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INTRODUCTION

I, the Chairman, Committee on Public Undertakings having been
authorised by the Committee to submit the Report on their behalf, pre-
sent this Fifty-eighth Report on the action taken by Government on
the recommendations contained in the Twenty-Fifth Report of the Com-
mittee on Public Undertakings (Fourth Lok Sabha) on Praga Tools
Ltd. [Paras in Section IV of Audit Report (Commercial), 1968]

2. The Twenty-fifth Report of the Committee on Public Undertak-
ings was presented to Lok Sabha on the 2lst February, 1969. Govern-
ment furnished their replies indicating the action taken on the recom-
mendations contained in the Report by the 7th November, 1969 in
six batches.

3. The replies of Government to the recommendations contained in
the aforesaid Report were considered and approved by the Committee
on the 4th December, 1969 and the Chairman was authorised to finalise
the Report on the basis of the decision of the Committee and present
it to Parliament.

4. The Report has been divided in the following five Chapters:—
(i) Report; -
(ii) Recommendations that have been accepted by Government;

(iiiy Recommendations which the Committee do not desire to
pursue in view of Government’s reply;

(iv) Recommendations in respect of which replies of Government
have not been accepted by the Committee;

(v) Recommendation in respect of which final replies of Gov-
ernment are still awaited.

5. An analysis of the action taken by Government on the recom-
mendations contained in the Twenty-fifth Report of the Committee on
Public Undertakings (Fourth Lok Sabha) is given in Appendix XVII
It would be observed therefrom that all the 17 recommendations made
in the Report have been accepted by Government.

M. B. RANA,
Chairman,
Committee on Public Undertakings.
New DeLni;
January 12, 1970.
Pausa 22, 1891 (). ~
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CHAPTER 1
REPORT

The Committee would like to record that replies of Government to
the recommendations contained in the Twenty-fifth Report on Praga
Tools Ltd., [Paras in Section IV of Audit Report (Commercial),
1968] which have been seen and concurred in by the Ministry of
Finance (Defence) and the Comptroller and Auditor General of India
were received in time and to the satisfaction of the Committee.



CHAPTER I

RECOMMENDATIONS THAT HAVE BEEN ACCEPTED BY
GOVERNMENT

Recommendation (Serial No. 1)

The Committee find that non-inclusion of all essential items of ex-
penditure and inadequate provision in respect of certain items are com-
mon lapses of the estimates contained in the project report estimates,
If the Ministry/ management of an undertaking acts with proper thought
and foresight revision of estimates in many cases can be avoided. Up-
ward revision of estimates later on not only puts extra burden on the
public exchequer, but also affects the cost of production adversely, The
Committee hope that the management of Praga Tools will now ensure
that the various projects under execution at present will be completed

within the latest revised estimates.
(Paragraph 2.5)

Reply of Government

The recommendation has been noted by the Govt. and Praga Tools
Ltd. Praga Tools Ltd., have confirmed that the projects under execu-
tion will be completed within the latest revised estimates. They have
also issued internal instructions to all the concerned officers of the
Company who deal with the matters connected with the preparation of
the project estimates to ensure inclusion of all essential items of expendi-
ture (including customs duty, freight and insurance charges etc)) in the
project estimates so as to avoid wide fluctuation in the Project Costs
and the profitability due to such revision vide Company Circular No. 93

dated 24669 (Appendix I). Necessary instructions have also been
jssued by the Ministry of Defence to all Defence Public Sector Under-

takings under their letter No. F. 12(4) |69|D (PS) -PC.I, dated 18-8-69
(Appendix II).
[Ministry of Defence Office Memo. No. F. 12(4) [69|D (PS), dated
16-9-1969]. .
Recommendation (Serial No. 2)
The Committee are of the opinion that with the revision of the

estimates the economics and profitability of the projects should have
been worked out again. They are constrained tc note that in spite of

2
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a clear directive from the Board of Directors in July, 1966 for review-
ing the pricing policy and improving productivity, no effective steps
have been taken in this direction. They hope that the economics of
the projects would now be reviewed without any further loss of time
and profitability maintained as far as practicable.

(Paragraph 2.9)

Reply of Government

The Committee’s recommendation has been noted by Praga Tools
Ltd. They have started reworking the economics|profitability of all
projects taking into consideration revised increased expenditure. The
result of the review being undertaken by the Company in this regard
will be intimated to the Lok Sabha Secretariat in due course. Neces-
sary instructions regarding working out of economics and profitability
of the projects in cases of significant upward revision of Project esti-
mates have also been issued to all Defence Public Sector Undertakings
under Ministry of Defence letter No. F. 12(4)|69|D (PS)-PC.II, dated
18-8-69 (Appendix III).

[Ministry of Defence Office Memo. No. F. 12(4) |69|D (PS), dated
16-9-1969].
Recommendation (Serial No. 3)

The Committee are sorry to note that the question of compensation
for supply of wrong: components by the collaborators in the lIst phase
of the C.V.A. Drill Chuck was not even taken up with the suppliers.
They feel that sufficient safeguard should have been provided in the
agreement against supply of wrong parts, which in this case resulted in
considerable delay in completion of the third stage of the Project. A
suitably penalty clause could, to some ‘extent, have compensated the
loss suffered by the Praga Tools Ltd. on this account. The Committee
suggest that Government should include a penalty clause for supply of
wrong or defective equipment in all future contracts. _

(Paragraph 3.6)
Reply of Government

The recommendation of the Committee has been noted by the
Ministry of Defence and Praga Tools Ltd., for future action. The
Company has also issued necessary instructions to z2ll the concerned
officers of the Company vide Company Circular No. 93 dated 24-6-1969
(Appendix I). General instructions have also been issued to all Pub-
lic Sector Undertakings and concerned Sections in the Ministry wvide
Ministry of Defence letter No. F. 12(4) |69|D (PS)-PC.III, dated 23-8-69
(Appendix IV), ’

[Ministry of Defence Office Memn. No. F. 12(4) |69|D (PS), dated
16-9-1969].
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Recommendation (Serial No, 4)

The Committee are sorry to note that the officials of the Company
were casual about location of valuable imported equipment contained
in two cases which were shipped by the collaborators in September,
1962 but were lost in transit and could be located only after 4 months.
This only goes to prove that the procedure for receipt and inspection
of equipment were not adequate. They feel that the circumstances
under which the two cases were not collected should have been investi-
gated and responsibility fixed. They hope that suitable guidelines would
now be drawn up to avoid occurrence of such a mistake in fuiure.

(Paragraph 3.10)
Reply of Government

The recommendation of the Committee has been noted by Praga
Tools I.td. No. personal responsibility could be fixed for the missing
toolings as the officers dcaling with the particular case have since left
the service of the Company. Praga Tools Ltd. have now issued suitable
instructions to the concerned officers of the Company to avoid occus-
rence of such mistakes in future vide Company Circular No. 98 dated
24-6-69 (Appendix I). General instructions have also been issued to
all Defence Public Sector Undertakings and concerned Sections in the
Ministry of Defence vide letter No. F. 12(4) (69D (PS)-PC.IV, dated
23-8-1969 (Appendix V),

[Ministry of Defence Officc Memo. No. F. 12(4) |69|D (PS), dated
16-9-1969].

Recommendation (Serial No. 5)

The fact that the full capacity of the C.V.A. Drill Chuck Project
could not be exploited even after its completion is no justification for
the delay in completion. No effective steps were taken by the manage-
ment to train and impart the necessary skill to the personnel for main-
taining the sophisticated equipment before the completion of the pro-
ject. The Committee hope that the personnel by now have been
trained to handle the machinery and equipment and their productivity
is upto the mark. Regarding labour trouble, the Committee can only
urge the management as well as the union leaders to make every effort
for 1naintaining harmonious relationship” with one another so that pro-
duction in this vital Defence project does not suffer.

(Paragraph 3.12)
Reply of Government

The recommendation of the Committee has been noted by Praga
Tools Ltd. The Company has also confirmed that the personnel have
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now been trained to handle machinery and equipment of Drill Chuck
Project and their productivity is upio the mark. Relations with labour
are now satisfactory and it is hoped that this will help to improve the
productivity 'of the Company. The Company has issued suitable instruc-
tions for timely selection/ recruitment and training of the personnel
who would be required to handle the sophisticated machinery and
equipment concerning any new Project so as to maintain its producti-
vity upto the mark, vide Company Circular No. 93 dated 24-6-69
(Appendix I). General instructions have also been issued to all Pub-
lic Sector Undertakings and concerned Sections in the Ministry of

Defence vide letter No. F. 12(4) [69!D (PS)-PC.V, dated 23-8-1969 (Appen-
dix VIy. '

[Ministry of Defence Office M:zmo. No. F. 12(4) |69|D (PS), dated
16-9-1969].

