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ij PREFATORY REMARKS ij 

Report for the year ended March 2002 has been prepared for submission to the President 
under Article 151 of the Constitution. The Report relates mainly to matters arising from test 
audit of the financial transactions of Ministry of Defence, Air Force, Navy, Coast Guard and 
associated Defence Research and Development Organisations. Results of audit of Ministry 
of Defence, insofar as they relate to Anny and Ordnance Factories, Anny HQ, Ordnance 
Factory Board, field units of Anny, Ordnance Factories, associated Research and 
Development units and Military Engineer Services have been included in Report No.6 of 
2003. 

The Report includes 19 paragraphs 

The cases mentioned in the Report are among those which came to notice in the course of 
audit during 2001-02 and early part of 2002-03 as well as those which came to notice during 
earlier years, but could not be included in the previous Reports. 

\ 
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Report No. 7 of 2003 (Air Force and Navy) 

[I OVERVIEW I] 

The expenditure on Air Force and Navy, including capital expenditure during 
2001-02 was Rs 12,017 crore and Rs 8,449 crore respectively which together 
represents 36.33 per cent of expenditure of Rs 56,326 crore on Defence Services. 

Some of the major findings arising from test audit of transactions of Air Force, 
Navy and associated Defence Research and Development Organisation included 
in the Report are mentioned below: 

I Mismatch in procurement of bombs and components 

Expenditure aggregating to Rs 117 .28 crore incurred on the procurement of a 
particular type of bomb and its related tail units notwithstanding, the compatible 
and essential fuzes had not been made available even after the lapse of 
considerable time. Failure to synchronize the procurement of the bombs and its 
integral components so as to ensure availability of adequate stocks necessitated 
alternative interim arrangements that were relatively less effective and reliable. 

(Paragraph 8) 

II Award of contract in violation of eve guidelines 

In violation of the guidelines of the Central Vigilance Commission, a contract for 
supply of Rockets at a total cost of Rs 93.13 crore was concluded with a foreign 
vendor whose offer was not the lowest. 

(Paragraph 3) 

Ill Procurement of Laser Guidance Kits 

On account of depletion of the War Wastage Reserve of Laser Guidance Kits, 
essential for effective bombing of targets, the Air Force had to resort to 
emergency purchases at higher prices from a single vendor involving an estimated 
additional expenditure of Rs 36.39 crore. Further, because of delay in the 
procurement of the related penetration bombs, the shelf life of these Kits would 
have reduced considerably by the time deliveries of the bombs are completed. 

(Paragraph 2) 
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Report No.7 o/ 2003 (Air Force and Navy) 

IV Procurement of Sonobuoy Processing and Control Systems 

The efficacy and acceptability of a Sonobuoy Processing and Control System, 
indigenously developed at a cost of Rs 9.27 crore for processing of data relating to 
submarines were yet to be conclusively established to facilitate its approval and 
commencement of regular production to meet the Navy's operational 
requirements. 

(Paragrapltl 7) 

V Establishment of Torpedo Test Facilities 

Benefits expected by the establishment of a facility for the testing of 
developmental torpedoes in sheltered waters by a Laboratory of the Defence 
Research and Development Organisation had not been realized even after more 
than 12 years and investments aggregating to Rs 7 .96 crore and the Laboratory 
concerned continues to depend on the Navy and foreign ranges for its testing 
requirements. 

(Paragraph 22) 

VI Procurement of defective equipment 

Equipment, essential for ensuring secrecy in communication, procured for the Afr 
Force at a cost of Rs 4.47 crore remained unutilized for over four years because of 
several shortcomings noticed in the course of the evaluation trials that were 
conducted without reference to the Qualitative Requirements and had to be 
backloaded to the manufacturer. 

(Paragraph 11) 

VII Avoidable additional expenditure on procurement of Ground Power 
Units 

Continued procurement, without inviting open tenders, of Ground Power Units for 
IAF aircraft from the vendor who had been supplying these Units earlier even 
after identifying and approving an alternative source of supply resulted in these 
Units being procured at higher prices, involving avoidable additional expenditure 
of Rs 3.30 crore. 

(Paragraph 10) 
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VIII Procurement of unsuitable vehicles 

Failure of the Air Force to properly evaluate the suitability of the vehicles 
procured for containerization of critical communication equipment necessitated 
additional purchases of alternative vehicles and transfer of the unsuitable ones 
costing Rs 2.70 crore to other units. This also had an adverse impact on the 
operational mobility of the communication equipment. 

(Paragraph 12) 

IX Avoidable expenditure on repairs attributable to negligence 

Failure, attributable to negligence, of Air Force personnel to ensure that the 
correct Fuel Control Units were installed on aero-engines fitted on a particular 
type of aircraft resulted in two of these aircraft being damaged necessitating 
repairs at a cost of Rs 1.88 crore. 

(Paragraph 14) 

X Avoidable additional expenditure on refit of a Naval Ship 

Award, in violation of established tendering procedures, of a contract relating to 
the refit of a Naval ship to a firm which was not the lowest tenderer and even 
when its offer was not complete in all respects was prim a facie biased and resulted 
in an estimated additional expenditure of Rs 1.42 crore. 

(Paragraph 18) 

XI Unnecessary import of machines 

Unnecessary import of two machines intended for repairs to aero-engines on 
grounds of urgency and based on a bulletin of the manufacturer that was not 
mandatory and subsequent delays in their commissioning rendered the investment 
of Rs 1.19 crore on their procurement unfruitful. 

(Paragraph 13) 
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Report No.7 o/ 2003 (Air Force and Navy) 

XII Delay in construction of Blast Pens 

Planning deficiencies and lack of clarity in regard to operational requirements led 
to frequent changes in the concept and design of Blast Pens considered essential at 
a frontline operating base of the Air Force and their construction not being 
completed, thereby depriving the base of the essential facility for over a decade. 

(Paragraph 15) 

XIII Delay in installation of an underwater Optical Imaging System 

An Underwater Optical Imaging System procured in the year 1992 for installation 
on board a Marine Acoustic Research Ship for the collection and study of data 
from the sea bed had not been installed and commissioned even after a decade, 
thereby defeating the objective of its procurement, besides rendering an 
investment of Rs 0.78 crore largely unproductive. 

(Paragraph 21) 

XIV Recoveries effected at the instance of Audit 

Recoveries aggregating to Rs 12.85 crore, representing erroneous payments to two 
Shipyards and Hindustan Aeronautics Limited and overpayments to Defence 
civilians, were effected at the instance of Audit. 

(Paragrap h 16 & 19) 
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Report No. 7 of 2003 (Air Force and Navy) 

[I CHAPTER I : FINANCIAL ASPECTS I] 

Financial Aspects 

The total revenue and capital expenditure on Defence Services during 
2001-02 was Rs 56,326 crore, which was 9.41 per cent higher than the 
expenditure of 2000-01 . The share of the Air Force and Navy in the 
total expenditure on Defence Services in 2001-02 was Rs 12,017 crore 

Share of Expenditure (Air Force and Navy) 

2'>0041 
_.., 

and Rs 8,449 crore 
respectively, includ
ing that on capital 
acquisition. The 
expenditure on Air 
Force and Navy 
respectively was 
10.94 per cent and 
12.94 per cent higher 
than the expenditure 
during the preceding 
year. 

C Defenc:. Expenditure C Air Force Expenditure a Navy Expenditure 

1.2 Expenditure on the Air Force and Navy during 2001-02 under broad 
categories is analysed in the following table: 

AIR FORCE NAVY 
Rsin Per cent Rsin Per cent 
crore of total er ore of total 

Pav and Allowances 2,024 16.84 1,210 14.32 

Stores 4,170 34.70 l,312 15.53 

Works 599 4.98 339 4.01 

Other Expenses 276 2.30 789 9.34 

Capital Acquisition 4,948 41.18 4,799 56.80 

Total 12.017 100.00 8.449 100.00 

1 
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: ·1.3 . The summarised position of :appropriation and expenditure. during 
2001-02 in respect of the Air Force and Navy is reflected in the table 
below: 

sin crore 

' ~_€liarged .· -

f }~~!!it-L· 
I '-0liilf e'(f-
. ~ '{aiai. ~' · . 

Unspent provisions constituted 6.67per cent of final grant/appropriation of the 
Air Force, and 7.80 per cent for the Navy . 

. The total capital expenditure on Defence Services for the year 2001-02 was 
•Rs 16,207 crore. Air Force and Navy together accounted for 60.15 per cent of 
this expenditure. · 

.. 1.4 . An analysis of the Appropri~tion Accounts, Defence Services, has 
· been included in the Report of .the Comptroller and Audit()r General of 

India for the year ended March 2002: Union Government - Accounts 
9fthe Union Govemment(ReportNo.l of2003). 

i 
i 

An amount of Rs 12.85 crore :was recovered at the instance of Audit 
during the year. 

