘obsolescent’

line 83. for ‘'way or replacement’ read ‘way of replace-
ment’

Page 11, line 3. for ‘basis or each review’ read ‘basis of each
‘review’

line 22: delete ‘the’ after ‘shows’
Page 28, para 85, line 4: for ‘manafacture’ read ‘wanufactured’
Page 26, Table: for ‘Profit (+)—Loss(-)' read Profitl+) Loss(-)’
Page 39. line 8: for ‘Committee’ read ‘the Committee’
Page 47, para 69, line 2: for ‘shipe’ read ‘ship’
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Page 50, line 7 & 8: underiine the portion: ‘s proper enquiry
shal]l be instituted against him as provided under
the rules’

Page 61, under heading witnesses: for ‘Shri P. N. Verma’' read
‘Shri B.N. Varma’

Page 62: for ‘Mej. Gen. Harkirat Singh’ read ‘Maj. Gen. Harkirat
Singh’

Page 65, line 1. for ‘representatives’ read ‘representative’
Page 69. para 106, line 2° for 'additoins’ raa;i ‘additions’
Page 74, Para 120: delete ‘of at the end of line 4

line 12: for ‘mins’ read ‘minus’

Page 79, para 127. line 3. for ‘Rs 385 54crores’ read ‘Rs. 85.54
crores’ and for ‘Rs. 39 29' read ‘Rs.39 29’

Page 89. para 146, line 9 for entered’ read “entirely’

Page 98, line 7. for 'PRESENT’ read ‘Members'

Page 110, Sl. No 2, Col 4. line 6 for 'Umit’ read ‘limite’
Page 114, SI. No. 9, Col 4, line § for ‘thorought read ‘thorough’
Page 115 Sl. No 12, Col 4, Line 7. for no' read ‘not’

Page 119, SI No. 19, Col 4. line 4 for ‘referred to para 18’
read ‘referred to in para 15’

Page 121, SI No. 24, Col. 4 last line: for "therein’ read ‘thereon’

Page 122, Sl No. 25. Column 4, snb-para (V). line §: for ‘Alrlines
Corporation’ read ‘Indian Airlines Corporation’

Page 124, SI. No 90, Col. 4, Line 16 for ‘pecack of persitive’
read ‘Lackof perspective’
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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 this 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 thercon namely Ninth, Fourteenth and Nineteenth
Reports. The Sub-Committee held six sittingsson the 12th,
14th, 17th, 27th and 29th August, 1957. The observations made
by the Sub-Committee have been embodied in Chapter VII
dealing with Outstanding Recommendations.

6. The working of Ordnance 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 cannot be
established though in the meantime large quantities of raw mater-
ials have been imported and accumulated. Besides causing large
amount of infructuous expenditure such a situation leads to in-
efficiency and waste. Provisioning and storing of huge quantities
of raw miterials without having established production of any

(iii)



(iv)

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 successfully should they provision for bulk

production.

The Defence Munistry have now accepted this position.
It is however surprising that the Ministry 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 detence expenditure which stood at Rs. 186 crores in
1950-5I is estimated to rise to Rs. 305 crores in 1958-59, 1. e.
by nearly 64°/, during the period of last 8 years. The Committee,
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 Limits the country’s
foreign exchange position can afford, it is more than ever essentia!
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 carefully by the Government.

7. A statement showing the summary of the principal re-
commendations/observations of the Committee is also appended to

the Report (Appendix).

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

T. N. SINGH,

New DeLHI; Chairman,
The 18th April, 1958. Public Accounts Committee.
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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)

Qriginal  Final Actual
Grant & Grant& Expendi-
Appro- Appro- diture
priation  priation

Total expenditure met from Revenue.

(Voted) . . . . . . . 2,23,47 2,23.47 2,06,79
(Charged) . . . . . . - 06 -0b 04
Total expenditure met from Capital

(Voted) . . ) . . . . 20,05 20,05 11.76

Charged) . . .. .. ..

GRrAND ToTtAL

(VOTED) . . . . . . 2.43,52 2,43,52 2,18,55
. . . - 06 - 06 ‘04

(CHARGED)

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
grants as compared with the previous years.

(In lakhs of rupees)
Final Savings Percen-
Year Grant tage of
savings
1950-51 . . . . . . . 2,03,10 17,08 8.4
1951-82 . . . . . . . 2,17,28 20,83 96
1952~53 . . . . . . . 2,33,66 as, st 10°9
1953-54 . . . . . . . 2,37.97 25,00 10° %

195435 . . . . . . . 243,53 2497 10-25




Saving over Voted Grants:

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 corresponding percentages in
1962-53 and 1953-54 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.
Non-surrender of savings:

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 abnormally high, being 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. 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 non-payment of final 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 34 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 results of this change

through future Audit Reports.

6. The Committee note that non-procurement of stores to the
extent anticipated continued to be an important factor responsible
for substantial lapse of appropriations. While the Committee appre-
ciate that certain practical difficulties might be unavoidable in esti-
mating accurately the supplies which will materialise during the
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cloging months of the financial year, they reiterate the recommenda-
tion made in their previous reports that a higher standard of estimat-
ing 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 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 would like to draw
attention is the rush of exrpenditure in the last month 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 be furnished with the following information
separately, in respect of such works: —

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

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

(iii) Date of sanction tn expenditure, administrative approval,
expenditure 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 Finance (Defence) from the Controller General of
Defence Accounts in respect of each work separately. The Com-
mittee desire that at the time 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 major construction works
to enable them to examine this question. In the meantime, the
Committee would reiterale the recommendation made in their
Nineteenth Report that payments should be spread out evenly
throughout the year as far as possible with a view to avoiding laxity
of control because of rush.
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8. The Committee would like to refer to another important factor
in 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
unwanted 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
or 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 the Ministry of Finance (Defence),
which performs a dual role viz., of treasury control and of financial
advice, will address itself more effectively to the latter aspect with
a view to ensuring that exrpenditure conforms not only to policy but
also to well-laid standards of economy, efficiency and propriety in
public finance.
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WORKS EXPENDITURE
Para 8—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-
ernment 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. 51
lakhs. The administrative approval for the revised estimate was
accorded by Government in May, 1954. In a note (Appendix II)
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 for the
services viz.,, drains, roads and foot-paths while seeking the adminis-
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



suggest that in future any tendency to prepare the original estimates
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 ecase was the lack of coordination
between the building works, and services pertaining to them. In
evidence, the Committee were informed by the Defence 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 services 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.

*Simce received.
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PURCHASE OF STORES
*Para 3-—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 Staff 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 UK. 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: —

Date of provision review

Surplus
15t October, 1954 430
31st March, 1956 169
1st October, 1956 35

The annual requirement of this store was only 45 numbers. Therefore,
had action been taken earlier in 1951 to reduce the demands on the
UK.|ID.G.OF. the surplus could have been avoided.

*Sec also Appendix III.
7



During the course of evidence, the Committee were informed that
the orders for the new type of store were placed on the UK. and on
the Director General of Ordnance Factories with a view to replacing
eompletely 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
Army. 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
defer the reduction in demand on the U.K. as absolescent stores
should under existing orders be utilised. They have been given to
understand that the supplies by the D.G.O.F. have not materialised
so far. The Committee are surprised that no action was taken to
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 above case is not the first instance where a bulk order was
placed on the D.G.O.F. involving establishment of technique of pro-
duction. The Committee have come across a number of such cases
in the past where bulk orders were accepted by the D.G.O.F. in res-
pect 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 technique and demand. They would reiterate the
necessity for such a review also in the interests of economy as during
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a short space of three years, the Committee have come across a num-
ber of such cases where for want of proper co-ordination and organi-
zation, infructuous expenditure of a very large magnitude had been
incurred.

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 technical
field the opinion of the Chief of the General Staff should be accepted.
But in the light of cases which the Committee have come across 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 Ministry of Defence and the
Financial Adviser to exercise more 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 February, 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 1Ist 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.OF. 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-
try of Defence have stated that the provision review as on 24th Feb-
ruary, 1831, which included an operational requirement of 244,080,
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disclosed a deficiency of 2,20,280 but a demand of 145,000 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 Staff
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.OF. in 1949 and 1951 respectively, 23,000 were cancelled;
32,000 numbers remained suspended, about 90,000 had been supplied
by the D.G.OF. and 11,000 had yet to be supplied. The qu2stion 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: :

-

Cost of stores rendered surplus on account of the cancellation

of the order by 23,000 . . . . Rs. 3,08.743
Cost of stores rendered surplus due to reduction in Order by
32,000 °* . . . . . . . Rs. 15,85,318
ToTtAL . . . Rs. 18,094,061

The Committee are not satisfied with the results of the provi-
sion reviews referred to above. Large deficiencies turned into
surpluses in the following review in the course of a period of a
year. They have not been convinced by the explanation advanced
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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 expenditure incurred by the Ordnance Factories.

This case also revealed the unplanned manner in which raw
materials 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 yet to be established, but, the date
of delivery of the materials was not indicated. Actually the raw
materials were received by July 1854 in 9—10 different shipments
i.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 wunder which the organisation of D.G.O.F.
works.

Para 10(b)—Accumulation of surplus materials 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 manufacture 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 unmodified
type of this store which, after suitable modification could be utilised
to meet their demand. They were accepted by the D.G.OF. for
modification. But the order already placed for 64,000 was not
cancelled or even curtailed by the D.G.OF. in spite of the feeder
factory’s suggestion to this effect in June 1950 and again in
July 19851, In November 1953, the D.G.OF. 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,
116L.S—2
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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. The
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 guantities would have resulted in payment of
higher prices; not to speak of the loss of time. The Committee were
not convinced by the above explanation.

17. In a note (Appendix V) furnished by the Ministry of 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 infrue-
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 be under «a close and
constant review.

The Ministry have also stated that the performance of the
repaired store has not been found to be entirely satisfactorv 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 is amazing how the D.G.O.F. carried out the
modification without testing the operational efficiency of the modified
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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.

Para 11—OQOwvwerprovisioning 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 lbs. 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-in-Chief’s Branch did not detect
the mistake. They indicated their minimum requirement for 1951-52
as 1061 lbs. and requested the balance quantity to be deferred till
1952-53 without realising that the quantity shown in the earlier
forecast demand was in cwts. and the balance for 195!-52 would be
1415 cwts. less 1061 1bs. In July 1952, the Engineer-in-Chief’s Branch
requested cancellation of the deferred demand for 1851-52 by which
time 1,16.171 1bs. (1037-; cwis.) 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-
cated, after providing for requirements upto 1955-56 a surplus of
about 2.88.000 lbs. valued at Rs. 16'61 lakhs approximately.

The Committee were informed by the representative of the Min-
istrv of Defence that the two officers responsible for the original
mistake had left service in March, 1951 and December, 1953 respec-
tively and that the mistake came to notice only in December, 1955.
From a note submitted by the Defence Ministry (Appendix VI),
the Committee understand that the displeasure of the Engineer-in-
Chief was conveyed to the Officer responsible for the subsequent

omission of not detecting the original mistake, when the require-
ment for 1951-52 was revised.

The Committee wanted to know how the mistake escaped the
notice of the Finance Ministry also. They were informed* that
there was failure to detect the mistake at 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 1bs.) had not been
indicated correctly while scrutinising the forecast prepared by the

*See also Appendix VII
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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 lakhs 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 Ministry
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 informed of
the actwon taken against the officers 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 lbs. 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.

The Committee note that instructions have been issued both by
the Ministry of Deferice 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
Officer 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 Officer, 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, 18935. 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 yards
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 Officer on the 29th
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April, 1955. A second order for the supply was placed on the same
firm 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 first indent was upgraded as
‘operational’ for meeting certain urgent requirements. As regards
the second indent, only 10,000 out of 57,000 yards of cioth 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 deliver-
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.
As the order was placed on the 9th May and the delivery period
was in June, the indent was treated as urgent and rates were nego-
tiated. There were only two firms who could supply and the order
was placed with the same firm with which the first order was placed.

The Committee are not convinced by 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 mentioned
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 delayed. The Committee could not get any satisfac-
tory answer why the Naval Authorities did not draw up their pro-
visioning programme in advance until the stores were completely
exhausted and react to the changed situation promptly.

22, In reply to a question why the penalty clause in the contract
for delay in delivery could not be invoked, the Committee were
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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 fir the specifications. A realistic appraisal of
the position would have avoided the purchase 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 fired in a
realistic manner 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

(iil) 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 perforat-
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 firm 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 at Rs. 40,000/- which was received between May

to October, 1951 had not been used even after 5 years of their
receipt.
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During evidence the Committee were informed that the irregu-
larity in this case had since 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 Officer 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 officers
held responsible in this case, as a result of the enquiry.
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DEFENCE FACTORIES AND INSTALLATIONS
Director General of Ordnance Factories.