Recommendation (Serial No. 6)

The Committee is distressed to note that only because the management
wasted a period of 14 moenths in arriving at a decision over a procedural
matter a large amount or toreign exchange credit was allowed to lapse
whichh resulted in delaying an important project (Pratt Lathe Chuck),
They arz abo surprised that the matter was not brought to the notice of
Ministev wt aw stage.  Thev are sure that if the Ministry had themselves
kept a watch on the progress of the project they woulid have rome to know
ol e delay and 1aken timelv action. At this stage the Committee can
only hope that with the change in the management and the Board of Direc-
tors, such a situation will not occur in futures and decisions on vital matters
will be taken by the management promptly and confidently. They feel
that the Ministry should also not hesitate to help and guide an undertak-
ing particularly where defence production is involved.

(Paragraph 3.16)
Reply of Government

The recommendation of the Committee has been noted by the Minis-
t=v of Defence and Praga Tools Lud. for future action. The Company has
also issued necessarv instructions to all its Officers vide' Company Circular
No. 98 dated 24-6-1969 (Appendix T). Ministry of Defence have also issu-
ed general instructions to all Defence Public Sector Undertakings and con-
cerned sections wvide letter No. F. 12(4)169|D (PS)-PC.V], dated 6th
September, 1969 (Appendix VII). -

[Ministry of Defence Ofice Memo. No. F. 12(4)[69]D (PS), dated-
27.9-1969].



Recowmmendation (Serisl No. 7)

Non-completion of stage III of the Tool and Cutter Grinder has been
attributed to delay in placing orders for the machinery. The management
not only signed the Collaboration agreement with M/s. A. A. Jones and
Shipman Ltd. without finalising the working arrangements, but also pro-
ceeded in a leisurely manner to place the orders for the machines, All
these lead to the conclusion that the management did not make any effort
to settle the issue at an early date. The Committee deprecate indifferent
attitude of the management which led to the delay in arrxvmg at a final
decision to place the orders for the required machinery.

(Paragraph 3.20)

Reply of Government

‘The recommendation of the Committee has been noted by Praga Tools
Ltd. The Company has issued necessary instructions to the concerned
Officers to avoid such lapses vide Company Circular No. 93 dated 24-6-1969
(Appendix I). General instructions have also been issued to all Defence
Public Sector Undertakings and concerned sections in the Ministry of De-
fence vide letter No. F. 12(4) |[69|D (PS)-PC.VII, dated the 6th September,
1969 (Appendix VIII).

[Ministry of Defence Office Memo. No. F. 12(4) |69|D (PS), dated
27-9-1969].
Recommendation (Serial No. 8)

It will be scen that even though the collaboration agreement with the
French Firm was signed on the 8th June, 1966 for the import of Machinery
for Milling Machine Project, the contract formally came into force only
on the 14th August, 1967 i.c. after a period of 14 months. Difficulties ex-
perienced were of routine procedural nature. The Committee feel that it
is another instance of inept handling of the project and had the Govern-
ment machinery acted promptly these procedural difficulties could have
been overcome or time-lag reduced.

(Paragraph 3.24)
Reply of Government

The observations of the Committee have been noted by the Ministry of
Detence and Praga Tools Ltd. The Company has issued suitable instruc-
tions in the matter vide Circular No. 93 dated 24-6-1969 (Appendix I).
Necessary instructions have also been issued to all Defence Public Sector
Undertakings and concerned sections in the Ministry of Defence to avoid
the types of the delays referred to, vide letter No. F. 12 (4) /69/D (PS) -PC.
VIII, dated 6th September, 1969 (Appendix IX).

[Ministry of Defence Office Memo. No. F. 12(4) |69|D (PS)-PC.VII],

dated 27-9-1969).
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Recommendation (Serial No. 9)

After examining the reasons for delays in completion of the various pro-
jects of Praga Tools Ltd., the Committee cannot help feeling that there was
a lack of coordination between the undertaking and the Department of
Defence Production as also between other concerned Ministries. They
hope that all efforts would now be made by the management and the

Ministry to avoid recurrence of such delays in future.
(Paragraph 3.25)

Reply of Government

The recommendation of the Committee has been noted by the Minis-
try of Defence and Praga Tools Ltd. The Company has issued necessary
instructions to avoid such lapses vide Company Circular No. 93 dated
24-6-69 (Appendix I). General instructions have also been issued to all
Defence Public Sector Undertakings and concerned sections in the Minis-
try of Defence vide Ministry of Defence letter No. F. 12 (4) |69|D (PS) PC-
IX, dated 6th September, 1969 (Appendix X).

[Ministry of Defence Officc Memo. No. F. 12(4)|69|D (PS), dated
27-9-1969].

: Recommendation (Serial No, 10)

The Committee are unhappy with the present state of affairs in the
Company. Labour troubles appear to be the perennial problem of the
Undertaking. The Committee desire that ways and means should be
devised to boost the labour morale and increase their productivity. The
Committee are concerned to note the continual poor quality of the castings
produced by Praga Tools’ foundry as well as of these obtained by it from
outside foundries.

They would suggest immediate steps to locate required quality castings
from alternate sources, till they can themselves meet the demand. Reasons
for falling market for machine tools of Praga should also be analysed and
the selling organisation strengthened to build up additional markets for

their products.
(Paragraph 3.34)

Reply of Government

The recommendation of the Committee on Public Undertakings has
been noted by Praga Tools Ltd. The labour relations between the Man-
agement and the recognised Union have shown improvement since January,
1969. The supply position of quality castings from outside sources has
improved and the Company has confirmed that this problem is now satis-
factorily solved. The quality of production in the Company’s own foundry
has also improved. Steps are also being taken to strengthen the Selling -
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Drganisation of the Company by recruiting Regional Managers at the im-
portant places e.g. Delhi, Calcutta and Bombay. The Company has already
established a Regional Office in Delhi and this is functioning since 1-6-1968.
The Company has issued suitable instructions for prompt and proper
checking of the materials received from the suppliers (foreign as well as
indigenous) ville Company Circular No. 93 dated 24-6-69 (appendix I).
Suitable general instructions have also been issued to the Defence Public
Sector Undertakings and concerned sections in this Ministry vide Ministry
of Defence letter No. F. 12 (4) /69/D (PS) -PC-X dated 6th September 1969
(Appendix XI).

[Ministry of Defence Office-Memo., No. F. 12 (4) /69/D (PS) dated
13-10-1969].

Recommendation (Serial No. 11)

The Committee regret to note that the break-down of the hammer in
the Forge and Foundry Division resulted in a loss of production of nearly
Rs. 30 lakhs. It appears to them that the causes of the break-down were
not fully investigated by the management and as such it is not clear as to
how the mishap occurred. The Committee would, therefore, recommend
that before the new tup is assembled and put into operation, it should be
ensured that the factors which caused the earlier break-downs are carefully
investigated and eliminated so as to avoid such break-downs in futurey
(Paragraph—3.87) .

Reply of Government

The recommendation of the Committee on Public Undertakings has
been noted by Praga Tools 1.td.  The Company has stated that the mat-
ter was investigated.  For this purpose, discussions were held by the Man-
aging Director and the Technical staff with Ordnance Factories, Expert
lrom the manufacturers of the Hammer and also with a Technical repre-
sentative of the Polish Consulate in Bombay. As a result of these discus-
sions, the Hammer was completely taken out from the old foundation and
re-erected after rectifying the defects in the foundation, and a new tup was
fitted on to the Hammer. For this crection, a retired Technical Officer
from the Ovdnance Factories was apnointed for nearly three months. The
Hammer is now working satisfactorily. The Company has also taken fur-
ther preventive measures towards the safety of the tup by re-adjustment of
the allied motion-arms whenever the dies are changed. With the change
in weight of die blocks the motion-arms are suitably re-set so that the piston
after & rebound traverses the backward stroke in a regulated manner not
to bang against the stop-piston provided below the piston cover. This is
being checked most meticulonsty from the time the new tup was fitted on
to the Hammer. The Company is keeping a shift-wise vigil on the tighten-
ing of nuts and bolts and checking up of various springs, so that.any flaw
will be detected at the outset itself, and not allowed to develop into a
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major break-down. General instructions have also been issued to all De-
fence Public Sector Undertakings to avoid the types of lapse referred to in
the observations of: the Committee on Public Undertakings vide Ministry
of Defence letter No. F. 12 (4) /69/D (PS) -PC. XI dated 6th September 1969
(Appendix XII). '

[Ministry of Defence OfficeeMemo. No. F. 12(4) /69/D (PS) dated
7-11-1969].