·2 
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Deplletfon of the War Wastage Resell°Ve of Laser Guiid!allll.ce Kits, 
essential fo.r effediive bombing of targets, · below the prescribed 
levels necessnfall:ed emergellll~Y purchases from a single ve.rmirllt!Dr at a 

I 

price higher than what wl!lludd Jlnave been payabfo in normal times, 
. . I 

ii.llll.v~lvillllg an estiimated _ adld,itfo1man expendil.t1!lll!"e of Rs 36.39 cl!"oJre. 
Besides, on accmnimt of the mismatch between theii!I" p!l"ocilD.rement and 
that of pe.rmetration bombs Jnth whiidhl the Kits weire proposed to be 
used, the designated shelf jnife of the Kits wo·und llllave reduced 
consiid.erab!y by tlhl.e ti.me the 

1
deUverfies Qf the bombs are comp netted. 

I 
Conventional bombs without any guidance system do not always ·succeed in 
providing the desired terminal effect because of limitations of the weapon . 
aiming system, drift due to p~evailing winds in . the target area, weapon 
dispersion, etc. This necessitat~s the dropping of a large number of bombs 
over a target. However, the same terminal effect can be produced by a much 
smaHer number of bombs if they are provided terminal homing capabil:i.ty by 
adapting Laser. Guidance Kits ort them. This would appreciably improve the 
effectiveness of the bombs and lean play a decisive role in operations. The 
utility of these Kits is therefore ii-ell-recognised. 

. I 
I 

i -

The Armed Forces are also rJquired to maintain at all times at least a 
·minimum War Wastage Reserv~ of arms and ammunition. However, at the 
commencement of OP Vijay, thJ stocks of Laser Guidance Kits with the Air 
Force were sufficient for only 12! days' requirements as.against then applicable 
War Wastage Reserve of 30 days' requirements. The Air Force therefore 
projected, in June 1999, an urgeht requirement of 663 Guidance Kits to make 
good the deficiency in the Reseie. 

On account of the urgency, the *inistry had no option other than to negotiate, 
on 'single vendor' basis, only w~th a foreigp. firm that had ~uppHed these Kits 
previously. A contract for thel supply of these 663 Kits at a total cost of 

. I . 

I 
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US$ 26.32 million, equivalent to Rs 113.18 crore"' was accordingly concluded 
:with this firm in August 1999. Apart from 100 Kits that were to be delivered 
'urgently by February iOOO, the remaining 563 Kits were to be delivered in 
batches by April 2001. The first batch of 100 Kits was delivered only between 
March and May 2000, the delay being attributable both to . the supplier in 
:making available the necessary documentation and the Ministry deciding to 
:make its: own arrangements for transportation of the Kits through a vessel of 

. .the Shipping Corporation of India Limited so as to safeguard against the 
· possibility of their being impounded en-route if transhipment was involved in 
:transportation by the other vessels.· Supplies of the remaining Kits were, 
,however, completed as scheduled. 
I 

Audit scrutiny revealed that the Ministry had procured 200 of these Kits from 
the same firm earlier in January 1995 at the unit price of US$ 19,975. Based 
on this price and an annual escalation of 5 per cent, which is normally taken 
into account for the purpose of evaluating offers and in estimating prices to 

. ~form the• basis for negotiations, the unit price of the Kits in respect of the order 
1placed in August 1999 should not have exceeded US$ 24,280. The unit price 
agreed upon on this occasion was, however, US$ 39, 700, resulting in an 
.estimated additional expenditure of US$ 10.22 minion or Rs 43.96 crore. 

'Further, the intention initially was to use these Laser Guidance Kits only with 
indigenously manufactured general purpose bombs. However, considering 
that the penetration capability of these bombs against hardened targets was 
very limited, the Ministry decided in February 2001 to use these expensive 
Kits instead with penetration bombs for maximum effectiveness against 
'.hardened targets. 

Accordingly, in December 2001, the Ministry concluded a contract with 
.another foreign firm for the supply of 1, 100 penetration bombs at a total cost 
of Rs 194.13 crore, to be made available progressively from February 2003 
onwards. and completed by. the ye~r 2005. While the deliveries were 
:consequently yet to commence, examination by Audit revealed that 36 of the 
· 100 Laser Guidance Kits procured on an emergent basis, which were of 1997 
vintage, would have completed 62 per cent of their designated shelf life by 
February 2003 and that about 30 per cent of the shelflife of the remaining 627 

· Kits would have also expired by the• time deliveries of all the penetration 
bombs are completed as stipufated. In :the circumstances, the extent to which 
the penetration bombs could, in fact, be used with the Kits to maximise 
.effectiveness could be open to question. 

:• US$ 1 =Rs 43 
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The Ministry stated (November j2002) that the yrice differential .between the 
Kits procured in 1995 and those contracted for in August 1999 was 
attributable to the procurement! of certain additional stores that were not 
included in the contract of January 1995. They added that (a) the firm had also 

I . . . . . 

agreed subsequently to the adva~cement of the delivery schedule in respect of 
the penetration bombs and 100 I of these bomb.s were· therefore· likely to be 
availab~e by OCtober ~002; and (b) since the Laser Guidance. Kits coul_d be 
used with the penetration bombs as well as the general purpose bombs and 
decisions in regard to the type qr bomb to be deployed are arrived at before 
launching an operation depending on the scenario at the relevant time, 
optimum utilization of both ~es of bombs with the Laser Guidance Kits 
could be ensured. 

Even after. taking into account the additional Kits contracted for in August 
I 

1999. and the annual escalation of 5 per. cent in prices,· the additional 
expenditure involved .in the emJrgency purchase of the Laser Guidance Kits 
that had to be resorted to ma~e good the deficiency in the War Wastage 
Reserve would work out to US 1$ 8.46 million or Rs 36.39 ciore,_instead of 
Rs 43.96 crore estimated by Audit earlier. Besides, verification by Audit also 
revealed that the delivery of the ~nitial consignment of 100 penetration bombs 
had. not been effected even as of December 2002. There may not therefore be 
ainy perceptible .improvement• irl. their deliveries in relation to the schedule 
stipulated initially. Further, tll.ohgh it has been contendedthat it would be 
possible to optimise the utilisafion of both types of bombs with the' Laser 
Guidance Kits, the decision to !procure the penetration bombs ·having been 
arrived at inter alia in consider~tion of the admittedly high cost of the Laser 
Guidance Kits (Rs 17 lakh per, llit), it may not perhaps be financially prudent, 
or even logical, to .utilise the~e with the comparatively cheaper general 
purpose bombs (Rs 1. 77 lakh ~er bomb based. on the cost . of ptoductibn ·bf 

. . I • 

these bombs by the Directorate General of Ordnance Factories), which are also 
admittedly less effective in penetrating hardened targets. · · · 

That emergency purchases of thl Laser Guidan~e Kits were necessary and the 
obvious mismatch between thJir procurement and that of the penetration 
bombs also . point to the iJ.perative need to streamline procurement 
procedures, particularly with ieference to the replenishment of the ·War 
Wastage Reserve, and to synchtonize, to the extent possible, procurement of 
different items of related stores tb be used in conjunction with each other. 

. . I . . . . . 
. . . . 

I 

l 
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Contrary to the guidelines of the Central VngHam.ce Commission 
prohiqiting negotiatfoirns with tendeireirs other than the lowest, a 
contract for supply of rockets at a total cost of Rs 93.14 crore was 
concluded after negotfatnmms with a foreign ve]l]dor whose offer was 
not the lowest, .which. was prime fade illlllljustified. 

Based on a .·proposal of the Air Headquarters for procurement. of 
i 82,491 57- mm Rockets with fuzes ·to make up the deficiencies. in War 
• Wastage Reserves, the Ministry had requested proposals from three foreign 

vendors (ROSVO of Russia, Kintex of Bulgaria and Omnipol of the Czech 
Republic). While the Russian vendor expressed inability to supply the 

• Rockets, the proposal of the Czech vendor offered supplies ex-stock, which 
l was not recommended for procurement by the Air Headquarters. On the other 
! hand, the Bulgarian vendor offered to supply the Rockets at the unit price of 
· US $ 325 FOB Bulgarian port. Simultaneously, an unsolicited offer to supply 
· the Rockets at the lower unit price of US $ 315 FOB Russian port was also 

received from another Russian vendor (Promexport). 