Para 14—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 outstanding as on 31st March,
1854. Of these, according to statements furnished by the Ministry
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 1952-56 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 the outstandings has
been effected as a result of cancellation of orders. The representa-
tive of the Defence Ministry gave an analysis of the causes for de-
lays in the execution of orders in the past under the following three
categories and indicated the remedial measures taken: —

(a) Delay in supply of drawings:

Considerable time-lag occurred between placing of orders on
the D.G.O.F. and actusal supply of particulars regarding specifica-
tions and drawings, which held up the D.G.OF. from proceeding
with the orders. The Committee also noted from the *statements
submitted by the Defence Ministry showing details of outstanding
orders valuing over Rs. 10,000 relating to the years 194750, that
in some cases it took 4-5 years to finalise the designs after the
orders had been placed. The Committee were informed that to

*Nor printed.
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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 that the new procedure would reduce the
number of outstanding orders. They would also suggest that the
real causes for bottlenecks at vurious stages in the procedure should
be investigated and the procedure streamlined. In this connection
they would invite attention to the recommendation of the Esti-
mates Committee in para 90 of their Sixty-eighth Report that the
responsibility of various authorities including the Technical Develop-
ment Directorate should also be pin-pointed for delays in the
matter.

(b) Suspension of orders by 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 outstanding orders that in certain cases orders were sus-
pended after the factories had already made considerable pro-
gress in the manufacture of stores and incurred heavy expenditure
on raw materials and tools and gauges. These orders were in
some cases revived after a couple of years, or kept pending for
cancellation.

The Committee feel concerned about the financial losses that
arise from cancellation of orders at a late stage. The matter re-
quires to be carefully considered before taking action to cancel the
pending orders. Suspension of orders also indicate lack of proper
planning and forethought on the part of indentors at the time Yf
placing orders. The Committee are of the view that the present
system of placing orders is inherently defective and needs improve-
ment.

(¢) Inadequacy of staff:

The Committee were informed that there was dearth of techni-
cal staff both at the headquarters of the D.GIOF. and in the ord-
nance factories for doing preproduction planning, particularly in
drawing office design, rate fixing and estimating. The Ministry of
Defence had recently sanctioned additional technical staff such as,
Works Managers, Foremen etc, for being posted in the factories
and at the head-quarters of the D.G.O.F. The Committee trust that
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the provision of technical staff 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 Headquarters of
the D.G.O.F. for the same purpose. They would like to know the
precise duties of such personnel at the headquarters where techni-
cal supervision at higher levels is already available.

Joint Planning of orders.

26. The Committee find from the note (Appendix IX) submit-
ted by the Defence Ministry, that the Liaision Officer appointed to
go into the question of delays in the execution of orders by 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 planning and without regard to the capacity of the
factories or economies 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-
try of Defence have accepted the recommendation of the Liaison
Officer that forward planning should be carried out in respect of
important items jointly by the D.G.O.F. and the Services.

A revised procedure for review of outstanding orders is also re-
ported to have been laid down in February, 1957 wunder which
monthly, half yearly and annual progress reports are required to
be submitted by the ordnance factories indicating their recommen-
dations for cancellation/reduction of certain orders. The D.G.OF.
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 +hn Arders

While the Committee appreciate the step's taken in this behalf
they would also invite attention to the recommendation made in
para 95 of the Sirty-eighth Report of the Estimates Committee
that progress reports should also specify the reasons for delay in
execution of orders and the D.G.O.F. should see that these causes
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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 to initiate timely
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® of 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
placing indents. While the Committee appreciate that there might
be in some cases real difficulties in obtaining the requirements from
suppliers they consider that the delay in most tases would be due
to lack of proper chasing up of the indents. In their opinion closer
coordination and timely pursuit of indent with the Organisation of
the D. G. S. & D. would improve the situation considerably. They
also desire that the present procedure of processing the indents of
the D.G.OF. by the D.G.S. & D., 1.S.D,, London and I.S. M., Washing-

ton should be reviewed with a view to removing inordinate delays
in supplies.

Placing of Petty orders.

28. It was brought to the notice of the Committee that petty
orders placed on the D.G.OF,, 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 it had been decided that an Electrical

*Not printed.



and Mechanical Engineering Workshop should investigate the feasi-
bility of undertaking such work, as no one from trade was interest-
ed to undertake such work, specially as the stores were complicat~
ed and orders were too small. The Committee feel that it would be

worthwhile to tap the various Departmental workshops/factories
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 1952-53 when
it was reduced to 44,400. In 1953-54 it was reduced to 16,500 and in
1954-55 to 12,000 and in August, 1955 the production was finally
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 Ministry 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 understand 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, viz., M.G.O. and General Staff had sug-
gested stopping of production and the Armed Forces Reorganisa-
tion Committee had recommended the production of this store to
be kept to the minimum necessary only to keep the technique alive,
the reaction of the Defence Ministry 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, 1853.

30. The Committee understand that the surplus stock of the store
as on 1st April, 1957 was 2,83,181 numbers (2,39,835 serviceable and
43.346 repairable) and in addition there were components and raw
materials valued at Rs. 1833 lakhs and Rs. 31 lakhs, respectively.
1t has been stated that the surplus components and raw materials
now in stock are expected to be consumed in the course of the next
four or five vears against maintenance requirements and orders

" #Not printed.



from foreign Governments. The Committee would like to know,

about the disposal of completed stores, the surplus components and
the raw materials.

31. The Committee are not satisfied with the decision of the
Defence Ministry to continue production in this case at the high rate
even after the emergency was over, merely to avoid 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 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 with a view to
fixing responsibility.

Para 16—Infructuous expenditure on the manufacture of a certain
weapon in an Ordnance Factory

32. A covering demand for the manufacture of 36,00 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 turned 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 incidents. Bulk order was placed on the D.G.OF. 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.OF. in September, 1949 but he was asked to wait as further
modifications were contemplated by the Technical Development
Establishment. The final drawings were completed and made
available to the D.G.O.F. in December, 1851. The D.G.O.F. had
ordered for the raw materials for the entire quantity in 1950 on the
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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 fundamental principle of
first establishing manufacture of a new store by undertaking trial
order before provisioning for bulk manufacture, was ignored by the
D.G.O.F,, resulting in infructuous 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 Comptroller and Auditor-General, the Committee observe that
in past vears 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 Committee regret to note that this practice has been a normal
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 manu-
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 e¢conomic manufacture. Bulk orders
would onlv be placed after the technique of production has been
established. The Committee are glad to note this. They, however,
feel that it would be mecessary 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 order by
the D.G.O.F. and raw materials were purchased for the bulk quan-
tity on the plea that sizeable guantities of raw materials would
facilitate economic purchase. This might to some extent be true;
but, at the same time, it is important not to ignore the fact that
the expenditure would vecome infructuous if production were not
subsequently established. In one such case, the D.G.OF. even
observed that certain metals intended for a store, whose manufac-
ture was not established ultimately, would still be worth their value

See App:ndix X.
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as metal. The Committee deprecate the casual manner in which

expenditure on purchase of raw materials was looked upon by the
D.G.OF.

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

Outstanding Recommendation

34. Manufacture in Ordnance Factories for stock purposes in
excess of requirements—paras. 70-71 of 19th Report.—In paras. 70-71
of their 19th Report the Committee had expressed their concern over
large quantities of stores manufacture by the Factories for stock
purposes. The Committee are perturbed to note* that the stock-
holding Commiittee which examined the stocks of all items indivi-
dually valued at Rs. ! lakh or mere, in 16 out of 20 Factories,
recommended the disposal of the items valued at Rs. 4.20 crores out
of Rs. 22.5 crores worth of items examined by them. They consider
the percentage of surpluses (nearly 207¢) to be too high, which only
confirms their belief that the Ordnance Factories are not functioning
efficiently. The Conumittee desire that the results of similar exami-
nation carried out in respect of the stores worth less than Rs. 1
lakhk. should also be communicated to them.

The Comniittee recommend that with a view to relieving conges-
tion n the Ordnance Factories and Depots, a procedure should be
evolved for carrying out regular reviews of unwanted stock in the
Ordnance Fuctories and Depots,

As regards prescribing a limit to the financial powers of the
D.G.OY¥. in incurring expenditure on the manufacture of compo-
nents for stock purpose, the Committee were informed that pending
the fixation of the limit, the D.G.OF. has been instructed not to
manufacture components except on firm orders. They desire that
the limit should be fived early.

(General Observations

35. The preceding paragraphs indicate that the administration
and working of the Ordnance Factories is far from satisfactory.
The Committee were informed that as a result of the measures
taken recently, (they have been dealt with by the committee at 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 proposed to be taken on the
Outstanding recommendations—Appendix T of Vol. IL
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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 would

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. They would like to know
the composition and the main recommendations of this Committee
and the action taken by Government thereon.

Hindustan Aircraft (Private) Ltd.

Annexure to the Commercial Appendix at pp. 264-273 of the
Appropriation Accounts Defence Services, 1954-55

36. Hindustan 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. 680 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 profit/loss dur-
ing the years 1954-55 and 1955-56: —
Profit ( » )m=Loss{—)

1954-55 1955-56
Aircraft v . . . ©03.44.884 ") 9.49,58¢
Rail coach . : » : {+)1,39.327 -j 7,050
Bus Body and Commarcial ‘ {(—31,32,268 (=) 2,98,381
1) 3.51.943 () 6,58,249

The Committee enquired of the reasons for the continued loss in
the working of the Bus Body and Commercial Division of the
H.ALL. The representative of the H.AL. 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
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treated as developmental losses half of which would be
made up in a period of 5 years. The Committee suggest that the
workshop capacity thus released should be suitably utilised in
other expansion schemes of the factory.

Manufacturing and Trading Account of the H.A.L. for the year ended
31st March 1955— (p. 270 of the 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. 1,58
lakhs as on 31st March 1956 and a cash credit accommedation
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.AL,
I.AF. and Controller General of Defence Accounts had been consti-
tuted to bring down the outstandings.

The Committee are surprised that the H.A.L. should have
allowed the dues to accuwmalate in this manner. For, its main
customer is Minictry of Defence whose representative functioned
as a Director on “'s Board of Management. Because of delay in
settlement of claims by the Ministry, the H.A.L. had to borrow
money from a Bank and pay interest thereon. The Committee
would suggest that a procedure should be evolved by the H.A.L.
in consultation with Ministry of Defence whereby payments of bills
for services rendered or supplies made by it are made regularly and
within a stipulated period.

Production and QOuerhaul of Aircrafts

38. The Committee consider it to be of the utmost importance
that the capacity of the factory should be fully utilised. In the in-
terest of both the ILAF. 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 L.AF.
to meet their growing requirements. The Committee would also
like to know what progress is being made in each of the directions
laid dewn in the Memorandum of Association of the H.A.(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. 4831 lakhs in 1952-53—the
main reason being the Indian Airlines Corporatioh having them-
selves taken over the Civil aircraft overhaul work and enquxred
how the H.AL. was utilising this capacity.

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 welcome this gradual change-
over to the production of aircrafts till its capacity is fully absorbed
by manufacture of aero-engines or complete air-crafts, they would
suggest that the H.A.L. should explore the possibi’'ties of securing
some overhaul work from some of the friendly neighbouring 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 Corporation and I.A.F. internal facilities, for such purposes
to avoid over-lapping in the interest of economy and efficiency.

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.AL. 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.AL. 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
gircraft by the H.A.L. should be investigated in order to cater to the
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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 it will facilitate more sales and
make people more air-minded in the country.

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

Manufacture of Integral Rail Coaches

39. The Committee were informed that the work on the project
«©of manufacture of Integral Rail Coaches by H.A.L. in collaboration
with a German firm was proceeding subject to availability of foreign
exchange. Buildings were being put up and raw materials and
‘machinery imported. The integral coaches manufactured by
the H.AL., although almost of the same weight as those
produced byv the Integral Coach Factory, Perambur, were expected
‘to be cheaper in cost. The Committee would like to have a compar-
ative statement of the cost of the Integral Coaches manufactured
by the two undertakings.

Standardization of the type of aircrafts for feeder services

40. During the course of on-the-spot visit to the H.AL. in
‘October, 1957, the Committee suggested to the Managing Director,
H.AL, that HAL. 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 implemen-
tation of the suggestion.

Outstanding Recommendations

Para 41 of 14th Report —Detuiled Annual Report on the working of
the H.A.L.