Recommendation (Serial No 12)

The Committee are not convinced with Government’s reply that be-
cause of the limitation of floor space 66 per cent achievement of theoretical
rated capacity was considered satisfactory for the Praga Tools Foundary.
The limitation of floor space should have been taken into consideration be-
fore fixing the rated capacity of the Foundry. It is unfortunate that the
management did not take adequate steps to provide necessary floor space.
They suggest that the Management should immediately assess the addi-
tional floor space requirements and take steps to provide it. They feel
that such a matter should not have been allowed to stand in the way of
achieving rated capacity in the foundry. (Paragraph—3.42).

: Reply of Government

The position existing in the Foundry was reviewed by the Board of
Directors of the Company at their meetings held on 20-11-68, 20-12-1968
and on 22-1-1969. Certain steps have been taken by the Management as a
result of which the production has started improving. The total produc-
tion of castings in the Praga Tools Foundry during the first six months of
1969-70 (i.e. April to September 1969) has been 382 M/Tons, as compared
to 165 M/Tons for the same period during the previous year. Action has
also been taken to provide increased space to a limit extent to allow re-
organisation and partial modernisation of the Foundry. Suitable general
instructions have also been issued to all Defence Public Sector Undertakings
to ensure prompt remedial measures, wherever lack of floor space or other
similar factors are found to be coming in the way of achievement of the
rated capacity of a project vide Ministry of Defence letter No. F. 12(4)]
69/D (PS) -PC. XII dated 6th September 1969. (Appendix XIII).

[Ministry of Defence Officc Memo No. F.12(4)|69D (PS) Dated
1-11-1969]. . v '

Recommendation (Serial No. 13)

The Committee regret to note the continued shortfall in rated capacity
of the Foundry. In 196667 the shortfall was 70 per cent whereas in 1967-
68 it was 64.2 per cent i.e. only an improvement of 5.8 per cent, They
would stress the need for further augmenting the efforts to achieve the rat-
ed capacity as early as possible. (Paragraph—3.44).
2913 (Ai) LS-2.



10
Reply of Government

Please see the reply to recommendation No. 12 (Para 3.42). During
the year 1968-69, actual production of castings in the Praga Tools Foundry
was of the order of 381.00 M|T as compared to the rated capacity of
807.30 M|T resulting in a shortfall of 52.80 per cent in terms of the rated
capacity. It is hoped that the position will improve after the proposed
modernisation of the Foundry.

[Ministry of Defence Office-Memo. No. F. 12(4) /69/D (PS) dated
1-11-1969].

Recommendation (Serial No 14)

The Committee note that some steps have been taken to reduce wast-
age and efect economy in the cost of production. They, however, feel that
further concerted efforts are required to improve the quality of tools and
labour management relationship. (Paragraph 4.5).

Reply of Government

In order to improve the quality of their products, Praga Tools Ltd.
have taken steps to appoint a qualified design engineer and also to hire the
services of the experts of National Productivity Council for study of
methods, utilisation of modern machines, inspection, planning and co-
ordination. As a result of the discussions held with the Labour Union,
the labour relations in the Company have also improved. General instruc-
tions have also been issued by the Ministry to all Defence Public Sector
Undertakings vide Ministry of Defence letter No. F, 12 (4) /69/D (PS) -PC-
X1V, dated 25-9-1969 (Appendix XIV) to take concerted steps, where these
are not being taken already, to reduce wastages so as to effect economy in
the cost of production and also to improve the quality of their products
(where necessary). The need for maintaining harmoninous labour manage-
ment relations has also been emphasised in these general instructions.

[Ministry of Defence Office-Memo. No. F. 12(4) /69/D (PS) dated
24-10-1969].

Recommendation (Serial No. 15)

The Committee are not sité that thé entiré unutilised labour in the
various divisions of the Company is due to market slump or sporadic work-
load. They would recommend that a review of the labour requirements
should be made in the context of the existing demand and the production
capacity. If any surplus labour is found in any division, it should be re-
trenched or suitably absorbed elsewhere.

(Paragraph—b.4)
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Reply of Government

The recession in the Engineering industry is the main cause for reduc-
tion in the work-load of the Company. In order to meet the situation, the
Company has taken up diversification of its lines of production. ‘Mean-
while the Company has been asked to carry out review of the labour re-
quirements in its various Divisions in the context of the existing demand
and production capacity and the results of this review will be intimated
to the Lok Sabha Secretariat in due course. The recommendation of the
Committee that “if any surplus labour is found, it should be retrenched or
suitably absorbed elsewhere”, has been noted. General instructions to the
Public Sector Undertakings on this point have also been i¥sued, vide copy
of letter No. F. 12(4) |69|D (PS)-PC-XV dated 12th September, 1969.
(Appendix XV).

[Ministry of Defence Office-Memo. No. F. 12(4) /69/D (PS) dated
1-11-1969].

Recommendation (Serial No. 16)

The machines have been purchased by the Company from time to time
without planning.for their specific use. From the information furnished
by the Ministry to the Committee it appears that seven machines are lying
unsold and a large number of machines of various usages have remained
idle in the past for considerable periods of time on a number of occassions.
Purchase of machines, without planning their use beforehand not only
leads to blocking of capital and impairs the value of the machines by way
of depreciation, but also vitally affects the economy of the Company. The
Committee desire that all possible steps should be taken to avoid the pur-
chase of unnecessary machines in future and to fully utilize those which
have already been purchased. Machines should be disposed of as soon as
they are found surplus to the requirements.

(Paragraph—6.7)
Reply of Government

The recommendation of the Committee on Public Undertakings has
been noted by Praga Tools Ltd. The Company has now readvertised in
Press for early disposal of the seven surplus machines, Offers for 5 out of
7 machines have been received and the Company is negotiating for final
confirmation of the offers with the successful tenderers. The Company
has also issued internal instructions to all concerned to avoid lapses of the
type referred to in the Committee’s Report hereafter vide Company Cir-
cular No. 93 dated 24-6-1969 (Appendix I). General instructions have
also been issued by the Ministry to all Defence Public Sector Undertakings
to see that the machinery is not purchased without proper plarifiing so that
purchase of unnecessary machinery is avoided and the machinery which
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has already been purchased is fully utilised. The UndertaKimgs have also
been advised to take prompt steps to dispose of surplus machinery as soon
as any items are found surplus to the requirements of the Undertakings
vide Ministry of Defence letter No. F. 12 (4) /69/D (PS) -PC-XV1, dated
25-9-1969. (Appendix XVI).

[Ministry of Defence Officc Memorandum No. F. 12(4) |69|D (PS)
Dated 1-11-1969].

Recommendation (Serial No. 17)

The Committee hope that the Ministry and the Management will do
their best to set the affairs of the company right and ensure that it func-
tions efficiently and shows profits soon.

(Paragraph 7.2)
Reply of Government

The recommendation has been neted by Praga Tools Ltd, and the
Ministry of Defence. ‘

[Ministry of Defence O.M. No. F. 12(4)|69|D (PS) dated 27-9-1969].



CHAPTER I

RECOMMENDATIONS WHICH THE COMMITTEE DO NOT
DESIRE TO PURSUE IN VIEW OF THE GOVERNMENT'S REPLY.

NIL
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CHAPTER IV

RECOMMENDATIONS IN RESPECT OF WHICH REPLIES OF GOV-
ERNMENT HAVE NOT BEEN ACCEPTED BY THE COMMITTEE

NIL.
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CHAFTER V .

RECOMMENDATIONS IN RESPECT OF WHICH FINAL REPLIES
OF GOVERNMENT ARE STILL AWAITED.

NIL.
NEw DELHI; M. B. RANA,

January 12, 1970 Chairman,
Pausa 22, 1891 (Saka) Committee on Public Undertakings.
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APPENDIX 1
PRAGA TOOLS LIMITED
COMPANY CIRCULAR NO. 93.