'. In December· 1999, the Ministry, in consultation with the Air Headquarters, 
. invited technical and commercial proposals from Kintex as well as 
Promexport. On opening the commercial bids in February 2000, the unit price 
of US$ 244.20 quoted by the latter was lower than that of US$ 250 quoted by 

i the former. -
l 

In the context ~f the marginal difference in price and having regard to 
· operational urgency, the Finance Division of the Ministry suggested in March 
2000 that a counter-"offer might be made to both the firms, the requirements 

: being distributed between them. However, the Ministry made a counter-offer 
i of US $ 210 in April 2000 to the Bulgarian firm al0ne. This was accepted by 
Kintex and a contract for supply of 100,000 Rockets at a total cost of US$ 21 

. million, equivalent to Rs 93.14 crore.i. ;was concluded with the firm in October 
2000. These were to be supplied by December 2001 in five lots of 20,000 
each; The deliveries were, however, completed only 'in March2002. 

: In November 1998, the Central Vigilance Commission had prescribed 
· guidelines in regard to procurement . procedures that were to be followed 
henceforth in the Ministry of Defence, which were also circulated to all 

'~~~~~~~~~~~ 

i 6 US$ 1 =Rs 44.35 
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concerned in December 1998. In tenris of' these guidelines, post-tender 
negotiations were banned wiili immediate effect except with the lowest 
tenderer. The decision to restrid

1
t the negotiations only to the Bulgarian firm, 

which was not the lowest tenderer, was therefore violative of these guidelines 
and resulted in the element of competition being removed and in lack of 
transparency. 

The matter was referred to the ~inistry in July 2002. While their reply was 
awaited as of February 2003, th6 Air Headquarters stated (August 2002) that 
"the path of approaching a knofn and proven agency" (Kintex), which had 
supplied these stores in the past was adopted in view of the urgency to 
replenish the War Wastage R~sdrves, the marginal difference in price which 
was later negotiated, and "avoidJnce of inherent delays in trials with supplies 
from a new ve:p.dor". The Air Hehdquarters .added that though Promexport had 
always me~tio. ned that their offerl

1

.related to ~ew manufacture only,. the vin. tage 
of production had not, ·however, been amphfied by the firm and it could not 
therefore be ascertained whether the expression ''new" referred to manufacture 
during the current year or last banufactured (which could be a few years 

• I 

earher). . . . . . I . . . . . 
The foHowmg will, however, be of relevance m this context: 

. I . 

)::;> Though urgency to replenish the War Wastage Reserves has been cited 
as one of the reasons for ponfining the negotiations only with Kintex, 
the proposal, which was first initiated inJune 1999, would not appear 
·to have been processed jand final:is~d with any sense of urgency. 
Whereas the~e Rockets h~ld in stock in June 1999 were only one-third 
of the prescnbed War Wastage Reserves, the stocks had decreased to 

I . . . 

one-sixth of the Reserves in June 2000. The contract with Kintex itself 
was concluded only inl October 2000, eight months after the 
commercial bids from both the firms were opened in February 2000 
an:d nearly 16 months aftet the necessity to replenish the Reserves was 
recognised. 

)::;> fo •August 1999 itself, Prom export had confirmed their willingness to 
supply the Rockets from purrent production. On enquiry by the Air 
Attache in Moscow, the' firm had also asserted that the rockets would 
be supplied only fro~ jfresh manufacture. The firm had also 
confirmed, in February 2000, that (i) the Rockets were manufactured in 
accordance with the Jrescribed ·technical conditions; (ii) the 
manufacturer had the licerice for their manufacture conforming fully to 
the requirements of Rus~i~n legislation; and (iii) they were.used on all 
variants of the aircraft lfor which they were intended, In the 

7 
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qircumstances, the reply that the vintage of the rockets proposed to be 
supplied could .not be ascertained would not appear to be borne out _by 
facts and this can at best be considered only to be an after-thought. 

>- ff, as stated, the intention indeed was to avoid delays inherent· in 
obtaining supplies from a new vendor, and to obtain these only from a 
"known and proven agency'', it is not very clear why the Air 
Headquarters acquiesced, in the first instance to invite technical and 
commercial bids from Promexport as well. In fact, the proposals from 
Promexport were invited by the Ministry only after the Air 
Headquarters .had evaluated and confirmed the technical acceptability 
of its offer and its bonafides. 

· ~. Invitation, initially, of proposals only .from three vendors, which was 
. apparently not based on an exhaustive list 0f suppliers, could also be 

dpen to question since it would tantam.ount to the invitation of limited 
tenders and also restricted the options available . 

. Failure to adjust the amolllnt owing to Government by a foreign 
, engine manlllfactmrer on final settlement of two agreements for the 
\ purcha~e of aero-engines against· the payme:nts made subsequently 
; to the manufacturer resulted in an estimated loss of interest of . . . 

Rs 49.31 lakh. 

: Under the programme for the acquisition of the Mirage-2000 aircraft for the 
: Indian. Air Force, aero-engines were to be supplied by a French. engine 
manufacturer (SNECMA) in terms of two agreements concluded in October 
1982 and March 1986. The agreements provided that the buyer shall place at 
the disposal of the vendor the specified amount as Reserve Provision in 

, advance, orders for the aero-engines being placed from time to tiil1e against 
·such provision. Necessary adjustments were to be made on cqmpletion of 
. deliveries. In case the total amount due to the manufacturer in respect of the 
• firm orders placed utilising the Reserve Provision was less than the provision 
and upon effecting the necessary adjustments, the manufacturer was to 

· reimbur$e forthwith to the buyer the amount actually .received in excess as 
·advance payment, alon~ with interest calculated at the rate of 9.5 percent per 

8 
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. · f h. fi I . . 
annum m respect o t e Irst agreement and at 13 per cent per annum m 
respect of the second up to the date of reimbursement. 

The accounts behveen the Minis~ ~f Defence and SNECMA were finalised 
in December 1995 and. it was mtitually agreed that a net amount of French 
Francs 12,959,422 was payable b~ the latter to the Government of India after 
31 March 1996. H was also decided that this amount would be deducted from 
the amount due for subsequent ddliveries or advance payments to be made :for 
orders placed beyond the contract] · · . · . 

I . . 

The Ministry of Defence accordihgly directed the Air Headquarters to ensure 
, I , . . , . 

adjustment of the amount due from SNECMA. However, though, further 
payments aggregating to Frenth Francs 13,117,462 were due to the 
manufacturer and these were al~o paid between April and' July 1996, the 
i;iecessary deductions were not made from such payments .in settlement of the 

. . • I . 

amount due to Government agamst- the contracts of October 1982 and March 
1986. The adjustment was made bnly subsequently in December 1996. 

. . . I . 
Failure to effect the necessary a~justments against the subsequent payments 
made to the manufacturer bet:Ween April and July 1996 resulted in ·an 

, , I , 

· estimated. loss of interest o~ French Francs. 680,195 equivalent to 
Rs 49.31 lakh approximately computed at the rate of exchange of 1 French 
Franc = Rs 7 .25 as applicable in *arch 1996: 

. I 
The matter w~s referred to the Ministry in July 2002; their reply was· awaited 

as 'of f:ebruary 2003. . . · , I ·. · . . · ' . · . . . · _ .· . . . · .. -

· i&'T«l> 

Ori the recommendations of th~ f.~blic Accounts Committee, the Ministry of 
Finance (Department of Expendifure) issued directions to an Ministries in 
!~me ~ 96~ to send their respon~ej to the Draft Au~it Paragraphs· pro~cise~ f?r 
mclus1on m the Report of the Comptroller and Auditor General of India w1thm 
six weeks. 

Draft Paragraphs/Reviews pr9ppsed for inchision in the Report of the 
ComptroUer and Auditor General of India, ·Union Government, Defence 
Services (Air Force and Navy) f~r the year ended March2002, No. 7 of 2003, 
were forwarded to the Secretary, Ministry of Defence between May 2002 and 
November 2002 through demi-dfficial letters . drawing his attention to the 

I , 

Audit findings and requesting, ·Ministry to send their response within the 
stipulated six weeks. It wils 1ught to the personal notice of the Defence 

9 
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I Secretary that sin~e the issues are likely to be included in the Audit Report of 
i the Comptroller and Auditor General of India,: which are placed before 
Parliament, it would be desirable to include Ministry's comments in the 
matter. 