41. The Committee find that the H.A.L. have not so far taken any
concrete cteps to prepare a detailed annual report on the working
of its various Branches for being made available to Members of
Parliament as recommended by them in para 41 of their 14th
Report. They would, therefore, reiterate their earlier recommenda-
tion in this behalf and desire 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 @ 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) and over a hundred different types
of equipment as mentioned 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 to
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 oi 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 1956 and 1957 could not be adhered to
and with the approval 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 altcrnative programme for the year
1956-57—the first year of production. The future production pro-
gremme is yet to be determined.

30
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According to Audit, due to the high cost of raw materials and
-components 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 Standerds 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 at
present producing electronic equipments for the use of Civil Depart-
ments only, viz., Railways, Civil Aviation, All India Radio and the
Police and was not supplving anything to the Defence Services
although it was primarily set 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 Bharat Electronics
stated that because of difficulties and delays in getting the design
of the equipments accepted by the Services, B.E.L. had not been
able to supply any Defence requirements so far. In reply to a ques-
tion, he admitted there was some reluctance on the part of the Army
to use the equipments of the French firm because of the unfamil-
iarity with the French svstem of calibration etc. The Master
General of Ordnance, as the user, stated that the Services would
accept equipments produced by B.EL. if they came up to their
requirements. The Committee were surprised how regardless of
the user’s preference for English type of equipments, Government
had sought the assistance of a French firm and entered into an agree-
ment with it. Explaining 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 Officers of the Army, Navy and Air Force
were represented, recommended collaboration with the French firm
in preference to the British firm. The Signal Officers 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 Govern-
ment in choosing the French firm viz., that self-sufficiency in manu-
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facture could be reached earlier, the programme of production was
flexible and the Indianisation of the factory could be attained earlier.

It is, therefore, apparent that the decision 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 it 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 factory 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 capacify
of a factory fully. Similar is the case of the Machine Tool Proto-
type Factory at Ambernath. 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 programmes—
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 bave 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 that year’s
production in value). It is a matter of common knowledge that
there will be a time lag between the designing and manufacturing
of a prototype and establishment of bulk manufacture (the Ministry
have anticipated this period as 4 years approximately in the case

*Not printed.
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of Wireless ‘R’). If so, the Committee are amazed at the overopti-
mism of the Ministry in including the manufacture of this set in the
programme for the 2nd year of production.

45. In restrospect, the conclusion 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 in the production sched-
ule of B.E.L. It is not known whether attention was paid to this
suggestion either at the time of finalising 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 in 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 already in use (and therefore acceptable to users without
modifications and elaborate tests and trials) and then switch over
to new types gradually.

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 expectcd to commence earlier than
1959 and 1963 respectively, while in the third, development work has
been stopped. The Committee would, therefore, suggest that produc-
tion of less complicated equipments should now be taken up by
B.EL. so as to utilise the idle capacity for the intervening period.
Had this been done much earlier, the B.E.L. would have gone into
production years 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 walue 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 performance of the B.E.L. was disappointing so far
as the requirements of the Defence Services were concerned, the
factory has manufactured electronic equipments for civil users like
Railways, Police, A.I.R. and Civil Aviation Department. The Com-
mittee were assured that with the setting up of the Radio and Cable
Control Board, the manufacturing capacity of the B.E.L. would be
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fully utilised by the Government departments, for the Board scruti-
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 Committee 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 Committee consider that as a factory run on business
principles, B.E.L. should have an efficient Sales Department. This
Department should be manned by competent technical officers who
will cuntact the user Departments with a view to ascertaining their
future requirements and thus enable B.EL. to plan ahead the pro-
duction programme. Officers of this Department may also be sent
abroad periodically to visit the French firm to select the items of
equipment 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
Committee understand that a delegation of experts headed by an
officer of the Defence Ministry toured the U.K. on a similar assign-
ment and have selected a number of such items. It is reported that
their report is under the consideration of Government. The Com-
mittee trust that speedy action will be taken on this report and the
production schedule of B.E.L. drawn up quickly.

47. Manufacture of Valves—In regard 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.EL. 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 already spent
Rs. 20 lakhs on the machinery end building in connection with
establishing valve production, while the machigery required for the
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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 with the other Company in this behalf should be
finalised without any further delay and production of wvalves
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 309% 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 would 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 mentioned 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
in 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 factorv. At
the end of every quarter, the predetermined rates would be com-
pared with actuals and at 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 understand that Audit
have already suggested that the review 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
necessity of reopening all the closed work orders at the end of the
year for reallocation of the under or over-recovered overheads. The
Committee desire that the suggestion should be examined by the
B.E.L. and the Committee informed in due course, how the change
suggested by the Audit has worked.

In pares 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 314 per cent. In this connection, the Committee also under-
stand that the B.E.L. has since reduced its sale price as a result of
which it had to sustain a loss of Rs. 2057 lakhs in respect of 147 sets
of transmitters and 314 sets of receivers. This amount has been
debited to the “Deferred Revenue Expenditure”. The Committee
should be informed as to the manner in which this amount is proposed
to be finally adjusted.

49. Overhead costs—At present, with the major part of B.E.L.’s
capacity 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 vears. While the Committee appreciate this, they are of the
view that the B.E.L. should devise effective measures to guard against
extravagance and allocating too much overhead on its products
which might result in “pricing itself out of the market”. With this
object in view, the B.E.L. should scrutinise its overhead costs periodi-
cally and see that its costs are comparable, if not competitive, with
imported equipments,
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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:

Value of  Value of

surplus- deficten-

es cies
1st Depot . . . . . . . . 23.87.021 1.§4.311
2nd Depot . . . . . . . o TeL24T 2,843,429
3rd Depot . . . . . . . . . 1.47,106 64.254
4th Depot . . . . . . . . L26013,517 S4.51, 469

In pare 82 of the Nineteenth Report, the Public Accounts Com-
mittee drew attention to considerable 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 Ministry of
Defence that strict instructions have been issued by them to the
various service authorities on the subject of proper maintenance of
store accounts and stock verification, the Committee regret to observe
that store-accounting and store-keeping continues to be in an unsatis-
factory condition, and even after completion of the Re-organisation
Scheme, no perceptible improvement has been noticed. They would,
therefore, reiterate their oft-repeated observation that unless the
quantity and location of stores are known 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.

37
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Para 20-Stock verification in Air Force Units and Formations

52. This para disclosed an unsatisfactory state of stock verification
and 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:

Deficien-  Surplus-

cles es
PR R e et e }i,A U R\ -
in in
lakhs Inkhs
Rs. R,
1st Depot . . . . . . . . 142 174
2nd Depot . . . . . . . . . 65 IR
3rd Depot . . . . . . . . *®12-3 167
* Taz vala: of d:ficienciss of som: items has not been assessed by the Depot Jue

to non-availability of information about pricey’,

‘The last two stock verification in fésiiect of fhemivsrt”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 all 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 qualitatively 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.AF. 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 detniled 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 was being incurred on
their care and maintenance at a time when there was acute shortage
of covered accommodation to the detriment of proper storage of new
materials in current use.
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54. During evidence, the Committee were informed by the repre--
sentative 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 had 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
subjected to detailed stock-taking and the requirement of a certificate
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 partmlly, i.e., where stocks are useful but
dis-proportionately large compared to the requirements. Where the
portion of stocks of the items has to be retained the Air Headquarters
would scrutinise the relevant lists and fix up quantities to be retained
for future use and the balance would be declared surplus thereafter.

55. The Committee regret to observe that so long after the end of
the War, the store keeping was allowed to remain in such a chaotic
state in the Air Force Depots. In their opinion, the situation war-
ranted much earlier action to screen the old stocks with a view to
determining their usability and disposing of obsolete and unwanted
items. While the Committee appreciate that the present procedure
is designed to ensure that stocks which might be required in future
should not be declared surplus, if we 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 future.

They would like to know in due course the value of stores declared
‘inactive’ and progress made in their disposal.
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MISCELLANEOUS IRREGULARITIES
Para 22-Arrears in rent recoveries

56. This para disclosed that @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. 6847 lakhs pertained to the Rehabilitation Department on account
of occupation of military buildings by displaced persons and a sum
of Rs. 6156 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, as the 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 lakhs is yet to be furnished 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 arrears had risen to Rs. 29.19,370 as on 31-12-1956. The Quarter
Master General was making efforts to recover the outstandings. The
Committee desire that these outstandings should be reduced consider-
ubly.

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 Departments 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 of
-adjustments or recoveries made.

*Se: Appendix XI;
40
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Para 23—Short recovery of rent.

57. 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 on a
declaration from her that she was willing 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 decided to refund to her
the amount recovered in excess of 10 per cent. of her pay and to
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 officer
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 but the Command Controller
of Defence Accounts held that under the rules, pavment 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 pav 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.

The Committee are amazed at this explanation. How could the
Command Controller overlook the fact 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 swch irregularities in future, mnecessary
instructions should be issued to ensure that no higher accommodation
is allotted to Government servants than is warranted by their status,
but that if in any case such higher accommodation is actually allotted
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 do not see any reasons
why the same principles should not be followed in cases of this type.
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Para 24 (a)—Loss due to belated/incorrect 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. 2/8/-
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 at 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
to prevent recurrence of such mistakes in future.

Para 24(b)—Losses due to belated/incorrect fixation 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 officers’ shop
alone at the old price of Rs. 32/- from the 4th June, 1955 to 24th
August, 1955 resulting in a loss of Rs. 17836. After the upward
revision of the price, it was reported that only one holdall could be
sold duing 3 months.

In this evidence before the Committee, the representative of the
Ministry of Finance (Defence) stated that the actual loss was only
on the sale of 138 holdalls 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. 46,036/5/-. It was not possible to find
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) at 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. 4634 to Rs. 63°24 each. However the number of holdalls
manufactured by the Factory upto March, 1955 at the higher rates of
Rs. 46-34 to Rs. 6324 was only 138.

The 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 manufaciure of all stores of the type in
question, the Accounts Officer attached 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 procedure but due to failure to follow the cor-
rect procedure. The Committee would like to be informed of the
disciplinary action taken against the delinquents.

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, it is not the practice to obtain an estimate of likely cost
of production. In the present case the manufacture rate Rs. 28.70
of the previous lot made in 1947-48 was taken as a guide by the
indentor while placing an indent in 1950, This resulted in the
Officers’ shops being saddled with holdalls produced at higher rate
which could not be sold when the sale rate was revised upwards
to Rs. 85/9'- each. The Committee are informed that the item has
since been deleted from the Officers’ shop price list and is not in-
tended to be sold through these shops and that it is included in the
camp kit authorised to officers of the Armyv and Air force. The
entire stock is to be issued apainst free entitlement to the officers of

the Permanent Commission and on loan to Short Service Commis-
sion Officers.

62. The Committee feel that the system of placing orders for
various items whether issued to users direct or through Officers’
Shops is defective inasmuch as the estimated cost of manufacture
is not made known to or ascertained by the indentor. They desire
that the Ministry of Defence in consultation with the Ministry of
Finance (Defence) should revise the procedure forthwith.

It is equally surprising how bvhe factory embharked on a pro-
gramme of manufacture at a cost so much higher than that of
previous manufacture. Such consultation and scrutiny are necessary
for purposes not only of Factory control but also of budgetary con-
trol. The very fact that the cost of production of holdalls has gone
116L.S—4
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up three times in a period of seven years discloses that the manu-—
facturing efficiency of the factory mneeds looking into.. In fact for
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
Tate

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 at 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 Ministry of Defence
admitted that this was a common tvpe 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 Report also on such delays in the publication of
correct issue rates. They would, therefore, urge that such cases
should be investigated thoroughly and serious notice taken 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 at Rs. 33,600 approximately. The work
was being carried on by manual labour at 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 at 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
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tractors. To a question whether repair of these tractors would be
economical, the Committee were informed that the cost of repairing
a tractor would 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 fitter-mate—for the maintenance of vehicles etec.

The Committee are not happy about the inordinate delay in re-
pairing the tractors in this case which resulted mnot only in 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
number of vacancies exristent during the period of irregularity in
the authorised establishment of fitters and fitter-mates and the
number of surplus drivers utilised in lieu and how far the employ-
ment of drivers in lieu of fitters and fitter-mates is feasible and
justified from the point of view of efficiency and economy.

Para 26-—Disposal of obsolete ammunition

65. Under instructions received from Army Headquarters in
February, 1955, the Embarkation 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
completed before the monsoocon. Government awarded the contract
to one who undertook to complete the entire operation within 15
days (against one or two months by others) although his rate of
Rs. 50/8/- per ton was the highest (the lowest being Rs. 35 per
ton.). He also offered to supply a ship for the purpose as opposed
to barges which the others offered to provide.