SusjecT:—Project Formulation and Implcmentation.'

Various projects undertaken in Praga had certain shortcommgs, due to
which, there had been considerable delay and confusion in the implementa-
tion of the Projects, The shortcomings are briefly as under:—

(i)

(i)

(iii)

(iv)

)

(vi)

Non inclusion of all essential items of expenditure and inade-
quate provision in respect of certain items resulting in the sub-
sequent upward revision of estimates thereby affecting the pro-
fitability of the projects;

Non provisioning of sufficient safeguards with suitable penalty
clause for supply of wrong components by the collaborators, .

- (C.V.A. Drill Chuck Project) ;

Not taking effective steps for training and imparting necessary i
skill for the personnel for handling and maintaining the sophis-.
ticated equipment;

Avoidable delay in decision making due to procedural matters
resulting in the lapse of Foreign exchange credit and delay in
completion of Project (Pratt Lathe Chucks Project) ;

Signing of the Collaboration agreement (in case of Tool & Cut-
ter Grinder Project) without finalising working arrangements
resulting in the delay in placing orders for required machinery;

Purchase of Machineﬁ without planning for their specific use
and non disposal of machines as soon as they are found surplus
to requirements.

It could, therefore, be seen from the above that in case adequate pre-
cautions were taken at the time of the preparation of Project Reports and
drawing up of agreements with Foreign Collaborators the lapses pointed
out by the Committee could have been avoided.

In order to avoid, in future, similar or other lapses the following
instructions, in brief, are laid down which should be strictly followed by

all the concerned officers of the Company who deal with the matters con-
nected with a Project

16
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(5)" Preparation of Project Report:

Preparation of feasibility studies forms an important and essential ex-
ercise before a Project is taken up for implementation.” The Planning
Commission (Committee on Plan Projects) have compiled a manual out-
lining the fundamental elements of such studies. In drawing up the Pro
ject Report this manual may usefully be consulted. The salient features
of this manual are given in Annexure I but whenever necessary reference

should be made to the manual copy. The following aspects of each Pro-
ject will have to be examined among other things.

/

(a) Demand.

(b) Preliminary Technical Feasibility.
(c) Preliminary economic Feasibility.
(d) Total Capital Cost.

(e) Methods of implementation,

In working out the Economics of the Project, care should be taken to
see that adequate care is taken regarding the fluctuation in market demand
flexibility of Pricing Policy and improving Productivity to maintain the
profitability.

In working out the capital cost of the Project, all essential items of ex-
penditure (inclusion of customs duty, freight & insurance charges etc.)
should be provided for in the estimates which should be reasonable so as

to avoid wide fluctuation .in the Project Costs and the profitability due to
such revision.

The Project Report should also indicate in definite terms the machinery
& equipment to be procured from abroad as well as indeginously.

(1) Drawing up of agreements with Foreign Collaborators|Suppliers on
deferred payment terms.

(@) Technical Know-how:

In respect of the Technical Know-how clause provision should be made
so as to enable the Company to sub licence the technical know-how|pro-

duct desxgn[engmeermg design under the agreement to another Indian
Party, should it become necessary.
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(b) Technical Know-how Fee & Royalty:

In the case of payment of lump sum amount for technical know-how
it should be subject to Indian Taxes. In the case of payment of Royalty,
the rates should be as minimum as possible without guaranteed ceiling and
should be subject to Indian taxes. The Royalty rates for different indus.
tries have been fixed by Govt. of India and these rates should be adopted
vide M. of D. F. No. 17(155) |68|D (PS) dated 24-9-1968. Instructions
issued by Government of India, from time to time, on this matter should
be consulted.

(¢) Drawings, Toolings & Components:

In the case of Drawings, Jigs & Fixtures, Toolings etc., and other tech-
nical know-how information, adequate provision should be made for its
timely supply and number of copies with suitable penalty clause for delay
and wrong supplies. Similar penalty clause should also be inserted in the
agreement for the delayed or wrong supplies of components and sub-
assemblies. In every case of drawings, transparencies must be obtained.

(d) Training of Company Employees:

Adequate provision should be made in the agreement for inplant train-
ing of Company’s employees, without any reservation, in the works of the
Collaborators. The Collaborators should not only train the employee in
the general manufacturing technique of the product but also should
undertake to train in the handling and maintaining the sophisticated
machinery and equipment wherever necessary. :

() Visit of Collaborators exports to our Works:

In the event of the visit of Collaborators experts to our works care
should be taken to provide a clause in the agreement fixing their number,
fee and halting expenses, clearly defining the amount payable in Foreign
exchange and Indian Currency.

(#1) Implementation of Project:

After the Project is sanctioned by the Board of Directors of the Com-
pany, the sanction of the Government of India as necessary should be ob-
tained and get foreign exchange as quickly as possible. All delays in pro-
cedural matters should be avoided and bottlenecks if any should be re-
solved by taking up timely action at appropriate levels in the Administra-
tive Ministry. All delays in the signing of agreement and placement of
orders on Collaborators|Suppliers should be avoided. In case of any delay,
personal contacts must be made and delays avoided.
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(v) Processing of Purchase of Machinery:

Simultaneously with the action to obtain sanction by Govt. of India
of the Project, action should be initiated for D.G.T.D, clearance for
machines to be purchased. Thereafter prompt action should be taken to
apply for release of Foreign exchange and issue of import licences.
Simultaneously action should also be taken to obtain quotations for
machinery to be purchased and concurrence and sanction of M.D./Board
obtained. Any procedural bottleneck which is likely to lead to the lapse
of foreign exchange or undue delay which adversely affects the progress of
the Project, should be promptly brought to the notice. of the Administra-
tive Ministry at the appropriate level. While placing the orders, it should
invariably be ensured that penalty clauses are included for the delayed
or wrong supply of machinery and equipment.

Steps should also be taken to ensure that the consignment of machinery
and equipment including the toolings, jigs and fixtures and components
are promptly cleared from the Port of Entry and transported to our stores.
These consignments, on arrival should be promptly and properly checked
and any wrong or missing items should be immediately reported to the
Collaboraters/Suppliers and steps taken to replace the same without any
delay. This will also apply in the case of orders placed on the indigenous
suppliers prompt action should also be taken to ensure that the Collabora-
tors/Suppliers adequately compensate the Company in respect of the said
wrong/short supplies.

(v) Selection and Training of Personnel:

As soon as any project is sanctioned, steps should be taken to select
the technical personnel with suitable qualifications who have to be entrust-
ed with the manufacturing process of the product. Selection also should
be made of the employees who should have the necessary technical know-
ledge to handle the sophisticated machinery and equipment and maintain
its productivity up to the mark. In case the necessary skill is not available
in the factory, action should be initiated either to recruit or train them
for this purpose. Action to procure training equipment if any in time
is also necessary. The duration and nature of the training should also be
decided before hand. In selecting the personnel for training at the works
of the Collaborators/Suppliers proper action should be taken to see that
only suitable candidates are selected and sent abroad. The personnel so
selected should sign_an agreement to serve the company for a period of
. 3-5 years depending on the nature of training, on their return.

(vi) Periodical Review of Progress of the Project:

Periodical review of the projects on hand should be made once in
every six months to bring out any bottleneck and deviations due to un-
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foreseen contingencies. If any revision in the original estimate is neces-
sary, prompt action should be taken to obtain the necessary sanction and
workout the revised profitability of the Project and report to the appro-
priate authorities. Variations in estimated foreign exchange requirements
above 5 per cent or in the total rupee value above 10 per cent should
invariably be submitted to M.D./Board for approval. The committee of
Public Undertakings have advised that efforts should be made to eschew
the common tendency to underestimate in the initial stages.

Date 24th June, 1969. Sd/-. K. SUBRAMANIAM,
Financial Adviser & Chief Accounts Officer.

"ANNEXURE
(Vide Company Circular No. 98)

Salient features of the Manual of Planning Commission (Committee on
Plan Projects) on the feasibility studies for Public Sector Projects.

The preconstruction period of a Project needs to be considered as three
distinct phases, v

(a) Preliminary Project Formulation Phase.
(b) Feasibility study and report.
(c) Project Report.
The preliminary project Formulation Phase has the objectives of:

translating broad economic objective into preliminary industrial
projects,

recommending that feasibility studies be undertaken one or more
of these projects.