' i Despite :above instructions of the Ministry of ~inance issued at the instance of 
i the Public Accounts Committee, the Ministry of Defence did not send replies 
·to 10 Draft Paragraphs out of 19 Paragraphs included in this Report. Thus, the 
response of the Ministry could not be included in · respect of ·these 10 
paragraphs. 

iDespite, repeated i.l!llstrllllctions and recommel\)dations of the Public 
iAccmJJ.ll1lts Committee, Ministry of Defence did. not submit remedial 
)Action Takellll Notes Ol!ll 77 Audit Paragrnphs. · 

:with a view to ensuring enforcement of accountability of the Executive in 
:respect of all issues dealt with in various Audit Reports of the Comptroller and 
iAuditor General of India, the Public Accounts Committee decided in 1982 that 
iMini~tribs and Departments should furnish remedial Action Taken Notes on 
'all Audit Paragraphs. · 

Review of outstanding Action Taken:Notes on Paragraphs included in the 
'.Audit R,,eports of the. Comptroller and Auditor General of India, Union 
!Goverhrhent, Defence Services (Aii •Force and Navy), placed before the 
!Parliament during 1993 to 2002, revealed that, as of :Dec~mber 2002, 77 Audit 
·faragraphs (as per Appendix-I) awaited finalisation. Of these, in eleven cases 

/ ··Ministry had not furnished any Action Taken Notes at all. 

iAdmittitig the facts, Ministry stated in Decemfuer 2002, that delay m 
preparation of the Action Taken Ndtes occurs due to tinie involved m 
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collection of information and niaterialto'prepare the Action Taken Notes from 
various agencies in the field are~s spread an over the India. Ministry added 
that, the concerned Directorates uhder the Ministry have been directed to make 
aH-out efforts to achieve maximufu clearance of Action Taken Notes. 

I 

As of January 2002, 32 files in rJspect ~f Air Farce, and 28 files in respect of 
Navy, requisitioned for ~udit, dtiring the period between October 1995 and 
March 2002 were not made .a~ailablie to Audit. This indudes 21 cases 
(Appe~dix-H) where expenditurell involved in each case is Rs 5 crore or. more 
as ·detaded below: · .· · · • ·· : ·•. - · · 

I 
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iP.roc1ul!remel!ll.t 

. ,--. ··--· ---· ----------:. - :-::c ,.., =•-.--·:-~-----·,.--,-., . ''"':'" ,,,,.c-_~-----,.,,,_,.,='""7·--:- ·--=-,--::"'.: ,.,.,-:--~----=·==1 
18: ;<··• ... · Misi!l!Jl.at_cb.;Jn piroc~r:¥fue1nt;of boml>s an,d,c!)~p,c:)nents1 
a: o,.·....:...'.~-""''""::,.,_:,_,_~.;,,.,_......_,' -.-->++-.: ....... ~m--:'...-• ./-",_~,,,=....,,. -:..:~,,;;.·_,,..,.,""':."-- ·'.:i;:;I;,;;\,~Z'°"'1..-.,,., '-~:_:.,_;~;s-,..;~......,,;_~~-:t,;;.,~.,;;~s,,,_,,,_, ~"-''--o=:.A 

OperntfomnR pirepanredness of tlhle Anll" Force wollllhll appeair to have 
been aidlve:rse!y aff eded on 21ccomnt of nnadlequate reseJrVes of bombs 
21nd tllne irefated tan llllnM:s 21ndL fuzes. Non-avanfabmty of the Jfirnzes 
.evelffi after tllne fapse of cmnsftderablle time llrnd rendered bombs anidl 
'.taiR 1lllnits tlln21t weJre allso prncuured befatedly at am aggregate cost «11f 
:Rs U 7.Z8 ciroJre refafrvelly Iless effeC1l:ive. 

;Type 'A' bombs used by the Air Force consist of the main bomb, ballistic tail 
units and fuzes for their effective functioning and performance. Each bomb 
:has one tail unit that facilitates its safe separation and allows it to follow a pre
determined ballistic trajectory, while the fuze, which can be located either in 
the tail or the nose of the bomb, helps in initiating its explosive composition. 

The Type 'A' bombs and their tail units held by the mother depot for 
armament stores at the commencement of OP Vijay constituted 23 per cent · 
and 2.2 per cent respectively of the mandatory minimum reserves, while no 
fuzes were held in stock by the depot. In order to make good the deficiencies, 
the Air Headquarters placed two indents in June 1999 and February 2000 on 
the Directorate. General of Ordnance Factories for supply of 5,519 Type 'A' 
bombs at a total cost of Rs 97 .69 crore. The indent for the required tail units 
was, however, not placed concurrently on the Directorate General of Ordnance 
Factories. An order for an identicaJ number of tail units at a cost of 
Rs 19.59 crore was instead placed only in April 2000. 

The Directorate General of Ordnance Factories supplied the bombs between 
february 2000 and February 2002, and the matching tail units by January 
f003. However, though as many as 8 indents for the supply of 6,136 fuzes at 
a total co

1

st of Rs 3.57 crore had also been placed on the Directorate General of 
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Ordnance Factories between No~ember.1993 and August 2001, none of these 
had been supplied even as of Janrry 2003. . 

Expenditure aggregating to Rs 1117.28 crore incurred on the procurement of 
the .bombs and tail units notwitHstanding, the compatible and essential fuzes 
had not been made available eveJ after d1e lapse of considerable time. Failure 
to concurrently ensure the avail~bility of adequate stocks of bombs and its 
integral components, which wotfld appear to be indicative of deficiencies in 
planning for procurement, cotlld have had . an adverse impact on the 

· preparedness of the Air Force ,arld its operational efficiency during OP Vijay, 
as wen as on the effectiveness ana reliability of the bombs .. 

. I , 

While admitting that there was l mismatch between the procurement of the 
bombs ,and their tail units, thb Ministry stated (January 2003) that the 
effectiveness of the bombs in dbstroying targets during the Operation could 

I 

not be ascertained on account of the inhospitable terrain of operations. . The, 
Ministry added that while the fuzes had not yet been supplied, the available 
bombs were operationalised by dsing an ahemative combination of tail pistol 
and detonator which was an accbpted methodology and was not less reliable; 
and that procurement of other frizes and compqnents was resorted to keeping 
in view development of advatlced fuzes and with a view to having . an 
alternative.fuzing component for the bombs. · 

The fuzes are admittedly an int~gral part of the bombs and the orders placed 
on the Directorate General of Ordnance Factories also related only to those 
compatible with the Type 'A' ~ombs. In the. circumstances, the contention 
that their procurement was reso1ed to only as an alternative is not very clear. 
:Besides, though it has been ~rgued that the alternative combination of tail 
pistol and detonator, which wa~ obviously necessitated only on account of 
non-availability of the compatible fuzes, was not less reliable, the Directorate 
of Operations, at Air Headquaders had, in fact, expressed the view in June 
1999 that the pistol-detonator cdmbination was "relatively less reliable". The 
fact also remains that procureibent of different components had not been 
prnperly synchronized, which i~ould underscore the need. for appropriate 
remedial measures and streamlining of the processes so that the need to adopt 
alternatives that impinge upon bperational effectiveness is minimised, if not 
altogether eliminated. I · . 

13 

, . I 



·, 

· :Report No. 7 of 2003 (.Air Force and Navy) 

Failure to initiate timely action to replenish stocks of the Links essential 
for firing a specified type of ammunition from a foont-Iine fighter aircraft, 
' ' 

;which was indicative of deficiencies in planniillg, resulted in the ·stocks 
becoming completely depleted for nearly three years necessitating tine 
recycling of used Links thereby compromising armament training. 
requirements and reducing the capability of the aircraft. 

Ammunition Links are used for firing specified types of ammunition from 
fighter aircraft. Apart from requirements of Links in.operations, these are also 
necessary for maintaining War Wastage Reserves and for Armament training 
of the aircrew. 
I 

In May 1994, only 925 Links for a particular type of ammumt10n 
(Ammunition 'A') used in the weaponry of a front-line fighter aircraft of the 
Air Force were available in stock; which represented barely 0.04 per cent of 
the minirpum mandatory War Wastage Reserves: In order to replenish the 
depleted War Wastage Reserves and to cater to the (!rmament training 
requirements, the Department of Defence Production and Supplies of the. 
Ministry of Defence placed an order on an Indian firm in March 1996 for the 
development, manufacture and supply of 1.10 lakh Links by May 1998 at a 
~otal cost of Rs 39.33 lakh. 

The stipulated delivery schedule could not, however, be adhered to by the firm 
on account of failure of prototypes in ground firing trials, necessitating 

I 

c.jhanges in the dimensions and drawings based on imported samples, which 
slowed down the process of development of these Liriks. Though the stocks of 
bnks had. been further depleted during the intervening period and not even a 
single Link was available in stock by the end of April 1997, a proposal 
initiated by the Air Headquarters in October 1998 for importing one lakh 
Links was not agreed to by the Director General of Aeronautical Quality . 
Assurance (Armament) on the ground that sufficient progress had already been 
rliade by the Indian firm in the development of the Links and that it was 
expected that these may be made available within a reasonable period. 