When the first special train carrving 600 tons of ammunition
arrived at the port on the 10th Mav, 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 Mav, 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 Mav, 1§35, 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 Meteorological authorities, who were consulted
later, the best time for the dumping operation from the point of
sea conditions was the second half of December and the month of
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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-
ping at 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-
try 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 bv 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. 3,77,241/10/3 is being made against the contractor
in consultation with the Ministries of Law and Finance (Defence).

67. The Committee think that the whole transaction was ill-
planned and il-conceived. They endorse the view of Audit that
the infructuous 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 should have been unknown to
the Defence authorities who have been dumping ammunition for
quite a number of years. The Committee 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 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 Committee would also like to
know in due course the final outcome of the arbitration proceedings
in- this case.

63. The Commitice 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 ¢oo large to be handled by the Navy and in
cases where the dumping was to be done at other ports, the work
would be handled by contractors. In order to ensure better plan-
ning of dumping operations, necessary administrative instructions
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are proposed to be issued to the Service Headquarters including
Navy. The Committee trust that these instructions would 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
Committee note that the Ministry of Defence propose to evolve, in
consultation with the Ministries of Works, Housing and Supply and
Law, suitable terms of contracts to be applicable in such cases with
a view to enforcing deterrent penalties against defaulting contractors
and also to increase amounts of security. The Committee would
like to be informed of the final decision arrived at in the matter.

Para 28—Non-recovery o} 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 Survev 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 Communi-
cations. The Committee would like to have a further report re-
garding the recoveries made in the matter.
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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 UK. 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 Committee 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 be 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 he did not care to
communicate the detailed specifications. The Committee note that
copies of the two contracts giving all particulars of the supplies

48
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were received by the indentqr in January, 1951 and November, 1951

Tespectively, 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 have been
accepted even with the 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.

Para 40 of the 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 (India) to function as at
present and to finance it from a Fund outside the Consolidated Fund
of India but within the Public Account. The Committee are of the
view that the position will still be extremely anomalous and would
therefore recommend that &he question of placing the organisation

on a statutory basis as a corporate body under an Act of Parliament
should be further considered.

Para 33 of the 9th Report and para 45 of the 14th Report—Loss
on purchase of aviation stores without proper verification of the fin-
ancial status of a firm named Messrs. Aircraft Instrumentation Ltd.:

75. The Committee observe from a note (Appendix XVII)
submitted by the Ministry of WH. & S. that according to the High
Commissioner’s report the items of stores in question were
obsolete 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, viz.,, (i) for not
maintaining up-to-date the lists of approved contractors of Aeronau-
tical Inspection Directorate/Air 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 firm in time
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to the notice of the higher authority. Intimating the action taken
against this Officer, the Ministry of 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”.

It 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 Committee feel the
Officer had been let off lightly.

76. As observed by the last Committee, the method of procure-
ment of stores followed in this case was unbusinessliike. The Com-
mittee consider the practice followed by the Air Adviser in suggest-
ing the name of possible suppliers as highly irreqular and desire
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 of 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 Committee would await the
results of the review.

Para 58 of the 14th Report—Excessive rates 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 station. 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 Trans-
port and M.E.S.) and those paid by the local P.W.D. during May/
June, 1955 was more than 25 per cent in some stations. It has been
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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 uptc 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.

The Commitiee are not convinced tha! these reasons justified
variation between the rates of wages paid by the Defence authorities
and the local P. WW. D. etc. to the tune of 25%.

The Comimnittee trust that with the issue of instructions by the
Defence Ministry in December, 1956 there would not be such vari-
ations in future between the rates of wages paid by the various De-
fence Authorities and the local P.W.D. rates at any place. They

desire that simtlar reviews of wages paid by the Defence authorities
vis-a-vis rates fixed by the local Government, Railways etc. should
be carried out in other Commands also.

Para 28 of the 19th Report—Infructuous expenditure involved
in provision of reserve storage for mechanical transport fuel;

78. In para 28 of their 19th Report, the last Committee com-
mented that even after so many years since the cessation of hostili-
ties in 1945, the (surplus) welded tanks in the possession 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 requisitioned 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. The
Committee feel, that, had action been taken earlier, the number of

'Seé S&te?xent :howiné &ction taken or proposed to be taken on the
Outstanding recommendations—Appendix 1 of Vol. IIL
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serviceable tanks would have beci. more. They would like to have
further information on the following points:—

(a) Has the survey of the tanks located at all the airfields
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 dabove-
ground and underground tanks to be given separately.

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

Paras 29—36 of the 19th Revort—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 UK. 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 officers ts
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 firing 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 £20,643-10-0 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
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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 ndustry was also borne in mind.
The Committee do mot accept this explanation as, admittedly, 4X2
vehicles could not take the place of 4X4 vehicles. They were told
in evidence that the firm in question were given these orders for
4X2 vehicles to enable them to take up manufacture of 4X4 vehicles
in due course. The Committee would like to be informed whether
the manufacture of 4x4 vehicles has since been established by the
two firms.

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 1952-53 when
no fresh purchases of the 4 « 4 were made.

With regard to the procedure for discard and condemnation of
vehicles for disposal. 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 the period after which a wvehicle
is normually declared for disposal.

The Committee glso desire to know whether there are any instruc-
tions as to which particular parts are to be retrieved from different
types of vehicles before their disposal, having regard to their mot
losing resale value and whether proper account of the retrieved parts
is kept by 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 year overhaul pro-
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 1956-57, 1957-58 and
1958-59, the annual over-hauling capacity of the workshops being
3,500 vehicles per year. 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 31,000

*See Statement showing action taken or proposed to be taken on the
Outstanding recommendations—Appendix I of Vol II
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vehicles and those sentenced as repairable subsequently. They
should also be informed of the improvement effected in the over-
hauling capacity of workshops and of other measures, if any, taken

to step up progress of repairs of vehicles.

Paras 47—53 of the 19th Report—Infructuous expenditure due to
cancellation of a demand

82. The Committee of 1955-56 were informed that the delay 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* theat 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 on

the basis of a casua ‘enquiry’.

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 svstem 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 provi-,
sioning brought to light in successive years do not support the Min-
istry’s contention. The Committee vnld. therefore, reiterate that
the matter requires a more detailed examination with a view to
improving the method of provisioning. Owver-provision leads to heavy
accumulation of stock for long periods affecting the operational effi~
ciency 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 Report—Acquisition unwanted stores

84. In this case due to delay in cancellation of an order placed on
U.K. for certain ordnance stores which had been later superseded
obsolete stores worth Rs. 36,000 had to be accepted. The Committee
observe that the disciplinary action taken in this case has been
confined to the lower staff only. They feel that the responsibility
of higher officers should also be fixed. .

*See Statement showing action taken or proposed to"i;éwt‘akm ontl:c
__outstanding recommendations—Appendix 1 of Vol. IL
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Paras 74-76 of the 19th Report— Ordnance Factories—Action taken
on recommendations of the Ordnance Factories Reorganisation Com-
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 Factories 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 trade 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 the opinion that the exrpenditure incurred on the Sales Organisa-
tion should not be incommensurate with the sale proceeds from civil
trade. They would like to know the progress made in the appoint-
ment of the sales expert and increase effected in securing orders from
the civil trade.

86. The Committee are of the opinion that with a view to utilising
the idle capacity of the Ordnance factories, a review of the require-
ments of the private trade and Government Departments for items 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 orders executed for the Government
Departments and private trade for civilian items during 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 emphasised the importance of timely link-
ing of invoices with packing 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 outstanding invoices to be
linked with the packing accounts in respect of the stores purchased
in the UK. for the period 1948-49 to 1953-54 had come down to 695
as on 28-2-1857 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 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 procedure followed
in linking of invoices in the case of stores purchased from other coun-
tries and quantum of arrears, if any.

Paras 8486 and 87—89 of the 19th Report— (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 result-
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 payment to a Private
Firm
89. In this case, an er-gratia 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 1348
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 claimed 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
case 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.
S.&D. suo moto reflected on the bona fides of the officials concerned
end 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
extenuation: —

“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 examination 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
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D.G. S.&D. for further examination and comments after
receipt of the opinion recorded by the then Assistant
Director (Law) to the D.G. S.&D.”

The Committee regret that complete facts were not brought to the
notice of the Committee of 1955-56. They desire that in future all
relevant and complete facts should invariably be placed before them
either during the course of evidence or through notes/memoranda
submitted to them subsequently.

In the present case, the Committee are not still convinced that the
payment of sales-tax was ligitimately due to the firm in respect of
the first contract as there was no reference to sales-tax in the firm’s
offer. They are also not sure whether there was any case for pay-
ment 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.

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 calied for
further information on the following points: —

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

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

They regret that although 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 priority should
be given to provide accommodation for stores which were lying in
the open for many years. They would like to know the progress
made in the matter.

New DrLnr; T. N. SINGH,

The 18th April, 1958. Chairman,
Public Accounts Committee.
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PROCEEDINGS OF THE SEVENTH SITTING OF THE PUBLIC
ACCOUNTS COMMITTEE HELD ON THURSDAY, THE 8TH

AUGUST, 1857

91. The Committee sat from 1500 hours to 17-15 hours.

PRESENT
Shri T. N. Singh—Chairman.

MEMBERS

Shri Ram Subhag Singh
Shri N. G. Ranga
Shri Radhelal Vyas

. Shri A. C. Guha

Shri N. R. M. Swamy
Shri Upendranath Barman
Shri J. M. Mohamed Imem

. Shri H. C. Dasappa

. Shrimati Tarkeshwari Sinha
. Shri Jaipal Singh

. Shri N. Siva Raj

. Shri P. T. Leuva

. Shri M. Govinda Reddy

. 8hri Jaswant Singh

. Shri J. V. K. Vallebharao

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.

SECRETARIAT
Shri V. Subramanian—Deputy Secretary.

WITNESSES

Ministry of Defence
Shri O. Pulla Reddi—Secretary.
Shri C. S. Ramachandran—Joint Secretary.
Shri P. N. Verma—Joint Secretary.
Shri K. K. Framjee—Director General of Ordnance Factories,
Maj. Gen. R. E. Aserappa—Engineer-in-Chief, Army Head~
quarters. :
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Maj. Gen. R. N. Nehra—Director of Ordnance Services, M.G.O..
Branch, Army Headquarters,
Mej. Gen. Harkirat Singh—Acting Master General of Ordn-
ance, i
Maj. Gen. P. S. Chowdhuri—Director of Supply and Transport,
@ MG’S Branch, Army Headquarters.
Ministry of Finance (Defence)
Shri S. D. Nargolwala—Additional Financial Adviser
(Defence) I.
Shri M. K. Hariharan—Additional Financial Adviser
(Defence) II.
Shri Batuk Sing—Controller General of Defence Accounts.
The Committee took up consideration of the Audit Report
(Defence Services), 1956.
Auprr REPORT (DEFENCE SERVICES), 1956
Para 8—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 obteining the administrative
approval for the revised estimates.

The Engineer-in-Chief stated that at first they thought that the
original estimate of Rs. 46 lakhs for the whole project would
suffice. But at the last stage, before the sanitation work was
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 fittings
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
was occasioned by the non-availability of the requisite sanitary
fittings and it took time to decide on the nature of the substitute——
an imported one or of an indigenous 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-
ing, 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 taken 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 that 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
atter 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 appointed 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 weightage 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 the
present case 3 years after the building had been completed and it
would have been proper to take up the work simultaneously with
the bullding construction and it should have been included in the
same contract. He enquired whether the observations of the C.TE.
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were incorporated in the instructions issued in August, 1955. The:
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
difficult 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 9—Acquisition of unwanted stores.

97. This para dealt with e case where orders for the manufacture
of a large number of a store item were placed both on the UK. 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 UK.
and the Director General of Ordnance Factories in India when the
provision reviews as on 1st April, 1951 and Ist 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 UK. 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 UK. 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 upto-date 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 conserve
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 UK. and
D.G.OF. 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 in
the review on 1st October, 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.OF. 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 Generel of Ordnance stated
that 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.OF. 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 General 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 Staff. The representative
of the Finance Ministry stated that Finence 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 because
sufficient supplies of the new type had not materialised. The C.&A.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. stated
that no supplies had been made to-date, as the store was of a compli-
cated nature, containing 253 components of which some were
extremely precise. The factories had produced 95% of the compo-
nents and they expected to establish production by the end of the



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 staff had left. The Chairman stated that while he did
not want to minimise 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 manufacture, 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 verious 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 wvis-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 surplus
components of the value of Rs. 1,868,000 and these had been adjusted
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 the
remaining 15 components were manufactured. All the components
manufactured so far had been inspected by an independent body to

see that each component part was according to the drawings and
specifications.
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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-
ments, had been tried for replacement purposes. The D.O.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.OF. 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,



PROCEEDINGS OF THE NINTH SITTING OF THE PUBLIC
ACCOUNTS COMMITTEE HELD ON WEDNESDAY THE,
21ST AUGUST, 1957

104. The Comimttee sat from 15-00 hours to 17-35 hours.
PRESENT

Shri T. N. Singh—Chairman.