The feasibility study and report is prepared to enable the most eco-
nomical size, product pattern and process to be chased for the project.
Technical development of the project is taken as far as necessary to evalu-
ate the commercial and national economic aspects of the said factors.

The project report contains the complete technical design for the pro-
ject. Although, much technical development has taken place in the feasi-
bility study, generally insufficient information has been developed for
making detailed technical plans and estimates and for awarding contracts.
It is this work that is carried out after the feasibility study is approved
and is documented in a Project Repart.
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In a commercial profitability analysis, it is suggested that the price of
locally produced article be used in the study. If the article is not produc-
ed locally or local price is unrealistic (due to excess demand, price con-
trol etc.,) then the landed cost (c.i.f. value plus duties) should be taken.

In measuring original investment in the profitability analysis, the total

capital employed should be used, irrespective of whether it is loan capital
or equity capital, -

The Commercial Profitability of proposed project should be calculated
by two methods:— ‘

The average return on original capital investment.

The present worth of the discounted cash flow for the project.



APPENDIX NI
NO. F.12 (4) |69|D (PS)-PC.I
GOVERNMENT OF INDIA

MINISTRY OF DEFENCE
New Delhi, the 18th August, 1969.

(i) The M.D,,
*HAL|BEL|BEML**|MDL|GRW|PTL
*10 Copies
**3 Copies

(i) Manager,
G.S.L., Vasco-da-gama,
Goa.

SuBJECT:—Project Estimates—Need to take into account all essential items

of expenditure e.g. customs duty, freight and insurance charges,
etc.

Sir,

I am directed to say that while examining the Audit Para appearing in
the Audit Report (Commercial) 1968, relating to one of the Defence
Public Sector Undertaking, the Committee on Public Undertakings in its
25th Report have observed that omission of customs duty, freight and
insurance charges from the original estimates is a common lapse and that
if the undertaking|Ministry had acted with forethought, the need for
subsequent revision of the estimates on this account would not have arisen,
The Committee have further pointed out that the upward revision of
estimates later on not only puts extra burden on the public exchequer
but also affects the cost of praduction and gconomics of the Projects ad-
versely. It is, therefore, requested that suitable instructions may please
be issued to all officers concerned with the formulation of Project Esti-
mates in your undertaking to see that while working out the capital cost
estimates of new projects, all essential items of expenditure (including
customs duty, freight, ocean as well as inland and insurance charges etc.)
are duly provided for in the estimates which should also be realistic and
reasonable 3o as to avoid subsequent wide fluctuation in the project costs

2
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and the profitability due to such revision. It should also be made the res-
ponsibility of the Finance Deptt. of the undertaking to ensure that the
requirements are complied with in all future Project Estimates.

Yours faithfully,

Sd|- MOHINDAR SINGH,
Under Secretary to the Government of India.

Copy to:—D (HAL-I) |D (HAL-II)|D (BEL) [D(GRW|MD) |D(Proj)|
D(Prod) [D(NE)|D(Prod-Admin) |Dte. of P&C.

Copy also  to: ]S (PS)|JS(ALP)|DS(PS) [DS (R&A} [US(PS) |OSD
(GRW|MD).



APPENDIX II
NO. F.12(4) |69|D (PS) -PC.1I
GOVERNMENT OF INDIA
MINISTRY OF DEFENCE
New Delhi, the 18th August, 1969.

(i) The Managing Director,
HAL|BEL|BEML|MDL|GRW|PTL
(ii) Manager, -
G.S.L., Vasco-da-gama, Goa.

SusJeCT:—Project Estimates—Need for revision of the economics and pro-

fitability of the projects in cases where the Project Estimates
undergo essential revision.

Sir,

I am directed to say that while examining the Audit Para appearing in
the Audit Report (Commercial), 1968 relating to one of the Public Sector
Undertakings the Committee on Public Undertakings in its 25th Report
have observed that with the (upward) revision of the Project Estimates of
the Company's Projects, the economics and profitability of these projects
should have been reviewed. The Committec further pointed out that
inspite of a directive from the Board of Directors for reviewing the pricing
policy and improving productivity, consequent upon the revision of pro-
ject estimates, no effective steps had been taken by the Company. It is,
therefore, requested that wherever the Project Estimates of any Project for-
mulated by your undertaking undergo significant upward revision, the
«conomics, profitability and pricing policy concerning the particular items
should be reviewed so as to improve their profitability. This may also
kindly be brought to the notice of all concerned in your undertaking for
appropriate action on the above lines, as and when, this becomes necessary.
The Board of Directors of the undertaking should be kept informed of the
jprogress of action taken in this regard from time to time.

Yours faithfully,

Sd|- MOHINDAR SINGH,
Under Secretary to the Government of India.

Copy  t:—D(HAL-) |D(HAL-II)|D (BEL)|D (GRW|MD) |D (Prod.) |
D(NF)|D(Proj) |D (PROD-ADMIN).

Copy also to:—]JS (PS)}JS (ALP) |DS(R&A) |DS (PS) |[US(PS) |
OSD(GRW|MD).

Copy to Dte. of P&.C.

%



< APPENDIX 1V
NO. F.12 (4) [69|D (PS) |[PC.III

GOVERNMENT OF INDIA
MINISTRY OF DEFENCE
New Delhi, the 18th August, 1969.

(i) The Managing Director,
HAL Bangalore (16 copies)
BEL Bangalore
BEML Bangalore (3 copies)
MDL Bombay
GRW Calcutta
PTL Secunderabad

(ii) The Manager,
Goa Shipyard Ltd., Vasco-da-gama, Goa.

SusjecT:—Need to include a penalty clause in Collaboration|Supply Agree-
ments to compensate the loss suffered by the Undertakings due
to receipt of wrong specifications or wrong|defective supplies
from the Collaborators|Suppliers.

Sir,

I am directed to say that while examining the Audit Para appearing in
the Audit Report (Commercial) 1968, relating to one of the Defence
Public Sector Undertaking, the Committee on Public Undertakings in its
25th Report have observed that the question of compensation for supply
of wrong components was not even taken up with the suppliers and that
sufficient safeguards should have been provided in the agreement against
supply of wrong parts which in the particular case resulted in considerable
delay in completion of the Project. The Committee further observed that
a suitable penalty clause could, to some extent, have compensated the loss
suffered by the Undertaking on this account. The Committee have sug-
gested that Government should include a penalty clause for supply of
wrong or defective equipment in all future contracts. It is, therefore, re-
-quested that instructions may please be issued to all officers concerned with
the formulation of Contracts/Agreements or Purchase Orders etc. in your
Undertaking to see that while preparing Contract Agreements in future

25
2913 (Ai) LS-3.
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a suitable penalty clause providing for compensation in the event of supply
of wrong specifications or wrong or defective equipment|stores, is inserted
in all future Contracts or Agreements. If the CollaboratorsiSupplies do
not in any case agree to the insertion of a penalty clause, other suitable
steps should nevertheless be taken to safeguard the interests of the Com-
pany in case any wrong or defective supplies cause loss to the undertaking
or delay the execution of any Project.

Yours faithfully,
Sd|- MOHINDAR SINGH,

Under Secretary to the Government of India.
Copy  to:—D(HAL-1) D (HAL-II) |D (BEL) |D) GRW|MD)|D(Prod.)|
D (NF) | (Proj)|D(Prod-Admin)IDte. of P&C|D.P.G. (Con-

tracts) .

Copy also to:—]S (PS) [JS(ALP) |DS(PS)|DS(R&A)|US (PS)|
OSD (GRW|MD).



APPENDIX V
NO. F. 12(4)|69/D(PS)-PC. IV
GOVERNMENT OF INDIA
MINISTRY OF DEFENCE
New Delhi, the 23rd -August, 1969.

(i) The Managing Director,
HAL Bangalore (10 copies)
BEL Bangalore
BEML Bangalore (3 copies)
MDL Bombay
GRW Calcutta =
PTL Secunderabad.
(ii) The Manager,
Goa Shipyard Ltd., Vasco-da-gama, Goa.

SuBJEcT:—Need to draw up suitable procedures|guidelines for ensuring
proper receipt and inspection of equipment|stores and prompt
notification of shortages|discrepancies to the suppliers. ;

Sir, .