I 

1fle Am~unition Links ordered on the Indian firm not having been delivered 
eyen during 1999, the Ministry had to resort to emergency import. An order 
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was, therefore, placed on a foreign firm in June 1999 for supply, ex-stock, of 
1.07 lakh Links at a total cdst of US $ 0.134 millfon, equivalent fo 

Rs 57.62 lakh"'. The Links, whicA were to be.supplied by 1999, were received 
I 

only in April 2000. The Indian firm also supplied 80,000 Links between May 
I 

2001 . and July 2002. The remain~ng 30,000 Li.Ilks were under inspection as of 
October 2002. An amount of Rs B6.69 lakh had been paid to the firm till then. 

. . I . \ 

Because of the depleted stocks, ijust one per cent of the armament training 
requirements could be met between May 1994 and April 1997 using the Links 
available in ~ock and no trainibg could be conducted thereafter till March 
2000. Apart from the training rbquirements being compromised, this could 
have also had an adverse impac~ on the operational preparedness of the Air 

~ I 
Force. ' · , 

\. I 
The Ministry_' stated (January 2093) that between May 1994 and April '1997, 
and during OP Vijay, ammunition was utilized with the serviceable Links 

I . 

segregated~om the already use~ Links, and the operational preparedness· of 
the Air Force was not affected lbecause it has a vast range of weapons to 

choos~. ~om. • I 
The necessity to employ used Links, which obviously was not a desirable 
alternative, could have been · a~oided had timely action been initiated to 
replenish the stocks, including t~e War Wastage Reserve, when it was known 
in May· 1994 itself that these liad reached abnormally low levels. Having 
regard to the problems encountered in the indigenous development of the 
Links, imports could at least ha~e been resorted to during 1998 based on the 
proposal of the Air Headquarters instead of taking the somewhat optimistic 
view that these may be made 4vailable within a reasonable period, which 
would not appear to have been b~sed on a realistic assessment. Besides, while 
it is no doubt true that a variefy of armaments are avaifable in the fighter 
aircraft, the weapon for whichj the ammunition and Links were intended 
would, in any case, not have been available for operations, thereby reducing 

I 

the capabilities of the aircraft. lt would therefore appear, prima facie, that 
planning for procurement of the Links was deficient and that the issue was not 
pursued with a sense of urgency. 

~ llJ§$ n = JRs 43 

. ' 15 



. ReportNo.7 o/2003 (Air Force and Navy) 

Prncllluremmel!Ilt oJf Grm1m.d Power Ullllits without ftnvitiIDlg ·([)]ptellll telllldlers 
krteir havftl!llg identified and approved am aUermlltive smuce ([)f s1l!lpplly 
reslll!Ilted fillll plll!rch21se at Mgllneir prkes~ nnnvolvillllg 21voi«:hnble 21dditfol!llai 
expel!lldfitmre l[j)Jf Rs 3.30 Cl!"l[])Jre. 

Guidelines issued by the Ministry in March 1990 require that, wherever 
practicable and advantageous, contracts should be concluded only after 
inviting open tenders or sending limited tender enquiry. 

Ground Power Units (GPUs) used in Air Force aircraft were being supplied by 
Hindustan Aeronautics Limited since 1984. In an endeavour to identify 
cheaper alternative sources, the Director General of Aeronautical Quality 
Assurance in association with the Air Headquarters, conducted successful user 
trials on GPUs manufactured by MAK Controls and Systems (P) Limited, 
Coimbatore and issued Bulk Production Clearance to the firm in June 1998. 

Despite their having been associated with the successful user trials, the Air. 
f!eadquarters, however, placed four orders on Hindustan Aeronautics Limited 
between September 1998 and July 1999 for the supply of 59 GPUs at prices 
varying from Rs 17.56 lakh to Rs 17.58 lakh per unit without inviting 
quotations also from the Coimbatore firm, which had been identified and 
approved as an alternate source. It was only in August 1999 that tenders were 
invited from Hindustan Aeronautics Limited as well as the Coimbatore firm. 
The unit price. of Rs 12.90 lakh quoted by the latter being lower than Rs 13.40 

. lakh quoted by the former, an order was placed on th:e firm in December 1999 
for supply of 25 GPUs. Subsequently in March 2000, another order was also 
placed on the Coimbatore firm for supply of 25 more GPUs at the unit price of 
Rs 11.97 lakh. The firm also completed deliveries of all 50 GPUs within the 
~tipulated, period. 

Having identified and approved an alternative source of supply, continued 
procurement of the GPUs from Hindustan Aeronautics Limited without 
exploring the possibility of procurement at c9mpetitive prices was not 
financially prudent. This was also violative of the Ministry's guidelines. 
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• Computed with reference to the latest and low~st unit price of Rs 11.97 lakh as 
per the latestsupply order pfaded on the Coimbatore firm, failure to invite 
competitive bids from both the identified sources resulted in avoidable 
additional expenditure of Rs 31.30 crore in respect of the GPUs procured 
between September 1998 and July 1999. 

The case was referred to Ministry in June 2002; their reply was awaited as' of 
. I 

February 2003. 

Accepfal!llce · lby tlhte Anll"' Fbirce of :ai speech secrecy e<gjllllftpm.ellllt 
l!ll({]ltwntl!nstandillllg seve!f'all sinottcomillllgs l!llotked firm the perfoJrmmrnce oJf 

. . I. I . . .. ·. . 
tllne eq1lllipment nllll tlhle cl!l>mrse of tllne ev:almlltfon tirfals that weire alsl!l> 
condl!llcteirll withmllt, refeirerlce , to tlbie QUJtaililfatftve RequnnJrements 
Jres1lliilteidl hn 233 sets ofUhe e~llinpmeimt prncmredl at a cost oJf Rs 4.47 
crnJre l!"emanl!llftllllg mmtnllnseidl. f Shmlllld the efforts ftllnitfated! to iiiibtaillll 
Jrefmndl of the cost prove 1llllmS

1

UJtccessJfUJtH, the el!lltll!re flnvestmennt may be 
remlleJred nnfrllllctlllll!llIDlS nllll tllne fHnail anmHysis~ 

I 
fa November 1992 and DecJmber 1994, the Air Force evaluated the . . I 

"Analogue Coded Message · Encryption (Multi-dimensional) ·Equipment" 
developed by the. Electronic~ and · Radar Research and Development 
Establishment, Bangalore, and td be produced by the Panchkula unit of Bharat 
Electronics Limited. The equipnient was intended to ensure speech secrecy in 
communication. 

Several shortcomings in the performance of the equipment had been noticed in 
the course of the evaluation tri~ls. The Air Force nevertheless accepted the 
equipment and placed an order oh Bharat Electronics Limited in October 1995 
for the manufacture and supply I of 233 sets at an aggregate cost of Rs 4.47 
crore. These were delivered during December 1996 - January 1997. · 

Soon after induction of the equi~ment in the Air Force in Feb~ary 1997, Air 
Headquarters received complaints about its poor performance from all the user 
units. Though certain. modifications were earned out by the· Electronics arid 
Radar Research and Developtiient Establishment and Bharat Electronfos 
Limited, a satisfactory level of trformahce could not be achieved. Since the 
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:equipment did not meet the operational requirements 'of the Air Force, it 
perforce had to be retained, unutilised, in stock. 

The Electronics and Radar Research and Development Establishment did not 
also foresee any possibility of further improvement in the performance of the 
:equipment. The Ministry therefore directed the Air Headquarters in August 
2000 to back load the equipment to Bh'arat Electronics Limited and to recover 
the payment made on this account to the Company along with interest. 
Accordingly, all the 233 sets of the equipment were back loaded in February 
2001. Bharat Electronics Limited had not, however, refunded any amount to 
,the Air Force as of April 2002. 

Audit scrutiny revealed the following: 

I 

);> The Army had purchased earlier during 1986-87 the Analogue Coded 
Message Encryption Equipment from Bharat Electronics Limited. The 
equipment had certain inherent defects that could. not be rectified even 
after retro-modification. The Analogue Coded Message Encryption 
(Multi-dimensional) Equipment procured during 1996-97 was claimed 
to be an improvement over the earlier version. 

);> In pursuance of the recommendations contained in the 18?1h Report of 
the Public Accounts Committee (Eighth Lok Sabha), the Ministry had 
issued comprehensive guidelines in February 1992 providing inter alia 
that trial evaluations for procurement of indigenous defence equipment 
iri future should be conducted strictly in accordance with Qualitative 
Requirements.' The trial evaluations were, however, conducted in this 
case in November 1992 and December 1994 without reference_ to the 
Qualitative Requirements. 

);> The Air Force had not examined the cirGumstances in which the 
equipment, the performance of which was admittedly unsatisfactory, 
was accepted with a view to fixing responsibility even after all the sets 
supplied by Bharat Electronics Limited had failed. 