. Shri N. C. Ranga

. Shri Radhelal Vyas

. Shri A. C. Guha

Shri N. R. M. Swamy
Shri Upendranath Barman
Shri J. M. Mohammed Imam
. Shri H. C. Dasappa

Shri Prabhat Kar

10. Shri Jaipal Singh

11. Shri N. Siva Raj

12. Shrimati Pushpalata Das
13. Shri P. T. Leuva

14. Shri M. Govinda Reddy
15. Shri J. V. K. Vallabharao

© 00N D W

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.

SECRETARIAT
Shri V. Subramanian—Deputy Secretary.
WITNESSES
Ministry of Defence

C. S. Ramachandran——Joint Secretary.
Shri B. N. Verma—Joint Secretary.

Shri K. K. Framjee—Director General of Ordnance Factories.

Maj. Gen. R. E. Aserappa—Engineer-in-Chief.
Maj. Gen. Harkirat Singh—Master General of Ordnance.
Maj. Gen. R. N. Nehra—Director of Ordnance Factories.
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Ministry of Finance (Defence)
Shri S D. Nargolwala—Additional Financial Adviser I
Shri M. K. Hariharan—Additional Financial Adviser. 1I
Shri Batuk Singh.—Controller General of Defence Accounts..

Shri R. Bhaktavatsalu—Joint Financial Adviser.

Shri Shiv Naubh Singh—Deputy Secretary, Ministry of
Finance (E. A. Department).

Ministry of Defence

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-
ment.

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.

Avprt Rerort (DEFENCE SERvIices), 1956

Para 10—Accumulation of surplus materials in a factory
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 at Rs. 649,756. The D.G.O.F. had placed orders for the
raw materials required for the manufacture of the entire quantity
of demand i.e., 1,45000 numbers, even though the manufacture
of the store 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 expecting delay in procurement of the raw
materials from abroad; he, therefore, ordered for the entire
quantity of raw materials in September 1851 which were received
m 9-10 different shipments by July, 1954
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Explaining the reasons for non-reduction of the demand placed
on the D.G.OF. 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 24-2-1951 had dropped to 1,41,000 numbers on 1-4-1951, it
remained stationary in the subsequent reviews. When the review
on 1lst January, 1954 disclosed a further down-ward trend in the
operational requirement, they reduced the order. The Comptroller
.and Auditor 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
supplies 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.OF. 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 dergands. 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 Staff they reduced
their requirement from 9 to 6 months.
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111. The Master General of Crdnance 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, 1851 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.GO.F,
they considered it prudent to treat the ‘dues-in’ against outstand-
ing orders as assets, the D.O.S. informed the Committee that it
was not then expected that the deliveries would take such a long time.
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, thev 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 1-8-57
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 tq use in the manufacture of another
store.

113. Sub-pare (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 unmodified type which could be used in lieu,.
after modifications, were accepted by the D.G.O.F. for modification.-
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But the demand already placed for 64,000 numbers was not
cancelled 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
64.000, the D.G.O.F. stated that, firstly, he wanted to establish the
indigenous manufacture of the new type of store and secondly
there was an acute shortage of the complete store of which this
item formed an integral part. The Committee felt that before com-
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
he 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
educational 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
order for the complete store of which this item formed a compo-
nent which he was expecting earlier. By about the same time,
it was known that the Technical Development Establishment had
.an entirely different type of this component under development.

As regards the infructuous expenditure incurred on raw
‘materials, he stated that the, full 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
the components would be insignificant.

115. As regards the scope of an educational order, the representative
‘of the Defence Ministry stated that the quantity suitable for minimum
séconomic production was determined by the D.G. O.F, but in the
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.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 Commitiee
that the quantum of order was approved by the Defence Ministry
before placing it on the D.G.OF.; it was then for the DGOF. 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.OF. had at 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.0O.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.OF, 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 of 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 Stnemeni showing action taken on the outstanding recommenda-
tion of the PAC.—Appendix I of Vol. II.
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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 the
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.OF. 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.O.F.’s headquarters was
being augmented 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 com-
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 lbs. 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-Chief’s
Branch requested the cancellation of the deferred demand for
1951-52 by which time 1,16171 1lbs. (1037} cwts) had already
arrived and the balance tendered for inspection by the suppliers:
the indent could not be cancelled at that stage.
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The representative of the Defence Ministry stated that the
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 of 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 to the Deputy Financial Adviser
attached to the E-in-C’s Branch the working copy of the forecast
which had been prepared on a spare copy of the previous forecast
after deleting the items not required currently. The Deputy
Financial Adviser whose duty it was to make a quantitative check of
the requirements with reference to the previous figures, did not
detect that the accounting unit of this item (which should be
in Ibs.)) had not been indicated correctly. Later. the evaluation
of the requirements was prepared by an  Ordnance Depot for
placing an indent on the D.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 Adviser, Ordnance, in the Ministry
of Finance (Defence) for final scrutinv. The case was dealt with
in the Finance Ministry at an Under Secretary’s level who did
not apply his mind to the remarks of the D.AF.A. So, there was
failure to scrutinise the demand at 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.
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Avupir RerorT (DEFENCE SERVICES), 1956

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 Defence Secretary mentioned that the figures also included
trial orders, a number of which had since been completed or can-
celled. On the 1st July, 1857 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 stated to be 4617 on that date. The D.G.O.F. stated
that reduction in the figures due to cancellation of orders was
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approximately 10%. Explaining the reasons for delay in the exe-
cution of 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 specifications, 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.OF.
should treat such orders as cancelled. The second reason was that
a number of orders were being kept with indentors themselves
because of the uncertainty of the use of the equipment or because
sof proposed modifications with the result that orders were kept sus-
pended for certain periods. In order to remedy this defect the
Ministry decided that any order that was kept suspended for more
than six months should be treated as cancelled by the D.G.O.F. The
third reason for the delay was stated to be the inadequacy of staff
both at the Headquarters of the D.G.O.F. and in the factory for doing
the pre-production planning. particularlv in drawing office design,
rate-fixing and estimating. To meet this situation the Ministry had
recentlv sanctioned some additional technical staff such as Works
Managers. Foremen ete. and started certain training courses. In
replv to a question, the representative of Defence Ministry stated
that the designs were generally supplied bv the Technical Develop-
ment Establishment except in a few cases where the D.G.OF. 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 Ministry stated that in order to avoid delay,
the Ministry had decided that the EME Establishment at Bangalore
might investigate the possibility of undertaking such orders, as mo
one from the trade was prepared to undertake such orders, special-
Iy as the stores were complicated. When asked why such stores
as automobile spares and teleprinter spares could not be imported,
the Committee were informed by the D.G.OF. 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
of 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.
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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 being followed strictly. Bulk orders were being treated as
educational orders. raw materials were being purchased for the
entire quantity ordered on the plea that sizeahle quantities of raw
materials would facilitate economic purchase but in the end pro-
duction could not be established. According w a statement pre-
pared by Audit the amount of infructuous expenditure in such cases
was of the order of Rs. 63 lakhs; 3 of these cases had already been
commented upon in the 14th and 19th Reports of the Public
Accounts Committee.

In extenuation the representative of Defence Ministry read out
the instructi s issued on the 15th February, 1956 emphasizing upon
the indentors to place trial orders on the D.G.O.F. in the first ins-
tance and to place bulk orders only after the technique of manu-
facture had been established.

127. The D.G.OF. informed the Committee that the total value of
raw matcrials held in stock in the Ordnance Factories on the 3lst
March, 1957 was Rs. 35:54 crores as compared to Rs. 39:29, Rs. 41-69
and Rs. 42-79 crores in 10956, 1955 and 1954, respectively. When
asked how much reduction was due to condemnation or write off,
the D.G.O.F. was not in a position to give figures.

The D.G.O.F. also informed that the annual production of the
Ordnance Factories was of the value of Rs. 14 crores out of which
Rs. 6 crores accounted for the cost of raw materials. When asked
how the stocks of raw materials were so high in comparison to the
annual requirements, he stated this was, firstly, due to the wvast
range of production undertaken by the Factories and secondly, they
had to kecp reserves in adequate quantities to guard against un-
certainties in procurement of stores.

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



80

months requirements as assessed with reference to firm 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.OF. 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.OF., the representative of Defence Ministry stated that
the office of the C.G.D.P., wasset up in pursuance of the recommen-
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 1.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 293,977 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.
s=ntative of the Ministry that the production was continued witl
the full knowledge of the Ministry. 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 latest
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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: Infructuous 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.G.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.GOF. In
the present case the store used by the services had to be modified
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.OF. in September, 1949, but later, the D.G.O.F. was
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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,

It 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 representative 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.1.S.D,, London, stated that the sellers
were not interested in such small orders. Therefore, in order to get
some response, the D.G.OF. suggested that the order for raw
materials be increased to 15,000 numbers. When asked whether it
was usual for the D.G.O.F. to procure raw 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 months' requirements,
12 months ahead of the provisioning period, but in cases where it
was difficult to get raw materials, the D.G.OF. had power for
bulking them in excess of the limit in consultation with the Fi-
nancial Adviser. In the present case the approval of Financial Advi-
ser to the bulking of several years' requirements was obtained.

133. When asked about the remedial steps proposed to be taken by
the Ministry to improve the state of affairs in the Ordnance Fac-
tories, the representative of the Ministry admitted that certain
things had happened in the past but these had been reviewed from
time to time and instructions had been issued from 1955 in this
matter. It was also stated that a Committee was at the present
moment functioning to review the whole production programme
and after the report of the Commitice was received, the Ministry
would be able to review all these matters and see what they could
do to step up indigenous productions as also avoid any waste. The
Committee desired to be 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 certificate is to be given that none of these items would be

*Scc Appendix. X.
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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 representative of the Ministry informed
the Committee that the stock had been decided to be separated into
two portions—the active portion which wuas for future use and the
inactive portion which was to be disposced of through the D.G.S. & D.
The Ministry had issued instructions on the 6th August, 1957 for
segregating the stocks accordingly, ond this work was expected to
be completed in the course of the next two months. In reply to a
question as to what steps had been taken to over come the difficulty
with regard to the issuing of certificates that the stores; would not
be required in future. the representative of the Ministry stated that
according to a recent decision items which had been segregated
shall not be subjected to stock-taking and the certificate regarding
their usability al a future date would rot applv in the present case,
Quantitative stock-toking in terms of number  of  packages  and
individually in the case orf loose burk items would be done every
year.

The Committee desired to be  turnmizhed with a  report* on the
progress made in the matier ax aiso value of the stores both under
active and inactive heads and the approximate expenditure incur-
red annually for their maintenance.

. Para 12 Purchase of storcs ar Kigh price

136. In this case ovders were placed by a Naval Stores Officer in
September, 1954 for the procurement of 18,000 vards of Canvas Cot-
ton white.  Specification particulars were supplied only on the 3lst
March, 1955. On the advice of the Noaval Stores Officer the order
was treated as operational; a higher rate of Rso 578 - per vard was
given; the order was placed on the 3rd May, 1835 for the delivery
within 15 days, but the supplies were actually made by the 3lst
July, 1955 upto which date the period of delivery had been extend-
ed without any penatly. A sccond indent for 57,000 yards was
placed on the 4th April, 1955 marked urgent for delivery by the
15th June, 1955 was subsequently upgraded as ‘operational’ by the
Naval Stores Officer and order for the same was placed for delivery
by the 15th June, 1955 at the higher rate. But in this case also the
date of delivery was extended upto 3lst August, 1955 without any

*Sce Appendix XI.
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penalty. In spite of the fact that 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 agreed to
the entire delivery being made by the 15th June, 1955; the order
itsel{ was placed on the 9th May, 1955. He further stated that in
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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. 4/8|- per yard in the first contract quoted Rs. 5{12|- 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 unrealisticc 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, 1851 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 purchased 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 Officer of
the Ministry of Home Affairs had been received. Further Depart-
mental action was being taken against the officers concerned.
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The representative of the Ministry pointed out that the position
with regard to the disposal of the 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 at the
old rate of Rs. 5/- per pair whereas the revised issue rate was cal-
culated at Rs. 16/11/- 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 at once
issued. If there is a difference of more than 10, 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. The Committee wanted to watch the
results of the implementation of the new procedure.