I am directed to say that while examining the Audit Para appearing

in the Audit Report (Commercial), 1968, relating to one of the Defence

Public Sector Undertakings, the Committee on Public Undertakings in its

25th Report have observed that the officials of the Company were casual

about location of valuable imported equipment contained in two cases
which were shipped by the collaborators in September, 1962 but were lost
in transit and could be located only atfer 4 months, This proved that
the procedure for the receipt and inspection of equipment was not ade-
quate. The Committee was of the view that the circumstances under
which the two cases were not promptly collected|located should have been
investigated and responsibility fixed. The Committee also desired that
suitable guidelines be drawn up to avoid occurrence of such a mistake in
future. The observations of the Committee would equally apply to indi-
genously procured stores. It is, therefore, requested that suitable instruc-
tions may please be issued to all officers concerned with the procurement
and inspection of machinery, stores, materials, if such instructions do not
already exist, to ensure that all items of stores on arrival, should be prom-
ptly and properly checked and any wrong supply or shortages imme-
diately notified to the suppliers who should be required to make good the

27
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wrong supplies or shortages with the least possible delay. The question of
requiring the suppliers to pay suitable compensation for such wrong or
short supplies should also be considered if the wrong or short supply is
likely to cause a loss to the undertaking.

Yours faithfully,
Sd|- MOHINDAR SINGH,
Under Secretary to the Government of India.
Copy to: D(HAL)|D (HAL-II) !D(BEL) |D (GRW|MD) |D (Prod.)|
D(Proj) |De(Prod-Admin)|D (NF) [Dte. of P&C.

Copy also  to: ]S (PS)|JS(ALP)DS(PS) |DS (R&A) |US(PS) |OSD
(GRW|MD).



APPENDIX VI

NO. F. 12 (4)|69|D (PS)-PC. V
GOVERNMENT OF INDIA
MINISTRY OF DEFENCE
New Delhi, the 23rd August, 1969,

The Managing Director,
HAL Bangalore (10 copies).
BEL Bangalore.

BEML Bangalore (3 copies).
MDI. Bombay

GRW Calcutta

PTL Secunderabad.

(ii) The Manager,
Goa Shipyard Ltd., Vasco-da-gama, Goa.

SuBjJEcT:—Implementation of the Projects— (i) Need for selection and
training of personnel to be entrusted to handle sophisticated
machinery and equipment, and (if) maintaing of cordial labour
relations in the Undertakings.

Sir, . :

I am directed to say that while examining the Audit Para appearing in
the Audit Report (Commercial) 1968, relating to one of the Defence

Public Sector Undertakings, the Committee on Public Undertakings in its

25th Report have observed that the fact that the full capacity of the Pro-

ject could not be exploited even after its completion is no justification for
the delay in completion. The Committee have further observed that no
effective steps were taken by the Management of the Undertaking to train
and impart the necessary skill to the personnel for maintaining the sophis-
ticated equipment before the completion of the project. The Committee
also urged the Management as well as the labour leaders to make every
effort for maintaining a harmonious relationship so that the production in
the Defence project does not suffer. It is, therefore, requested that suit-
able instructions may be issued to all officers concerned with the imple-
mentation of the Projects in your undertaking to see that as soon as any
project is sanctioned, timely steps should be taken to select|recruit and

y
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train the personnel who would be required to handle the sophisticated
machinery and equipment so as to maintain its productivity upto the
mark, It is needless to emphasise that constant efforts should be made
by the Management to maintain harmonious relations with labour in the
Undertaking.

Yours faichfully,

Sd|- MOHINDAR SINGH,
Under Secretary to the Government of India.

Copy to: D (HAL-)|D (HALI) |D (BEL) |D (GRW;MD) D (Prod) |
D (Proj) |D (NF) |D (Prod-Admin) |Dte. of P&C.

Copy also to: JS(PS)|JS (ALP) |DS (PS)|DS(R&A) |US (PS) |
OSD (GRW) |MD).



APPENDIX VII
No. F. 12(4) |69|D (PS) —PC. VI
GOVERNMENT OF INDIA
MINISTRY OF DEFENCE
New Delhi, the 6th September, 1969.

(i) The M.Ds.@
HAL|BEL|BEML|MDL|GRW|PTL.

@3 Copies
*10 Copies

(ii) Manager, GSL,
Goa.

SusJECT: —Implementation of Projects—Need for timely utilisation of
foreign exchange allocation.
Sir,

I am directed to say that while examining the Audit Para appearing
in the Audit Report (Commercial), 1968 relating to one of the Public
Sector Undertakings, the Committee on Public Undertakings in its 25th
Report have observed that the Committee was distressed to note that be-
cause the management wasted a period of 14 months in arriving at a
decision over the procedure to be followed regarding placing of orders
on the suppliers, a large amount of foreign exchange credit allocation
lapsed resulting in delaying an important project. The Committee have
also observed that if the administrative Ministry had kept a watch on the
progress of the project, they would have come to know of the delay and
could have taken timely action. The Committee have finally expressed
the hope that such a situation will not occur in future and decisions on
‘vital matters will be taken by the Management promptly. The Com-
mittee have added that the administrative Ministry should also not hesi-
tate to help and guide an undertaking particularly where Defence pro-
duction is involved. It is, therefore, requested that suitable instructions
may kindly be issued to the officers of your Undertaking dealing with
the implementation of the projects to ensure that progress of implemen-
tation of the Projects is not held up due to procedurai tangles. Any
such difficulties which cannot he resolved at the Project Officers’ level
should be promptly brought to the notice of the higher Management
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who may take up the matter with the administrative Ministry if Gowern-
ment assistance on any point is called for. In particular, it is important
to ensure that all procurement action under Foreign Exchange allocation

is progressed with promptness so that the foreign exchange allocation does.
not lapse.

SECTION OFFICER. Yours faithfully,

Sd|- MOHINDAR SINGH,
Under Secretary to the Government ' of India.

Copy to:—
D(HAL-I)|D (HAL-1I) [D(BEL)|D (GRW|MD) |D (Prod) |D
(NF) |D (Proj) |D (Prod-Admin) |Dte. of P&C.

Copy also to:— JS (PS) |JS (ALP) |DS (PS) |DS (R&A) |US (PS) |OSD (GRW]
MD).



APPENDIX VIII

No. F. 12 (4) |69|D (PS) —PC. VII
GOVERNMENT OF INDIA
MINISTRY OF DEFENCE

New Delhi, the 6th September, 1969.
To

The Managing Director,
HAL|BEL|BEML|MDL|GRW|PTL

The Manager,

Goa Shipyard Ltd., Vasco-da-gama, Goa.

SuBjEcT:—Need for timely placement of orders for the machinery and
tooling etc. required for the Projects.
Sir, -

I am directed to say that while examining the Audit Para appearing
in the Audit Report (Commercial) 1968, relating to one of the Defence
Public Sector Undertakings, the Committee on Public Undertakings in
its 25th Report have observed that the Management not only signed the
Collaboration Agreement for one of the Company’s projects withaut
finalising the working arrangements, but even subsequently proceeded in
a leisurely manner with regard to the ordering of the machinery, thus
leading to delay in achieving the Project target. The Committee have
depreciated the indifferent attitude of the Management in progressing
the Project. It is, therefore, requested that suitable instrdCtions may
kindly be issued to all Officers concerned with the formulation and exe-
cution of Projects to make sure that working arrangements relating to
Collaboration Agreements are finalised before such Agreements are sign-
ed, and action regarding ordering of the required machinery and tooling
etc. finalised with the requisite degree of speed so that the execution of
Projects or the achievement of Project targets is not delayed.

SECTION OFFICER. Yours faithfully,
Sd|- MOHINDAR SINGH,
Under Secretary to the Government of India.
Copy to:—D (HAL-) [D (HAL-I) |D (BEL) |D (GRW|MD|D (NF)|
D (Prod) |D (Proj) |D (Prod-Admin) |[Dte. of P&C.
Copy also to:—]JS (PS) |JS (ALP) |DS (PS) |DS (R&A) [US (PS) |OSD
(GRW|MD).
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APFPENDIX IX
No. F.12(4){69D (PS)-PC. VIII
GOVERNMENT OF INDL'A
’ MINISTRY OF DEFENCE

New Delhi, the 6th September, 1969.

To
(i) The M.D,,
HAL|BEL|BEML/MDL;GRW|PTL,

(ii) Munager, GS.L.
Goa.