The contract with Bharat Electronics Limited does µot provide for refund of 
the cost in the event of defective supply. In the ci:i-cumstances, and having 
regard to the fact that the equipment had also been inducted in the Air Force 
only after their acceptance, it is unlikely that the Air. Force will in fact be in a 
position ,to secure refund of the amount of Rs 4.47 crore already paid. 
Besides, :;all attempts .. made to impro¥e the performance of the equipment 
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I 

having been unsuccessful and I the · Electronics and Radar Research and 
Development Establishment also ihaving expressed its inability, the possibility 
of the equipment being replace~ is also remote. The entire expenditure of 
Rs 4.47 crore may consequently be rendered infructuous in the final analysis. 

I . 
The matter was referred to the Ministry in May 2002; their reply was awaited 
as of February 2003. j 

I . 

I 

ffii?~ll!iiJP'¢ii!~J(,,i!!~•~i!t•• 

JFanil1l!ure of 1tlhi.e Afr JFq])irce 1to ~nsllil!l"'e~ based mm prnpe!l"' evatilllilaltfon of 
avaftllalbille opltftons~ tlhi.e sllilil.tat~mty of ll:lhi.e vel!nkHes Jpllrnposed! 11:1[}1 lbie 
jp)ll"'OC1Lill!"'ed foll"' confannell"'nsatfto~ of Cll"'fttftcaH commllilnftcaltfon eqURftpmennlt 
JIB.ecessftltaterll a1rl«ll.ntfonuaR pUlltcllnases of alltell"'natftve vellnkies anrll 
t1ransfer of tlhte uns1lllft1talbille onfs costftng Rs 2. 70 crnre 1t([]) otlbte!l"' umits~ 
wll:ne!l"'e. tlb!ey we!l"'e lhteilidl. ftirn exce~s of. alll!ltllnorisatlimn. In the prncess~ tltne 
1tftmeily con1tanne!l"'.fisa1tfon of tltn~ cit"'itkaH commllilnkatrftmn eiqplllnpmenlt 11:([]) 

enslll!It"'e 1tlhleftlr opernltfonaiil rnob~Uty ailso sllllffered. 

I 
In order to facilitate the contai~erisation of three types of communication 
equipment ('A', 'B' and 'C') of the Air Force aimed at ensuring operational 
mobility, the Ministry sanctioned) in December 1995, the procurement of 120 
Mechanical Transport Vehicles qf one-ton capacity at a cost not exceeding 
Rs 5.40 crore. Of these, 50 vehicles were intended for containerisation of 

· equipment 'A', 40 vehicles for equipment 'B' and the remaining 30 vehicles 
for equipment 'C'. In arriving at decisions in -regard to the procurement of 

I . 

these vehicles, the Wings concerned in the Air Headquarters had 
recomme~d.ed th~t th~ one - t~n l~ehicles should be c_apable of operation in 
field conditions, m plam as well as m desert/sandy terram. 

I 
i . . 

Orders were accordingly placed in February 1996 on two vehicle 
manufacturers (Mahindra & Mahirtdra and Telco) for supply of 50 and 70 one
ton vehicles respectively at the uhit price of Rs 2.14 lakh and Rs 4.61 lakh. 
The former were meant for contaiberisation ofequipinent 'A' and the latter for 
equipment 'B' and 'C'. AU the v6hicles were received in an Air Force Depot 
in October 1996 and were duly acJepted after inspection. · 

I . 

Following containerisation of th~ first two units of equipment 'A' on the 
Mahindra & Mahindra vehicle~, !operation trials were conducted in August 

I 

I 
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' 1998. It was then found that while the total laden weight of the vehicles was 
2,435 kilograms, the load carrying capacity of the vehicles was only 2,220 
kilograms. The laden weight was, therefore, reduced by 350 kilograms and 
fresh trials were conducted during March-May 1999. Even then, it was found 
that the.se vehicles were unsuitable for the intended purpose because they did 
not meet the rigors of mobility .. 

It was, therefore, decided to use instead the one-ton vehicles procured from 
Telco for containerisation of equipment 'B' and 'C' for equipment 'A'. 
Accordingly, 48 of the 70 vehicles initially intended for equipment 'B' and 
'C' were diverted for containerisation of equipment 'A'. Of the 48 Mahindra 
& Mahindra vehicles available in the Depot, exch1ding the two vehicles that 

· had already been utilized on trials with equipment 'A', 38 vehicles were 
transferred to other Air Force units for possible use, the remaining 10 being 
retained as support vehicles for equipment 'B'. · 

In order to meet ·the deficiency . in the availability of vehicles for 
•. containerisation of equipment 'B' and 'C', the Air Headquarters procured 38 

additional TATA-407 vehicles from Telco in March 2001 at the unit priCe of 
Rs 4.85 lakh. These vehicles were also found to be unsuitable, in June 2001, 
for containerisation of the two types of communication equipment and were, 
therefore, transferred to other Air Force units. Air Headquarters thereafter 
procured 38 TATA-1212 one-ton vehicles at the unit price of Rs 6.22 lakh in 
January 2002. · 

According to the Procurement Plan of the Air Force for the year 2001-02, they 

1 
were avthorized to hold, in all, only 347 one-ton v~hicles, as against which the 
number of vehicles available as of December 2001 was 431. Following the 
transfer of the 38 TATA-407 vehicle~ procured in March 2001, the number of 
vehicles held in excess of the authorized strength increased to 122 vehicles. 
These included 40 Mahindra & Mahindra and 38 TATA-407 vehicles costing 
Rs 2. 7Q crore procured specifically for containerisation of the communication 
equipment but which could not be utilised for the intended purpose. 

The expenditure of Rs 2.70 crore incurred on procurement of these vehicles 
could have been avoided had greater care been exercised ab initio in 
determining their suitability for the intended . purpose based on proper 
evaluation of the available options. Instead, the entire approach would appear 
to have been only ad hoc. In the process, the timely containerisation of the 
critical communication equipment· to ensure their operational mobility also 
suffered. 
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The matter was referred to the :Ministry in July 2002; their reply was awaited 
as of February 2003. 

r--_ 

lllllllJpHrJ>rt ([])if a ]BJ!"([J)acllnnJrng · Macllnnnne anndl ·a GJrnmdlnnng Madinlllle · jnn 
funllfnllmenn11: ([J)Jf ann enngnnne mannun'fac1l:unJre1r~s l!:mlllletnim goveJrnnnnng irepan1rs 11:([]) 
aeJro-enngilllleS 11:llna11: }vas Jrn([J)11: , ~a!Dldla11:my wm.RRdl appea_ll" 11:1[]) llnave lbleeJIB 
llllnnHnecessairyo Besndles, oim :Bl~CGunn11: ([J)i[ defays at va.noUJts stages~ tllne 
macllnfinnes prnc1U1Jredl .l!llRn 11:llne lbl

1
asis ([J)i[ :Blllll unrgellll11: fimllenn11: lhladl Jrn([J)11: beenn 

C([J)mnimi.ssfonnedl for ([J)Veir 11:w([J) yeairs irendleirfinng iinnnfr1lllll11:ifunll allll. linnves1l:llll1lellll11: 
([J)i[ JRs ]_o].9 crnireo . · I · -

Based on a special review caled, out by a Base Repair Depot and its 
associated Equipmen~ Depot, t~e: former proje~te~ the requi~eme_nt in August 
1996 for a Broachmg Machme. and a Gnndmg Machme mtended for 
implementation of a manufacturJr's bulletin covering overhaul of R-29 aero
engines. However, it was only i~ February 1999, after the lapse of two and a 

. I 

half ye~rs, th11t the ~irector o~ Engineering, . Air Headquarters, placed an 
urgent mdent for their procurement on the Director of Purchase; After a 
further delay of a year, the latte~ concluded a contract with a foreign firm in 

. . I 

February 2000 for supply of these machines at a cost of US$ 271,921 
equivalent to Rs 1.19 crore. 

The two machines, received in the Equipment Depot during November -
December 2000, were issued to file Base Repair Depot only iri. June 2001, after 
a delay of six months. Further, though the purchase contract was conclud~d--in 
February 2000 it8elf and actfori for the provision of the related civil and 
electrical works (works serv~ces) necessary for the . installation and 

I 

commissioning of the machines should normally have been taken immediately 
thereafter so as to synchronise bompletion of these with the receipt of the 
machines, the· Base Repair DepJt initiated a proposal in thisregard only in 
April 2001. On sanction of' ilie work services in August 2001 and their 
completion in October 2001, ihvoliving expenditure of Rs 0.08 fakh, the 
machines were installed in Febniary 2002 and were awaiting commissioning. 
Meanwhile, the warranty of the niachines had expired in August 2001. 