Para 28: Non-recovery of charges for surveys carried out by a Naval
Survey ship

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 R:. 1772 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 at the instance of the Ministry of Transport
and two were done at the instance of State Governments. There
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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 fixed 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-
try of Transport will recover the amount from the State Govern-
ments. The total cost of the two surveys was Rs. 9 lakhs.

Para 21: Irregular payments 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.
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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) Lid.

Ministry of Finance (Defence)
Shri M. K. Hariharan, Additional Financial Adviser, 11

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.

Ministry of Works. Housing and Supply

Para 90—100 of 19th Report: Ex-gratia payment to a privadle firm

146. In a note* submitted by the Ministrv 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 officers, then in the Department
the representatives of the firm did press for further consideration
of their claim, the case had actually 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 unti! 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. & D. suo moto and reflected on the bona fides of the officials
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 at the time of placing orders, it was considered that some
of the jeeps might be required outside Bombay State and their

*See Appendix XXI
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delivery arranged at such a place so that the actual sales tax cur-
rent in the State only be paid, the representative of the Ministry of
Works, Housing and Supplv stated that the D.G.S. & D. was asked
by the Defence Ministry to arrange the entire deliveries at Bombay.
In future, he said. it had been decided to ask the contracting firms
to quote all inclusive terms inclusive of Sales Tax and with the
enforcement of the Inter-State Sales Tax it would not make any
difference even if the stores were delivered outside the state of
their purchase.

The Comptroller and Auditor-General stated that according
to the information made available to him, in the present
case 2,147 jeeps were moved out of Bombay within 3 months and
478 jeeps iwithin 6 months of their purchase. Government had
claimed a refund of Sales Tax from the firm in respect of this
quantitv. The Committee wanted to know whether any recovery
had been made. The representative of the Ministry of Works,
Housing and Subnply stated that it was for the consignee to take up
the matter with the State Government: he would check up whether
action had been taken in this regard.

Para 32 of 9th Renort: Loss on purchase of aviation stores without
proper verification of the financial status of a firm

148. From a *note submitted bv the Ministry of Works. Housing
and Supplv. the Committee understood that the Controller of Supply
Branch in the Indi» Store Department. London, was responsible
firstlv, for nat maintrining up-to-date lists of the approved contrac-
tors of Aersnautical Tnepection Directorate/Air Registration Board
—from whizh the firm. M/s Ai-craft Instrumentation Ltd. had been
subsequentlv removed-- and seeondlv. for not bringing in time to
the notice of the higher authority the default in supplies on the
part of the firm. Taking into consideration his unblemished record
of 33 vears. it had heen decided tn ask him to retire from service
voluntarilv failing which he should face a departmental enquiry.
In his evidence the representative of the Ministry of Works, Hous-
ing and Supplv stated that 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 but in this particular case it did not do so presum-
ably due to financial difficulties.

Paras 25—28 of the 14 Report: Contracts for the purchase of
ashestns cement sheets

149. The Committee nhserved from a notet submitted by the Minis-

try of Works, Housing and Supply that while placing the contracts the

Director General, India Store Department, changed the specifications

*See Appendix XVIL T
4Sec Appendix XVIL
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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 the Defence
Ministry, the 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 UK.
specifications but detailed specifications were not communicated.

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

MINISTRY OF DEFENCE
Para 22: Arrears in rent recoveries

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. 6847 lakhs pertained to the Rehabilitation Department on
account of occupation of military buildings by displaced persons
and a sum of Rs. 6156 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 private 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 unrealisable the question of their
write-off should be taken up.

As regards dues from the Ministries of the Central Govern-
ment, the Defence Secretary stated that consequent on the issue
of an amendment to the Civil Accounts Code. no rent would be
pavable by Civil Departments except Commercial Departments for
the Defence Services buildings used for non-residential purposes
and the bulk of outstandings due from them would shortly be ad-
justed. The R habilitation Ministry. it was stated, had paid Rs. 35
lakhs in the past and would pay Rs. 14 lakhs shortly. During the
current and next vears thev were expected to clear a considerable
portion of the arrears.
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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 10% 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 occupy-
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 House
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 emoluments.

The Committee were not convinced of the reasons advanced for
allotment of the quarter to the lady clerk with assessed rent of
Rs. 102/9/- per month and subsequently for reduction of the rent
recovery to 109 of her salary in spite of an undertaking given by
her to pay the assessed rent.

Para 26: Disposal of obsolete ammunition

153. In this case a contract was awarded to a contractor for dump-
ing of about 1,700 tons of ammunition into the sea within 15 days
(against one to two months required by others) at a higher rate



93

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 ammuni-
tion had to be back-loaded to the depot resulting in an infructuous
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 23rd
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 contract
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 the
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 Defenee
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 success. On the arrival of the ammunition at
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-
tors. The Law Ministry was being consulted whether in the event
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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 1954-55 (pp. 264-
273 of the Appropriation Accounts Defence Services, 1954-55).

Hindustan Aircraft (Private) Ltd.

156. The Committee drew attention to losses incurred by the
Hindustan Aircraft Ltd. in the sale of bus bodies to the tune of
Rs. 1,32,000 and Rs. 2,88,000 during the years 1954-55 and 1955-56, res-
pectively. 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 made
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 of 14th Report of the P.A.C.

157, The Committee desired that as recommended in their 14th Re-
port. a full report embracing the various activities of the Hindus-
tan Aircraft Ltd. should be made available to Members of Parlia-

ment annually.

*See Appendix XIV.
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Paras 62—65 of 19th Report of the P.A.C. Purchase of unsuitable
aero-engine 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 financial loss of 10% on their cost, plus freight charges
on their shipment to the U.S.A.

Accounts of the H AL 1854-55

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 completely 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. Intervening, the Defence Secretaryv stated
that, where planes were required by the Defence Services urgently,
the Ministry placed orders on foreign countries. The Ministry
could not depend on the Hindustan Aircraft Ltd. in emergencies
for supplies of advanced atrcraft in time. The Committee wanted to
be furnished with a note* stating the potentialitv of the Hindustan
Aircraft Ltd. to manufacture various t-pes of planes. In replyv to
question the Defence Secretary stated that the H A L. was supplving
spare parts for “Vampires' with the Defence Services.

160. As regards the profit made by the H A L. during the vear. the
representative of H.A L. stated that out of the profit of Rs 20
lakhs, certain appropriations had been made, leaving a net profit
of Rs. 3} lakhs.  As the products of the HAL., were mainly sold
to Government Departments--Ministries of Defence, Railwayvs and
Indian Aijrlines Corporation —the element of profit was limited. In
the case of coaches supplied to the Railwav Ministry the profit
margin worked out to 5% and in case of transactions with the
Defence Ministry it was from 3¢ to 109%, while the HAL. had
to pay 4’ as interest for the moneyv borrowed by it. The factorv
had declared a dividend to the shareholders only once since it
started production,

161. The Committee wanted to know whether anv measures had
been thought of to utilize the tull capacity of the H.AL. which
would alse help in saving rorveign exchange by cutting down im-
ports. The representative of the HAIL. stated that certain sugges-
tions had been made to Government in the matter. The factory

*Not printed.
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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 Communications had
considered the type of the transport required, but their decision
had not vet been made known. One great difficulty was that the
decision with regard to the requirements of a particular year was
taken by Government in the current vear and not in advance.

162. When asked 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 HA.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 manufacture
of ‘Gnat’. the factory had ordinary aircraft specifications 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.AL. 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.AL., the representative of the HAL.
stated that the factorv 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. AL. 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 3007
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, ith represented wages and ith 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.AL. was

SNt printed.
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Rs. 6 crores and that of the Mysore Government Rs. 60 lakhs. The
Central Government’s loan to H.AL. stood at Rs. 50 lakhs at 339
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. 1,58
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 cases 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.AL. 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 lakhs out of a total of
Rs. 17 lakhs.

166. The Committee then adjourned till 2-30 p.m. on the 3rd Sep-
tember, 1957.
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Ministry of Finance (Defence)

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

Bharat Electronics Ltd., Bangalore

Para 17 of Audit Report—Establishment of Bharat Electronics Ltd.,
Bangalore, for the manufacture of certain electronic equipment

168. An agreement with a French firm was concluded bv Govern-
ment for a period of 10 years with effect from the 1lst January,
1953 for establishnig a factory for the manufacture of certain elec-
tronic equipments. According 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 excluding rovalty on pro-
duction was payable to it in instalments during the period of con-
tract. A production programme for production of certain tyvpes of
signal stores was also stipulated in the agreement. The production
was to commence {rom the calendar vear 1956, but the programme
of production for the vears 1956 and 1957 could not be adhered
to and with the approval of the management of Bharat Electronics,
a revised programme was fixed for these vears. This programme
was again modified as the right proto-tvpes of wireless sets  re-
quired for the use of the Army were not produced by the French
firm. The firm, therefore, prepared an alternative programme for
the vear 1957 -the first veur of production.  Aceording 1o Audir,
due to the high cost of raw muaterial and components and  also
higher over-heads in the initial stages of limited production, the
cost of production of equipment was high and, thereiore. some of
the consumers were refuctant to payv this high price. as imported
equipment was obtainable at much lower prices. Further, the
French firm had not vet 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 Ltd. to obtain raw material
by open tenders.

169. The Committee wianted to know whether having regard to the
preference of the users in India for equipments not of the French
manufacture, it was prudent to have entered into an agreement
with a French firm The representative of the Bharat Electronies
Ltd. disclosed that at the time when the Agreement was entered
into five vears ago. there were only two firms who had tendered
viz,, this French firm, and a British firm having a subsidiary in India.
It was considered unwise to enter into an agreement with the British
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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 tha! 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,
Air and Navy 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 Army. Explaining the Army’s
view-point, the Master General of Ordnance stated that they would
accept the equipment produced by the Bharat Electronics Ltd. pro-

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,
broad use to which the set would have to be put. On that basis the
technical Development Establishment worked out details giving all
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the technical specifications. These specifications were given to the
Bharat Electronics Ltd., who designed a prototype and this was put to
laboratory tests. It was pointed out by the Comptroller and Auditor
General that the correct procedure should have been the initial pro-
duction of something already in use in Defence Services which could
be improved upon at a la‘er 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 209, of the equip-
ment would be uneconomical to manufacture or assemble and a fur-
ther 1577, 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 including radar, with-
in three years for equipments and components and four vears 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 pre-
judice to any other rights which they might have against the com-
panv, had the right to terminate the agreement by three months’ pre-
vious notice in writing and the company would not be entitled to »~-
pavment in respect of any period after the termination of the agree-
ment. As regards the production schedule, the representative of the
Bharat Electronics Ltd., informed the Committee 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 Bharat Electronics Ltd. to produce the right
type of equipment, the Defence Secretary stated that they had not
failed, although they took longer time to manufacture the equipment.
As a result, they were paid only £19,687 for the year 1956 against
£40,000 envisaged in the agreement. In reply to a question the repre-
sentative of the Bharat Electronics Ltd. stated that there had been
only one instance where a prototype which was rejected had to be
mo&iﬁed in France as all the technical personnel were not available in
India. When asked about the financial effect in case of the termina-
tion of the agreement with the firm, the Defence Secretary stated that
it was difficult to consider of this step unless Government were con-
vinced that the firm was adopting dilatory methods and was not co-
operating. Further, termination of the agreement might also raise
questions of patent rights and might stand in the way of the factory
proceeding with the production programme which was of the order
of Rs. 1'§ crores.
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171. The Committee were informed by the Defence Secretary that
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 Board 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 Control
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 it 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 to utilize the
capacity of the Bharat Electronics Ltd. by the Army should be sub-

mitted to them.

172. The Comptroller and Auditor General pointed out that during
the vear 1955-56. Rs. 1.61,00.000 worth of equipment which could have
been manufactured by the Bharat Electronics Ltd. was imported. The
figures included other equipments which were not strictly for militarv
needs but the bulk of this related io militaryv equipments. The rep-
resentative of the Defence Ministry pointed out that this was mainly
attributable to the import of complicated apparatus like Radars which
could not have been manufactured even in the next 4 or 5 vears. He
promised to furnish a note giving the value of the equipment im-
ported. which could have been manufactured by the Bharat Electro-
nics Ltd.. had the original schedule of production been adhered to.
The representatives of Bharat Electronics Ltd. informed that the fac-
tory should have produced Rs. 50 lakhs worth of equipment in the
first vear and Rs. 2 crores worth in the second vear but it was one
vear hehind schedule. In reply to a question, the representative
stated that the cost of production in the factory was less than the cost
of similar equipments imported from France but the equipments
from France were themselves expensive,

173. The Committec were informed that the production  pro-
gramme had also been provisionally fixed for the vear 1957-58 on the
basis of the estimated demands of the users.