Sumgrctr:i~Implementation of the Projects—Need for taking prompt
action regarding (i) according of Government Wl ()
issuance of import licences; and (iif) finalisation of contracts.

sin podst Refrld

1 am directed to say that while examining the Audit Para appearing in
the AudiReport (Commercial) 1968, relating to one of the Defence Pub-
lic Sector Undertakings, the Commitiee on Public Undertakings in its
25th Report have observed thut the progress of implementation of one of
its Project was affected due to delay in the procurement of machinery and
tooling. Even though the collaboration agreement with the Foreign firm
was signed in June, 1966, the purchase contract for machineryjtooling was
concluded much later and came into force only in August 1967 i.e. after
a period of 14 months. The Committee have further observed that the
difficulties reported by the Company in progressing the matter were of
routine procedural pature. The Committee remarked that this was an
instance of inept handling of the project and added that had the Gov-
ernment machinery acted promptly, these proccdunl difficulties could
have been overcome or the timelag reduced. It is, therefore, requested
that suitable instructions may kindly be issued to all officers concerned
with the implementation of the Projects, recruitment, training and Pur-
chase}Stores or work relating to import Licences etc. to see that all these
matters are attended to with due promptitude. Procedural difficulties,
if any. which may be beyond the powers of the Company to resolve may
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kindly be brought to the notice of the Government without delay for
necessary advice or assistance.

Yours faithfully,
Sd|- MOHINDER SINGH,
Under Secretary to the Government of India.

Copy forwarded to:—

. D (HAL-1)|D (HAL-11){D (BEL)|D (GRW|MD)|D (Proj)|D
(Prod){D (NF) |D (Prod-Admin) |Dte. of P&C. It is
requested that prompt action may kindly be taken
in the matter whenever the cases of the types refer-
red to above are received by them.

Copy also to:—JS (PS)|J$ (ALP)|DS (PS)|DS (R&A)|US (PS)|OSD (GRW}|
MD).



APPENDIX X
No. F[12 (4)}69{D (PS)-PC. IX
GOVERNMENT OF INDIA
MINISTRY OF DEFENCE
New Delhi, the 6th September, 1969.

() The M.D.,
HAL|BEL!BEML{MDL|GRWI|PTL,

(i) Manager, GS.L.,
Goa.

Susjecr:—~Need to have better coordination between the Public Sector
Undertakings and the Deptt. of Defence Pyoduction to avoid
delays in the implementation of Projects.

8ir, ‘
1 am directed to say that while examining the Audit Para regarding
reasons for delays in/completion of the various projects, appearing in the
Audit Report (Commercial) 1968, relating to one of the Defence Public
Sector Undertakings, the Committee on Public Undertakings in its 25th
Repart have observed that there was lack of coordination begween the
Undertaking and the Deptt. of Defence Production as also between other
concerned Ministries.  The Committee have expressed the hope that all
efforts would now be made by the Management and the Ministry to avoid
the recurrence of such delays in {uture. It is, therefore, requested that
the progress of implementation of all Projects sanctioned for or under-
tuken by your Company may plcase be closely watched and also periodi-
cally reported to the Board of Directors of your Undertaking as well as
the administrative Section of the Ministry. Wherever, the progress of any
Project is likely to be affected by procedural problems which cannot be
resolved by the Company. the matter should be brought to the notice of
the Ministry for advicelassistance without delay.

Yours faithfully,
Sd]- MOHINDER SINGH,
Under Secretary to the Government of India.

Copy to:—

D (HAL-)!D (HAL-II)!D (BEL)!D (GRWIMD)|D (NF)ID (Prod)}
D{Proj}iD (Prod-Admin)!Dee. of PXC. It is requested that full
cooperation may kindly be extended to the Undertakings so as
to avoid delaws in the implementation of their Projects.

Copy also t0:—]S (PS\ IS (ALP)IDS (PS)/DS (REA)[US (PS)/OSD (GRW]

MD).
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APPENDIX X1
NO. F.12 (4) |69/D (PS) -PC X
GOVERNMENT OF INDIA

MINISTRY OF DEFENCE
New Delhi, the 6th September, 1969,

(i) The Managing Director,
HAL|BEL|BEML!MDL|GRW{PTL,
(ii) The Manager,

GS.L., Vascoda-gama, Goa.

Susject:—Need to have cordial labour relations, procurement of good
quality of raw material and to boost the sales of the Public
Sector UnHertakings.

Sir,

I am directed to say that while examining the Audit Para appearing
in the Audit Report (Commercial) 1968, relating to one of the Defence
Public Sector Underiakings, the Committee on Public Undertakings in
its 25th Report have shown anxiety about the perennial difficulties with
the labour in the Undertaking. The Committee desired that ways and
means should be devised to boost the labour morale and increase their
productivicy. The Committee was also concerned to note the continual
poor quality of a particular component produced by the Undertakings’
own production unit as well as of those obtained by it from outside
sources. The Committee have emphasised the urgent need to locate re-
quired quality components from alternate sources. The Committee have
emphasised the urgent need to locate required quality components from
alternate sources, till the undertaking is itself in a position to produce
items of the requisite standard. The Committee have also desired that
the reasons for the falling market for the products of the Undertaking
should be analysed and the selling organisation strengthened in order to
build up additional markets for their products. It is, therefore, requested
that efforts may be made to maintain harmonious labour relations in
your Undertaking in so far as it lies within the powers of the Manage-
ment. - The need for arranging timely procurement of components|
materials of the required standard for the Compan¥’s production require-
ments may also be impressed on officers concerned with  Production,
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Planning and Control, as also the Purchase Organisation of the Under-
taking where the components and raw materials are manufactured by
the Undertakings themselves, steps as required, may kindly be taken to
achieve and maintain the desired level of quality, so as to avoid high
percentage of rejections in inspection. In case of any fall in the market
demand for the company’s products, the reasons should be analysed with
a view to devising remedial measures. The Undertakings should also
strengthen their Selling Organisation, where necessary, in order to in-
crease the sales,

Yours faithfully,
Sd|- MOHINDAR SINGH,
Under Secretary to the Geovt. of India.

Copy to:~D (HAL. I) [D (HAL. 1I)|D (BEL) D (GRWIMD) |D (NF) |
D (Prod)) |D (Proj) |D (Prod-Admin) |Dte. of P&C.
Copy also  to :~]S (PS)|JS (ALP)|DS (PS)|DS (RS.A),US (PS)|OSD
(GRW|MD),



APPENDIX XII
NO. F.12(4) |69|D (PS) -PC-XI

GOVERNMENT OF INDIA
MINISTRY OF DEFENCE
New Delhi, the 6th September, 1969:

The Managing Director,

' HAL|BEL|BEML|MDL|GRW|PTL,
The Manager,

Goa Shipyard Ltd., Vasco-da-gama, Goa.

SusjEcT:—Need for prompt and proper checking and investigation of the
causes of break-down of machinery obtaincd from the sup-
pliers (foreign as well as indegenous) .

Sir,

I am directed to say that while examing the Audit Para appearing in
the Central Government. Audit Report (Commercial) 1968, relating to-
one of the Defence Public Sector Undertakings, the Committee on Public
Undertakings in its 25th Report have observed that the break-down of
one of the Company’s main Equipments resulted in a substantial loss of
production. The Committee felt that the causes of the break-down were-
not fully investigated by the Management and as such it was not clear
as to how the mishap had occurred. The Committee have recommenderd
that before the replacement equipment is assembled and put into opera-
tion, it should be ensured that the factors which had caused the earlier
break-downs are carefully investigated and eliminated so as to avoid such
break-downs in future. It is therefore, requested that necessary instruc-
tions may kindly be issued to all officers concerned with the procure-
ment, installation and commissioning etc. of machinery in your under-
taking to see that the machinery obtained from the suppliers (foreign
as well as indigenous) is properly checked and the defects observed, if
any, are promptly brought to the notice of the suppliers for early re-
placement of defective equipment where this is called for. The question
of claiming damages|compensation may also be considered in siuch cases:
where appropriate. The factors responsible for the break-down of the
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machinery should also be carefully investigated and guarded against, so
-as to eliminate the possibility of repetition of break-downs.

Yours faithfully,
Sd|- MOHINDAR SINGH
Under Secretary to the Gout. of India.

Copy to: D(HAL. I)|D (HAL. II) D (BEL) [D (GRW|MD) |D (NF) |
D (Prod.) |D (Proj) |D (Prod-Admin) [Dte. of P&C.

Copy also to: JS(PS)|JS (ALP) DS (R&A) |DS (PS) |US (PS) |OSD
(GRW|MD)



APPENDIX XINI
NO. F.12 (4) |69|D (PS) -PC.XII

GovaMEN_T oF INDIA
MINISTRY OF DEFENCE

New Delhi, the 6th September, 1969.