I . 
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. •The Ba~e· Repair Depot informed Audit in June 20(i)2 that the bulletin forming 
the basis of procurement of tqe two machines was not a mandatory one during 

. repair/overhaul and was to be incorporated as per requirement on inspection 
after dismantling of aero-engines. The Depot added that the bulletin, which 

: provides for certain repairs · during inspection of ·the aero-yngines, Was, 
: howeve~, being incorporated by Hindl,lstan Aeronawtics Limited at the time of 
i their scheduled overhaul and that the commissioning of the machines was 
· awaiting the arriv~l of a teani from Hindustan Aeronautics Limited and the 
pro~urement of ~·lifting drive and mobii oil. . . . , . , 

. . . . , - . . . . . ~ 

: If, . as stated, the bulletin· wa:s not m.·aridatory and the requirements· envisaged 
: therein Ywei-e being . fulfilled during scheduled overhaul of the engines by 
. Hindustan Aeronautics Limited, the justification for the procurement of the 
' two· machines itself would be open to question. This also raises doubts about 

the need for placing an urgent indent more than two years · after the 
: 1 requirements were projected on the basis of a special review. In any event, on 
· account of the delays that had occurred at various stages which would not 

; : 

appear to ~ave been unavoidable, the machines have rtot been commissioned 
for over two years.rendering unfruitfulthe investment of Rs L 19 crore on their 
import . 

. The matter was referred to the Ministry in July 2002; their reply was awaited 
as of February 2003. · 

Installation of incorrect Reheat Fuell Contrnl Units in two aern
engines on acc:ouint of negligence on the part of an Operating Wing 

1 of the. Air Force resulted illll their being damaged and consequential 
avoidable. expenditlll!re of Rs 1.88 crore on their repair~. 

. . . . . 

'Two.variants.ofthe Adour aero-engines(MK 811 and MK 804E) ~re instal,led 
' in the Jaguar aircraft of the Air Force.. Each. of these .engines have different 
· Reheat Fuel Control Units . with distinct . part ·numbers and .. different fuel 
schedules and calibration values .. These units are not inter-changeable. 
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One of the Operating Wings ofjtlie Air Force had been provided with Jaguar 
aircraft fitted only with the M:K 8111 variant of the Adour engines. In August 
2000, the MK 811 variant of tHe engine installed in one of these aircraft 
overheated and had to be withd~awn. Its strip examination by Hindustan 
Aeronautics Limited revealed th,~t the overheating was attributable to the 
Operating Wing erroneously inst~lling the· Reheat Fuel Control Unit of the 
MK 804E variant in this eng:i.ne. !Hindustan Aeronautics Limited brought this 
mistake to the notice of the Operating Wing on 13 September 2000. 

I 
Though the Wing had been specifically notified of the mistake, another MK 
811 variant of the engine installbd in another of its aircraft also had to be 
withdrawn on 3 October 2000 he~ause of extensive damage. Investigation by 
Hindustan Aeronautics Limited ih November 2000 revealed that the Reheat 
Fuel Control Unit ~f the MK 804E variant had been wrongly installed in this 
engine as well. 

Both the engines were repaired I and overhauled by Hindustan Aeronautics 
L:i.mited at a total cost of Rs. 1.88 crore. 

A Court of Inquiry convened fo inquire into the second incident of 3 October 
2000 had noted in its proceeding~ that the Junior Warrant Officer in charge of 
the Engine Bay had, in fact, donfirmed on 27. September 2000 that the 
appropriate Reheat Fuel Control JU nits had been installed in· all the engines. 
Based o.n the findings of this qo~rt of Inquiry, the Chief of Air Staff ordered 
disciplinary action against three Service personnel held by the Court to have 
been responsible for the lapse; 

The foUowing will be of relevance in this context: 

l> Following the August loo incident of engine damage, the· Air 
I 

Headquarters had instructed the Central Air Command and the 
Operating ·Wing concemdd in November 2000 to convene a Court of 
Inquiry .into this inciid~~t. Though a reminder was also issued in 
October 2001, the Court oflnquiry was not conducted. 

I 

~ The Air Force L:i.aison I Establishment which was responsible for 
issuing the Reheat Fuel .Control Unit was also aware that the Operating 
Wing concerned had beJn provided with Jaguar aircraft fitted only 

I - -

23 



! Report ivo.7 o/2003 (Air Force and Navy) 

.with the MK 811 variant of the Adour engines, In the circumstances, it 
should not have issued the Reheat Fuel Control Units of the MK 804E 
variant against the demand raised by the Wing. 

);- The Court of Inquiry into . the October 2000 incident had also 
'established that the part number of the . Reheat. Fuel Control Unit 
correctly mentioned .initially in the relevant demand was subsequently 
amended to correspond to the part number of the Reheat Fuel Control 
Unit relating to the MK 804E variant and that this amendment was not 
authenticated by the competent authority. The. Air Force ·Liaison 
Establishment, however, failed to notice the discrepancy between t.he 

. part number of the Reheat Fuel Control Unit and the Rotable installed 
in the aircraft and the fact that the amendment to the demand.had not 
been authenticated, as prescribed. 

» Notwithstanding the fact that the Air ForceLiaison Establishment had 
. also been prima facie negligent, the Court of Inquiry did not appear to 
have examined this aspect with a view to determining responsibility for . 
the lapses on its part. 

};> The Operating Wing should have also immediately returned the. wrong 
Reheat Fuel Control Units made available by the Air Force Liaison 

. Establishment. This was not done. 

Apart from the avoidable expenditure of Rs 1.88 crore incurred on repairs to 
and overhaul of the damaged engines, the lapses that .occurred in these cases 

, could have had more serious and grave consequences on· the safety of the 
~ aircraft and crew. 

The matter was referred to the Ministry in June 2002; their reply was awaited 
as of February 2003. 
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Works Services 

15 Delay in construction of Blast Pens 

On account of changes in concept and scope from time to time, 
which were prima facie indicative of deficiencies in planning and 
lack of clarity in regard to operational requirements, Blast Pens for 
housing frontline aircraft in a forward operational base were yet to 
be constructed even after more than a decade, resulting in the base 
being deprived of an essential operational facility and the frontline 
aircraft being parked only in the open, exposed to vagaries of 
weather, apart from their safety being severely compromised. 
Besides, stores valued at Rs 49.20 lakh procured for the purpose 
also continued to be held in stock unutilised. 

As early as in 1987, an essential and inescapable necessity was felt by the Air 
Force for construction of seven over the ground Blast Pens at a forward 
operating base at Station 'A' to house modem aircraft that were to be stationed 
at the base to meet operational and peace time training requirements. The 
Ministry sanctioned the construction of these Blast Pens in July 1992 at an 
estimated cost of Rs 4.81 crore. 

The related contract was concluded in February 1994 and construction of the 
Blast Pens was scheduled to be completed by December 1995. However, in 
July 1994, the Air Officer Commanding-in-Chief, Western Air Command, 
directed the engineers to construct the Blast Pens semi-underground instead of 
those to be constructed over the ground in terms of the Ministry's sanction. A 
Board of Officers convened for the purpose in December 1994 recommended 
construction of four semi-underground Blast Pens at an estimated cost of 
Rs 3.43 crore. In view of the fact that this involved a major change in scope 
and design and the revision of the earlier estimates, the contract for the 
construction of the over the ground Blast Pens was foreclosed and cancelled in 
March 1995. Expenditure amounting to Rs 58.38 lakh had been incurred till 
then on soil testing procurement of stores, establishment charges, etc., of 
which expenditure of Rs 49.20 lakh represented the value of stores procured, 
which could not be incorporated in the work. 
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· While the recommendations of the Board of Officers were sent for approval of 
the Air Headquarters in April 1997 and the necessary approval to the proposed 

·.change in the scope of the work was yet to be approved, the Western Air 
Command Headquarters directed the Air Force Station, in May 1998, to 

·convene yet another Board of Officers to consider the provi~ion of two. 
i double-entry over the ground Blast Pens in lieu of .the seven over the ground 
: ones sanctioned by the Ministry in July 1992 and the four semi-underground 
• ones proposed subsequently in April 1997 to accommodate a newly-inducted 
froritline aircraft. The P!Oceedings of the ~oard of Officers, assembled in May 

. 2000, had not, however, been completed even as of June 2002 becau&e of the 
: non-availability of sufficient Defence land in the vicinity of the taxi track. In 
'the cfrcumstances, the revised design .to provide for double~entry Blast Pens 
had also not been finalised. 