Thev further learnt that the production schedule had  recentlv
been modified bv the firm with the approval of the Board of Direc-
tors. In view of the changes made in the production schedule a

*No Printed
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change had been made in the agreement to safeguard Government
against loss if schedules were not adhered to.

174. The Committee then wanted to know the position with regard
to the production of valves. The representative 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 did not manu-
facture the type of valves required by the Indian users. The firm was,
therefore, asked to try to come to an agreement with some other firm—
Philips or A.E.L. 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 guestion 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
tor production of valves were suspended even before this idea of pro-
ducing transisters was mooted in April. 1956, the representative of
Bharat Electronics Ltd. stated that the question of cost w.- tien
under examination and they were considering the comparativ. ad-
vantages in placing orders with either the British firm or Dutch firm.

. The Committee were informed that it would take 12-18 months to
establish production of valves if the Bharat Electronics Ltd. started
manufacture now. The Committee felt that the production should
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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 that 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 Ltd. 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 required by
Government Departments including the Home Ministry were routed
through the Radio and Cable Control Board, the latter ensured that
the orders which could go to the Bharat Electronics Ltd. were so
directed. As regards supply of the requirements of the State Govern-
ments, the representative 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 been
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 factory 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 Chairman was a Director of the
B.E.L., the interests of the Bharat Electronics were duly looked after.
A liaison Officer had also been appointed 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 BEL. stated that there were set rules in this respect.
Senior grade posts were advertised throughout the country, while
for class III posts, the advertisements were confined to regional
areas viz., Bangalore and Madras only. The Estimates Committee,
it was stated, had recommended the recruitment to be made on
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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.

Para 24: Losses due to belated 'incorrect firation 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. 2/8/- 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 representative 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 prevent 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) Oficers Valises (hold-alls) were being sold
from the Officers’ shops at Rs. 32 each since 1946. No attempts
were made till June 1955 to ascertain the manufacturing cost of the
article, when it was found that the manufacturing cost of the article
was Rs. 61 each. Sale of the article was, therefore, suspended
from 25th August, 1955. On the 25th November, 1955 the revised
price of Rs. 85/9/- was fixed. The loss due to the sale of the
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hold-alls at Rs. 32/- from 4th June, 1955 to 24th August, 1955
amounted 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 = 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 Ministre 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 mea-
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 shifting
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.
According to Audit. in two Depots the drivers of the idle tractors
continued to be employed resulting in avoidable expenditure of
Rs. 70,000 and Rs. 13,000 respectively till October-November, 1955.
In another Depot they were continued till 31st July, 1954 result-
ing in avoidable expenditure of Rs. 3,298 approximately.

The representative of the Ministry admitted that there was
delayv in handling this matter at different levels. The tractors had
been checked by the Mechanical Engincering authorities to see

»*See Appendix XIII
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whether they could be repaired provided the spare parts 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 tractors 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 persons—fitter 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 Defence
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.

*See Appendix 1A
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182. The Committee sat from 15-00 hours to 17-25 hours.

e SR ol o

PRESENT
Shri T. N. Singh—Chairman.
MEMBERS

Shri Ram Subhag Singh

Shri N. C. Laskar

Shri N. G. Ranga

Shri Radhelal Vyas

Shri A. C. Guha

Shri Upendranath Barman

Shri J. M. Mohamed Imam

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 Commercial Audit.

Shri P. K. Basu, Director, Director of Audit, Food, Rehabi-
litation, Supply, Commerce, Steel & Mines.

SECRETARIAT

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 epproved 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.
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APPENDIX

Statement showing the summary of principal observationsirecom-
mendations made in the Sixth Report of the Public Accounts Committee
on the Appropriation, Accounts Defence Services 1954-55 and Audit

Sl Reference
No. 1o Para No.
of the

1 2

t 6 (Intro-
duction)

Report

Report, 1956
Ministry - Summary ot conclusions/recommen-
concerned dations
3 4
Defence The working of  Ordnance Factories

has been under constant 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 Ordrance Factories. It has becen
found that a large number of orders
on the Ordnance Factories remains
pending for several vyears. They
are subsequently cancelled or  sus-
pended  due sometimes to frequent
charges in the decisions of the user
services. In  other cases their manu-
facture cannot be established though
in the meantime large quantities of
raw materials have been imported and
accumulated. Besides causing  large
amount of intructuous expenditure
such a situation leads to inefficiency
and waste. Provisioning and storing
cf huge quantitics of raw materials
without having established production
of anv particular item is to say the least,
unwise and at times fraught with risks.
The proper method should be for the
ordnance factorics to accept an  educa-
tional order of such items and first
cstablish production. Only when they
are corfident of manufacturing these
items  successfully should they provi-
sion for bulk production.

The Defence Ministry have row aceepted
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this position. It is, however, surprising
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4

1 2
2 6 (Indro-
duction)
3 3
5

Defence/
Finance
(Defence)

Do

Defence/
Finance

(Defence)

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.

The Committee 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 limit the country’s foreign
exchange porition can afford, it is more
than ever essential that the funds voted
are put to the best possible use. The
Committee trust that their observa-
tions and recommendations made in
this Report would be considered
carefully by the Government.

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.

The savings on Defence Capital Qutlay,

as in the previous years continued to be
abnormally  high, being 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 those works
only which have been approved o1
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.
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2 3
6 Defence/
Finance
(Defence)
7 Finance
(Defence)
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 year, they reiterate the
recommendation made in their previous
repotts 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 (Defence) 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  Services
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 Com-
mittee would reiterate the recommenda-
tion made in their Ninetecenth Report
that payments 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 Defence outlay is put to the
best possible use. The Committee
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in the past have come across instances
of purchase of defective or unwanted
stores involving loss or wasteful ex-
penditure. Arain, there has been a
number of cases ¢f infructuous ex-
penditure by the Ordnance Factories
as a result of tneir taking up manufa-
cture of arms and emmunition which
were either not required immediately
or were beyond their capacity to
manufacture.

The Committee therefore desire that the
Ministry of Finance (Defence) which
performs a dual rcle piz.  of treasury
centrol 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 Commitiee
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.

(ii) Another feature in this case was the lack
«f 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

All Ministries Report and reiterate their observation
that the representatives of the Ministry
should come fully briefed before the
Committee and give correct information
when _asked.

8 13 Defence (i) In the case referred to in para 9 of the Audit
Report, 1956, the Committee could
hardly see any convincing reason for
the decision to defer the reduction in
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demand on the U.K., as obsolescent
stores should under existing orders
be utilised.

(ii) The Ccmmittee are surprised that no
action was taken to reduce the bulk
order placed on the DGOPF till Decem-
ber, 1953 by which time, surplus com-
ponents of the value of Rs. 1,68,000
had been accumulated.

(iif) 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  techrnique 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 vears, the Committee have
come across a number of such cases
where for want of proper co-ordina-
tion and organisation, infructuous
expenditure of a very large magnitude
had been incurred.

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 old
type.

(v) Another interesting feature which the
Committee noticed in ihis case was the
procedure adopted by the Defence
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authorities for declaring a store obsolete/
obsolescent. The  Commitee  re-
cognise that in technical field the
opinion of the Chief of the General
Sraff 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-
mitree  would, therefore, urge upon
both the Ministry of Defence and the
Financial Adviser 1o exercise more
vigilance while scrutinizing replacement
so that available resources are not
frittered away.

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

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

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

and

(i) secure immediate action for
reducing the demand al-
ready placed when a later
provision review discloses
surplus.

The Committee feel that this will go

a long way in avoiding much of the
infructuous expenditure  incurred by

This case clearly shows the defective

system under which the organisation
of DGOF works.
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Defence (i) The Ministry assured the Committee
that as a result of the measures taken
cases of over-provisioning and infruc-
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
97,000 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

(Defence) of stores referred to in para 11 of the
Audit Report, 1956, the Committee
would like to be informed of the action
taken against the officers responsible
for negligence in the Ministry of
Finance (Defence).

Defence/ (i) The Committee note that instructions

Finance have been issued both by the Ministry

(Defence) of Defence and Ministry of Finance
(Defence) to avoid recurrence of such
cases.

Defence (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 operational. The
Commirtee could not get any satisfactory
answer why the Naval authorities did no
draw up their provisioning programme
in advance until the stores were comp-
letely exhausted and react to the chang-
ed situation promptly after the urgency
disappesared.
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(ii) The Committee are surprised how the

Naval authorities could fix the delivery
period as a fortnight 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.

The  Committee would express their

disapproval of the action of ihe 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.

(i) The Committee trust that the in-

structions  issued regarding cancella-
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 would invite attention
to the recommendation of the Estimates
Committee in para 9o 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 t0 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 thatthe
present system of placing orders is
inherently  defective and needs im-
provement.

(iiy The Committee trust that the
provision of technical staff in the
factorics 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 precse duties of such personnei
at the Headquarters where technical

supervision at higher levels is already
available.

26 Defence (i) The Committee are glad to learn that
to remedy lack of detailed planning
and systematic progressing of  the
orders placed on the D.G.O.F., the
Ministry of Defence have accepted the
rccommcndauon of thc anxson Oﬁocr
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that forward planning should be
carried out in respect of important
items 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 specify the reasons for delay in
execution of orders and the D.G.O.F.
should see that these causes are
removed as far as possible so that
production could be expedited. These
reports should also be scrutinised at
half-yearly intervals by the Controller
General of Defence Production and
the Defence Production Board so as to
enable them to initiate timely action.

(i) While the Committee appreciate that

there might be in some cases real
difficulties 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 Organisa-
tion of the D.G.S. & D. would improve
the situation considerably They also
desire that the present procedure of
processing of indents of the D.G.O.F.
by the D.G.S. & D.,, 1.S.D., London
and I.S.M., Washington should be
reviewed with a view to removing in-
ordinate delays in supplies.

The Committee feel that it would be

worthwhile to tap the various Depart-
mental workshop factories for supply
of stores against petty orders for tele-
printer spares, automobile  spares,
etc.
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(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 r§ of Audit
Report, 1956.

—Do— (ii) The Committee are not satisfied with the

decision of the Defence Ministry to
continue production in this case at the
high rate even after the emergency
was over, merely to avoid 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, leading
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.

(i) This is yet another case where the

fundamental principle of first establish-
ing manufacture of a new store by
undertaking trial order before provi-
sioning for bulk manufacture, was
ignored by the D.G.O.F. resulting in
infructuous 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 Comptrol-
ler and Auditor General, the Committee
observe that such expenditure amounted
to about Rs. 68 lakhs because the
D.G.O.F. accepted bulk orders and
went  aghead with bulk provisioning
before establishing manufacture of the
stores. The Committee  regret
notcthatt}nspmcncchasbeeuanormal
feature of the working of the
Ordnance  Factories.
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(i) The Comrittee, feel that it would
be necessary to define preciselv 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 quantity on the plea that
sizeable quantities of raw materjals
would facilirate economic  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.

The Committee, therefore, recommended
that the necessity of an educational
order and its size should both be
determined by the Ministry of Defence.

Defence (i) The Committee desire that results of

examination carried out in respect of
stores worth less than Rs. 1 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 thz Ordnance Factcries and
Depots.

(ii) They also desire rhat the limit to the
financial powers of tke D.G.O.F. in
incurring expenditure on the manu-
facture of components for stock pur-
pose should be fixed early.

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

e s i e e 4 g, - — o on et e
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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 bottle-
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 recommenda-
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. 1,58 lakhs (ason
31-3-56) to accumulate in this manner.
For, its main customer 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 Ministry, 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 fully
utilised. In the interest of both the
ILA.F. and H.A.L,, the latter would do
well to examine the questions of
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increasing their production and manu-
facture of engines and airframes of the
types selected by the I.AF. 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.

(if) The Committee would suegest that the

Ministries of Defence and Communi-
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 10 Govern-
ment by the H.AL. and they would
like to know the final decision arrived
at in the matter.

(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.

(iv) They would also suggest that its capacity

for overhaul and servicing etc. should be
fully utilised, swutabiy co~ordinated and
pooled with the Air India International.
Airlines Corporation and I.A.F. in-
ternal facilities, for such purposes to
avoid over-lapping in the interest of
economy and efficiency.

(v) The Committee suggest that the manu-

facture of cheaper trainer aircraft by
the H. A. L. should be investigated
in order to cater to the growing needs of
Flying Clubs in the country.
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The desirability of supplying H.T. 2 air-
craft to Flying Clubs on instalment
basis should also be considered by the
H.A.L. as it 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 certain types of aircraft
and engines.