The Managing Director,
HAL|BEL|BEML|MDL|GRW|PTL,
The Manager,

Goa Shipyard Ltd., Vasco-da-gama, Goa.

Susject:—Need for providing of adequate floor space where the rated
capacity of Projects cannot be achieved due to shortage of

i space.
sir,

I am directed to say that while examining the Audit Para appearing
in the Audit Report (Commercial) 1968, relating to one of the Defence
Public Sector Undertakings, the Committee on Public Undertakings in
its 25th Report have observed that the rated capacity of the Foundry of
the Undertaking could not be achieved due to shortage of floor space.
The Committee further observed that the limitation of floor spacé should
have been taken into consideration before fixing the rated capacity and
that it was unfortunate that the management did not taken adequate
steps to provide necessary floor space. The Committee have suggested
that the Management should immediately assess the additional floor
space requirements and take steps to provide it. The Committee felt that
.such a matter should not have been allowed to stand in the way of
achieving rated capacity in the Foundry. Tt is. therefore, requested that
the progress in achieving the rated capacity of various Projects in your
Undertaking mav please be regularly reviewed and wherever lack of
floor space or other similar factors are found to be conring in the way,
appropriate remedial measures mayv please be taken promptly so that the
planned rated capacity is achieved at the earliest. While formulating the
Project Report|Feasibility Study etc.. it may also be ensured that the

4
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lzyout is planned commensurate. With cost of construction, so that ade-
quate space is available for production shap, stores, etc.

Yours faithfully,
Sdj- MOHINDAR SINGH,
Under Secretary to the Gout. of India.

Copy to:~D (HAL. 1) |D (HAL. II) [D (BEL) |D (GRW|MD) |D (Proj) |
D (Prod) |D (NF) |D (prod-Admin) |Dte. of P&C.

Copy also  to:—JS (PS)|JS (ALP) |DS (PS) |DS (R&A) |US (PS) |OSD
(GRW|MD).



APPENDIX XIV
NO. F.12 (4) |69|D (PS) -PC. XIV
GOVERNMENT OF INDIA
' MINISTRY OF DEFENCE
New Delhi, the 25th September, 1969,
To T
The Managing Director,
H.AL. Bengalore. (10 Copies).
B.E.L. Bangalore.
B.EM.L. Bangalore. (3 Copies).
M.D.L. Bombay.

G.R.W. Calcutta. .
P.T.L. Secunderabad.

The Manager,
G.S.L. Vasco-da-gama, Goa.

SuBJEcT:—Need to reduce wastages and effect economy in the cost of pro-
duction as also to improve the quality of products and
Labqur—Management relations in the Undertakings.

Sir,

I am directed to say that while examining the Audit Para apeparing

in the Audit Report (Commercial), 1968, relating to one.of the Defence .

Public Sector Undertakings, the Committee on Public Undertakings in

its 25th Report have noted that some steps towards improved working,

e¢.g. material control and inventory control had been take¢n by the Com-
pany to reduce wastages and effect economy in the cost of production.

The Committee, however, felt that still further concerted efforts were

necessary to improve the quality of the Company's products ind also the

Labour Management relationship. The observations of the Committee

are brought to your notice with the request that concerted steps may

please be taken, if these are not being taken already, to reduce wastages,
etc. in order to effect economies in the cost of production in your Under-

. taking also. Appropriate steps may also be taken to improve the quality

of the products, where this is necessary. The necessity for maintaining

harmonious Management-Labour relations hardly needs any emphasis.
Yours faithfully,

Sd|- MOHINDAR SINGH,

Under Secretary to the Gout. of India.

Copy to:=D(HAL. 1) |D (HA.L. II) D (BEL) [D(GRW|MD) [D (Prod) |
D (Proj)|D (NF)|D (Prod-Admin)|Dte. of P&C.

Copy also  to'—]S (PS) |JS (ALP) [DS (PS) DS (R&A) |US (PS) |OSD
(GRW|MD),
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APPENDIX XV
NO. F.12(4) |69|D (PS) |PC.XV
GOVERNMENT OF INm.;\
MINISTRY OF DEFENCE
New Delhi, the 12th September, 1969
To

(i) The Managing Director,
A HAL|BEL|BEML|MDL|GRW|PTL,

(i) The Manager,
GSL, Vasco-da-gama, Goa.

Susject:—Review of Labour requirements—Retrenchment or diversion
elsewhere of surplus labour.

Sir, :

I am directed to say that while examining the Audit Para appearing
in the Audit Report (Commercial), 1968, relating to one of the Defence
Public Sector Undertakings, the Comimttee on Public Undertakings in
its 25th Report have recommended that a review of the labour require-
ments of the Undertaking should be made in the context of the existing
market demand for the products and the production capacity of the
Undertaking and that if any surplus labour is found in any Division, it
should be retrenched or suitably absorbed elsewhere. The above recom-
mendation is brought to your notice for appropriate action.

Yours faithfully,

Sd|- MOHINDAR SINGH,
Under Secretary to the Gout. of India.

Copy to:—D (HAL~I) |D (HAL-II) |D (BEL) |D (GRW|MD) | Directo-
rate of P&C,

Copy also to:—JS (PS)|JS (ALP)|DS (PS)|DS (R&A)|US (£S}0SD (GRW]
MD). :

“



T APPENDIX XVI1
No. F. 12(4) |69|D (PS)}PC.XVI

GOVERNMENT OF INDIA
MINISTRY OF DEFENCE

New Delhi, the 25th September, 1969.

The Managing Director,
H.AL. Bangalore (10 Copies) .
B.E.L. Bangalore
B.E.M.L. Bangalore (3 Copies)
M.D.L. Bombay
H.R.W. Calcutta.
P.T.L. Secunderabad.

The Manager,
G.S.L. Vasco-da-gama, Goa.

SusjJEcT:—Need to have proper planning for the purchasc and utilisation
of machinery and early disposal of surplus machines.

Sir, }
I am directed to say that while examining the Audit Para appearing in
the Audit Report (Commercial), 1968, relating to one of the Defence
Public Sector Undertakings, the Committee on Public Undertakings in
its 25th Report have observed that the machines were purchased by the
Company from time to time without planning for their specific use. The
Committee further observed that while seven surplus machines were lying
unsold at the time of their examination of Audit Para, a large number
of machines of various usages had remained idle in the past also for consi-
. derable periods of time on a number of occasions. The Committee remarked
that purchase of machines without planning their use beforehand not only
led to blocking of capital and impaired the value of the machines
by way of depreciation, but also vitally affected the economy of
the Company. The Committee have recommended that all possible steps
should be taken to avoid the purchase of unnecessary machines in future
and to fully utilise those which have already been purchased. The Com-
mittee further desire that the surplus machines should be disposed of as
soon as they are found surplus to the requirements, It is, therefore, re-
quested that necessary instructions may be issued to all officers in your
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undertaking concerned with the purchase utilisation of machinery to see
that in future, the machines are not purchased without proper planning
so that purchase of unnecessary machinesy is avoided and those which
have already been purchased are fully utilised. Prompt steps should also
please be taken to dispose of surplus machinery as soon as any items are
found surplus to the requirements of your Undertaking.

Yours faithfully,
Sd|-MOHINDAR SINGH,
Under Secretary to the Gout, of India.

Copy to: D (HAL-I)-D(HAL-I) |D(BEL) |D (GRW|MD) D (Prod)|
D (Proj) |D (NF) |D(Prod-Admin) |Dte. of P&C."
Copy also to: JS (PS)|JS (ALP)|DS (PS)|DS (R&A)[US (PS);0SD| (GRW|
MD).



APPENDIX XvI
(Vide para 5 of Introduction)

Analysis of the action taken by Government on the recommendations
contained in the Twenty-fifth Report of the Committee on Public
Undertakings (Fourth Lok Sabha).

I. Total numb:r of recommendations 17

I. Recommendations that have been accepted by
Goverament (vide recommendations at Sl. Nos,

I to 17):

Number 17

Percentage to Total ' 100%,
III. Recommendations which the Committee do not

desire to pursus in view of Government’s

reply Nil
IV. Recommendations in respect of which final rep-

lies of Government have not been accepted

by the Committee. Nil
V. Recommendations in respect of which final

replies of Government are still awaited. Nil
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