The Committee would like to have
comparative statement of the cost of
the Integral Rail Coaches to be manufac-
tured by the H.A.L. and the Integral
Coach Factory, Perambur (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 aircrafts
required for internal feeder services.

The Commirtee find that the H.A.L.
have not so far taken any concrete steps
to prepare a derailed snnual report on
the working of its various Branches for
being made available to Members of
Parliament as recommended by them
in Para 41 of their 14th Report. They
would,  therefore, reiterate their
earlier recommendation 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 after
careful consideration. If so, the Com-
mittee think, it is idle to suggest now
(after half the period of contract has
rolled by) the user Services were
averse to purchase the equipment
manufactured by B.E.L. because of
their  unfamiliarity etc. Such g
attitude, if it is allowed to comtinue,
will hamper production and smother
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if not kill, the incentive to produce..
The Committee are, therefore, 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 Ambermath.
They trust that the Ministry will profit
by these experiences.

45 Defence (i) In retrospect, the conclusion is irresisti-
ble that the production programmcs
have not been weli-planned in the
Project Report; nor have they been
properly scrutinised by the Technicaf
Directorate in the Ministry. It is
not known whether attention was paid
to the suggestion of the Technical
sub-Committee regarding some changes.
in the production schedule of B.E.L.
cither at the time of finalising the
contract or while modifying the pro-
duction schedules subsequently. Un-
doubtedly the iniual set-backs encoun~
tered by B.E.L. in establishing pro~
duction were duc 1o pecack of persliive .
in planning production. The emphasis
on the development aspect was more
than it ought 10 be . In a new venture
like the electronic industry. a better
and more prudent coursc would have
been to start production of types of
equipment already in use (and thercfore
acceptable to users without modifications-
and claborate tests and trials) and then
switch over to new types gradually.

(ii) Of the three types of wireless scts requi-
red for the Defence Services, production
In two cases is not expected to commence
car!icr.than 1959 and 1963 respectively,
while in the third, development work
has been stopped. The Committee
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would, therefore, suggest that production
of less complicated equipments 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 B.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 Commirtee called 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
elecironic 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 fully utilised by the
Government Departments, for the Board
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 directed.
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 capaaty
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 Defence The Committee consider that as a factory
run on business principles, B.E. L.
should have an efficdent  Sales
Department. This Department should
be manned by competent technical
officers who wil contact the
user Departments with a view to ascer-
taining their future requirements and
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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 equipment
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 Committee 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.

(i) The Committee were informed that B.E.L?

had already spent 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 lakhs. In these circum-
stances, the Committee considered that-
the obvious choice is the public sector.
The Committee would, therefore, urge
that the negotiations with the other
company in this behalf should be
finalised without any further delay and
prgdltjction of valves started by the
B.EL.

(i) One important question which the Com-

mittee understand is being considered
by the Defence Ministry in this regard

is how far the entering into the licensing

agreements with other firms for valves
would affect the obligations of Govern-
ment under the terms of their agreement -
with the C.S.F. the French firm as this
would affect the full utilisation of Bharat
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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.

(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 closed
work orders at the end of the year for
reallocation 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:

(1) The Committee should be informed as

to the manner in which the amount of
loss of the order of Rs. 207 lakhs
in respect of 147 sets of transmitters
and 314 sets of receivers is proposed
to be finally adjusted.

At present, with the major part of B.E.L.’s

capacity lying unutilised, the overhead
costs are disproportionately high. A
sort of weighted overhead is being
charged on the equipments manufac-
tured at present. The Committee
were given to understand that this
was inevitable and with the tempo
of production 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 effactive
measures to guard against extravagance
and allocating too much overhead on its
products  which might result in
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“pricing  itself out of the market.”
With this object in view, the B.E.L.
should scrutinise its overhead costs
periodically and see that its costs are
comparable, if not competitive, with
imported equipments.

The Commirttee regret to observe that

store-accounting and  storekeeping
continues to be in an unsatisfactory
condition, and even after completion of
the Re-organisation  Scheme. no
perceptible improvement has  becn
noticed. They would therefore reiterate
their  oft-repeated observations that
unless the quantity and location of
stores are known 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.

(i) 'The Committee regret to observe that so

long after the end of the War, the store
keeping was allowed to remain in such a
chaotic state in the Air Force Depots.
In their opinion the situation warranted
much earlier action to screen the old
stocks with a view 10 determining their
usability and disposing of obsolete and
unwanted items. While the Com-
mittee appreciate that the present pro-
cedure is designed to ensure that stocks
which might be required in future should
not be declared surplus, if we 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 future.

(i) The Committee would like to know in due

course  the value of stores declared
‘inactive’ and progress made in their
disposal.

The Commirtee desire that the outstanding

rent recoveries in respect of the Defence

Services Buildings should be reduced
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considerably. The Committee 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 1o
percent of her pay. How could the
Command Controller overlook the fact
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 irregular-
ities in future necessary instructions
should be issued to ensure that no higher
accommodation is aliotted 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 cases of
this type.

The 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 failure to follow the
correct procedure. The Committee
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 Offi-
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cers’ 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.

63 Defence The Committee would like to watch the:
results of the implementation of the re-
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.

64 Do. The Committee are not happy about the-
inordinate delay in repairing the tractors.
in this case which resulted not only in.
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 irregularity in the authorised
establishment of fitters and fitter-mates
and the number of surplus drivers
utilised in lieu and how far the employ-
ment of drivers in lieu of fitters and
fitter-mates is feasible and justified from
the point of view of efficiency and eco-
nomy.

67 Do. (i) The Committee think that the whole
transaction was ill-planned and ill-
conceived. They endorse the view of
Audit that the infructuous expenditure
could have been avoided if the opera-
tion had been well-timed. It is sur-
prising that the most favourable part
of the year for this operation should
have been unknown to the Defence
authorities who have been dumping
ammunition for quite a number of years.




[PPSO R—

131

The Committee also take & serious view-
of the manner in which the Embarka-
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 outcome of the arbitra-

tion proceedings in this case.

68 Defence (ii) The Committee trust that necessary ad=.

ministrative instructions with regard to
dumping operations when issued would
prevent  recurrence  of  nugatary
expenditure in future.

Defence (iii) The Committee note that the Ministry of

WH. &S.

Law

—

43 69 Defence

44 70 Do
45 71 Defence
Finance

Defence propose to evolve, in consulta-
tion with the Ministries of Works,
Housing and Supply and Law, suitable
terms of contracts to be applicable in
the such cases with a view to enforcing-
deterrent penalties against defaulting
contractors and also to increase amounts
of security. The Committee would like
to be informed of the final decision
arrived at in the matter.

The Committee would like to have a

further report regarding the recoveries
made, from the State Governments in
respect of the surveys of the two ports,
which work out to be Rs. ¢ lakhs.

The Committee recommend that in each

case the final action taken on their re-
commendations should be expedited.

The Committee desire that in order to

enable them to have a proper appreciation
of the position with regard to advance
payment made to the U.K. Government
for purchase of stores for short and long
term deliveries they shouyld be furnished
with the statement showing the details.
of outstanding advances as on 3oth
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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 aiso con-
sider the question of demanding advance
payments whenever bulk orders for stores
are placed on them by other countries.

The Committee wonder how the Defence

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,, 1.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.

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 Committee are of the view that the
position will still be extremely anoma-
lous and would therefore recommend that
the question of placing the Organisation
on a statutory basis as a corporate body
under an Act of Parliament should be
further considered.

75 Defence (i) It appears that a proper enquiry into the
WHE&S. case relating to the purchase of aviation

stores referred to in para 33 of the ¢th
Report of the P.A.C. was not instituted.
The Committee feel that the Controller
of Supply Branch in the India Store
Department who was responsible for
certain administrative lapses, has been
let off lightly.
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Defence (i) As observed by the last Committee, the

W.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.

(i1i) The Committee have been assured by the

Ministry of Works, Housing and Supply
that the review of the procedure re-
garding pavments on ‘understanding’
was in progress to see whether its conti-
nuance was in the interest of the Go-
vernment, The Committee  would
await the results of the review,

(i; The Committee are not convinced that

the reasons given by the Ministry 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.W.D. etc,
to the tune of 25%,.

(i) 'The Committee trust that with the issue of

Do,

instructions by the Ministry of Defence
in December, 1956 there would not be
such variations in furure between the
rates of wages paid by the \arious
Defence Authorities and the local
P.W.D. rates at any place. They desire
that similar reviews of wages paid by
the Defence authorities vis-a-vis rates
fixed by the local Governments, Railway
cte. should be carried out in  other
Commands also.

TThe Committee feel that had action been

taken earlier to salvage the war-time
installed tanks for reserve storage for
mechanical transport fuel, the number
of scrviceable tanks would have been
more. Theyv would like to have further
information on the following points:—

(a) Has the survey of the tanks located
at all the airfields and stations been
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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 siru.

79 Defence (i) The Committee regret to observe that
the punishment meted out to the officers
responsible for not communicating to-
the War Office the precise specifications
of the store required by the Defence
Ministry in the case referred to in paras
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 2
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.

80 Do. (1) The Committee do not accept the explana-
tion given by the Ministry of Defence
for the purchase of 4 x 2 vehicles to meet
the deficiency of 4 x4 vehicles, as ad-
mittedly 4x2 vehicles could not take
the place of 4x4 vehicles. They
were told in evidence that the firm
in question werc given these orders for
4 X2 vehicles to enable them to take up
manufacture of 4X4 vehicles in due
course. The Committee would like
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to be informed whether the manufacture
of 4X4 vehicles has since been estab-
lished by the two firms.

(ii) The Committee also desire to be informed
how the deficiency of 8124 of 4X4
type in  195I1-52 was reduced to
3,071 in 1952-53 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 the period after which
a vehicle is normally declared for dis-
posal.

(iv) The Committee also desire to  know
whether there are any instructions as to
which particular 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
Rroper account of the retrieved parts
is kept by the appropriate authorities.

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 31,000 vehicles and those
sentenced as repairable subsequently.
They should also be informed
of the improvement effected in the
overhauling capacity of workshops and
of other measures, if any, taken to step
up progress of repairs of vehicles.

(i) In the case relating to the infructuous
expenditure due to  cancellstion of a
demand referred to in paras 47-$3 of
the 19th Report of the P.A.C. the Com-
mittee are surprised that the D.G.O.F,
should have proceeded with the
on the basis of a casual ‘enquiry’
foreign country for $0,000 numbers
the store.

H
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85

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

Do.

Do.

Do.

(i)

the large number of cases of
defective provisioning brought to light
in successive vears do not sup-
port the Minisury’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 I5 of this Report also.

The Committee observe that the
disciplinary action taken in the case
re : acquisition of unwanted stores
referred to in  para  s5 of
their 19th Report has been confined to
the lower staff only. They feel that
the responsibility of higher officers
should also be fixed.

The Committee  would like to
suggest 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 Com-
mittee, are however, of the opinion that
the expenditure incurred on the Sales
Organisation 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 expert and increase effected
to securing orders from the civil trade,

(ii) The Committee are of the opinion that

with a view to utilising the idle capacity
of the Ordnance Factories, a review of
the requirements of the private trade
and Government Departments § for
items of civil use should be undertaken
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The Committee would like to know the-
steps taken to secure orders from private -
trade and Government Departments .
and the value of orders executed for the -
Government Departments and private:
trade for civilian items during the
last three years, year-wise.

87 Defence 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 stores purchased from
other countries and quantum of arrears,
if anv,

88 Do. In the opinion of the Committee the
punishment meted out to the officers
responsible in the two cases (i) Disposal
of blankets and (ii) Delay in publication
of payment issue vote referred toin
paras 84—86 and 87-—89 respectively of
their 19th Report. was grossly

inadequate.
Do. The Committee  regret that  complete
W.H.&S. facts were not brought to the notice of
“All other the Committee of 1955-56. regarding

the case referred to in paras 90-100
of their 19th Report—Ex---gratia
payment to a private firm, They
desire that in future all relevant and
complete facts should invariably be
placed before them either during the
course of evidence or through notes/
memoranda submitted to them subset-

Ministeries

quently.
89 W.H.& S. In the present case. the Committee:
are  npot  still convinced that

the payment of sales tax was legi-
timately duc to the firm in respect of the
first contract as there was no reference
to sales-tax in the firm’s offer. They
are also not sure whether there was any
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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,

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
y2ars. They would like to watch the
progress made in the matter.

QIPND--L § [I}-=116 L. 8. ~~6-3- §8=1600