•The substantial changes in scope and• the concept itself notwithstanding, the 
'MinistrY did not appear to have· been kept informed of various developments 
since the construction of the over the ground Blast Pens was sanctioned 
·initially in July 1992. 

: That the Blast Pens considered an essential and inescapable necessity as early 
as in 1987 are yet to be constructed even after m.)re than a decade and that the 
concept itself was changed from time to time necessitating changes in scope 
arid ·revision of the design and estimates are prima facie indicative of 
deficiencies in the planning process and lack of clarity in regard to operational 
: requirements. This has resulted in a forward base being deprived of an 
essential operational facility. In the absence of Blast Pens, the frontline 
. aircraft~ the contract for the acquisition of which was concluded in November 
1996 itself and which have already been inducted in the Air Force, continue to · 

·be parked at the base only in the open, exposed to vagaries of weather, apart 
·from their safety being severely compromised in the event of raids by enemy 
aircraft. Besides, the stores valued at. Rs 49.20 lakh procured in connection 
with the construction of the seven over the ground Blast Pens also continued 
to be held in stock unutilised. 

. . . 

·The niatter was referred to the Ministry in July 2002; their reply was awaited 
as of February 2003. 
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][Illladeq[mlill:e scJrURll:nllli.y l!J)f cfaiims JPlll"tefoll"Il"edl by JBiumllusfarrn AernllllaiiJill:nc~ 
.lJLftmftll:edl wesURill:edl nllll l!J)Vtel!"-p~ymellllll: l!J)Jf Rs 3.«])7- crnl!"e~ wllnftclln ·w:ali 

Jl"teCl!J)VteJl"eidl~ atfollllg wntlhl IlJillll:eJl"~Sll: l!J)J[ Rs ([]).8JI. CJ!"l[])Jl"te~ alt ll:llne ftnnsll:atnnce l!J)jf 

Amdlftll:. · .• / 

· The Deputy Controller of DefenL Accounts, Hindustan Aeronautics Limited, 
Bangalore, is responsible for J making payments to the ·Company after 
verification of the bills submitted by it in respect of services rendered to the 
Air Force. · 

In September 1999, the Company submitted invoices for an aggregate amount 
of Rs 3.07 crore on account o{e:Xpenditure incurred on the development of the 
Advanced Light Helicopter durihg the period from July to September 1999. 
This was adjusted by the Depu~ · ControUer :i.n December 1999 against the 
advance already paid for the proj¢ct. . -

ill December 1999, the Company submitted another set of invoices for 
Rs 2.06 c'rore relating to the Hdlicopter project. Though these invoices· also 
pertained to the period from Jtlly to September 1999, claims in respect of. 
which had been settled by adju~tment, they were nevertheless accepted .and 
adjusted against the advance in Rebruary 2000. 

Scrutiny by Audit in July 2001 revealed that the second set of invoices for 
Rs 2.06 crores had, in fact, been presented by Hindustan Aeronautics Limited 
in substitution of the eadier set bf invoices for Rs 3.07 crore after adjusting a 
credit of Rs 1.01 crore which had not been taken into account earlier. This 

. . I 

resulted in an amount of Rs 3.07 crore being erroneously adjusted in excess. 
against the advance, artributabl~ primarily to the inadequate scrutiny of the 
1 . I 

c aims. I 
I 

27 



Report No. 7of2003 (Air Force aml Navy) 

'.On the mistake being pointed out in audit, the Deputy Controller recovered 
Rs 2.06 crore in December 2001 and the balance amount of Rs 1.01 crore, 
along with interest of Rs 0.81 crore, in June 2002. 

Accepting the facts, the Ministry stated (December 2002) that the matter was 
being examined and that action would be taken thereafter to fix responsibility 
·for the· lapse. 
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Il!llvest!1111lents aggrregarrR!rng fo Rs 9.27 crnre notwntl:lhlst~upiding amll eveim 
aftl:err lll!1lOire tl:lbtaJill a decade siin~e a Sonobruioy Pmcessnllllg an1H!ll Crnmtl:rnll 
System co!rllsiidierred essentfaR forr tllne JPlrrocessnnng of d[31fa l!"efatil!llg to 

. I 

S1ll!lb>m~lll"IlllneS W31S finndfigerrn01ll!S]y devefo]pled! Illlll Jm11e 1989~ itl:s eJffRcacy 
I . 

aimdl acceptabmty for tl:lbl.ie j intemlled! pmrpose was yet to lbie 
condm~iveHy establllsll:neidl tl:«JJ fadlitl:ate nssue of tllne Blllllk Prml!Ui!dimu 

I . 
Clleairannce and commeHnceme

1

nt of regudar prt1>idlm~tl:fo)ll tl:o meet the 
Nary~s projected operatl:foJID.ail [ll"eGJUl!Illl"ememitl:s. 

I 
In March 1984, the Ministry ;of Defence. sanctioned a project for the 
indigenous development of a Sonobuoy Processing and Control System 
con~idered essential for the proce~sing of data relating to submarines detected 
by the· sonobuoys dropped from aµ.craft. The development was entrusted to the 
Naval Physical and Oceanographic Laboratory, Kochi. The Electronics 
Corporation of India Limited (ECIL), Hyderabad, was designated as the 

· agency for production of the j system on successful completion of the 
development effort. ! 

I 

The Naval Laboratory successfully completed the development of the system 
in June 1989 at a cost of Rs.1.98 trore. Though the System was intended tO be 

• I • 

designed for installation in the Dbmier-228 aircraft and KA-28 helicopters in 
the Air Arm of the Navy, the deyelopment by the Laboratory was primarily 
based on the sonic sensor system installed in the MK 42B variant of the 

· Seaking helicopters in the Navy. iThe system was also then tested only on the 
other variants of this helicopter that did not have the sensors. The 

. I 

compatibility of the System with the avionics installed in 'the Domier-228 
aircraft and KA-28 helicopters wJs, however, not tested and established then. 

, . I . 
I ., 
! . . . 

Following subsequent trials on tj:ie Domier-228 aircraft which, according to 
the Naval Headquarters were sucbessfully completed during 1994, a proposal 
for procurement of the Systems ~as initiated by them thereafter. 

I 
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~n December 1995, the Ministry accorded sanction for procurement of eight of 
the Systems developed by the Naval Laboratory, along with five multi-channel 
data recorders, and their integration on board three Domier-228 aircraft an.d 
five KA-28 helicopters from ECIL at a total cost of Rs 10.11 crore. The order 
placed on the Company, also in December 1995, envisaged the delivery ofthe 
first two. Systems by March 1997 for evaluation and trials, supply of the 
remaining Systems being completed within a period of two years of issue of 

. the Bulk Production Clearance at the rate of three Systems per year. 

Pending delivery of the two prototypes by ECIL, the Ministry also sanctioned, 
in June· 1996, installation of the System on ·board five Dornier-228 aircraft by 
Hindustan Aeronautics Limited. Though a formal contract for the purpose had 
not been concluded by then, and this was done only in July 1998, an advance 
of Rs 42 lakh was paid to the Company in December 1996 itself.. 

Further, the five multi~channel data recorders required for use in conjunction , -
with the System were also procured in November 1997 from a firm in the : 
United Kingdom (Accutrol) at a cost of Rs 67 lakh. 

The Nary projected the requirement of modification kits necessary to ensure. 
compatibility between the System and the avionics installed in the aircraft and 
helicopters only in April 1998 and the related order was placed on ECIL 
nearly a year later in March 1999. 

ECIL delivered the two prototypes only in July 1998 and March 1999. 
However, the System. installed initially on board the Domier-228 aircraft was 
found to have shortcomings during successive flight trials conducted between 
~ay 2000 and November 2001. Payments aggregating to Rs 6.20 crore had 
been made to the Company till then. · 

Pending satisfactory resolution of the problems that had arisen during the 
~ight trill;ls of the Domier-228 aircraft', arid completion of similar trials after 
installation of the System on board the KA-28 helic0pters, and.on account of• 
the delays that had occurred at various stages, the efficacy and acceptability of 
the System for the intended purpose was yet to be conclusively established 
even as of July 2002 to facilitate issue of the Bulk Production Clearance and 
~ommencement of manufacture of the remaining six Systems by ECIL to meef 
the Navy's projected operational requirements notwithstanding investments 
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aggregating to Rs 9.27 crore1 
;1 li'he anticipated submarine detection capability 

had also not been realised. Besi~es, the five data recorders, the capabilities of 
which were to be proved in fuJ final phase of the· flight trialS were held in 
stock., unutilised, in a Depot. 

The Ministry stated (November 2.002) that the shortcomings in the System had 
been progressively resolved, th~t its performance had since been proved on 

1 . . 

·board the KA-28 helicopters an'.d that final trials on the Dornier-228 aircraft 
·were also scheduled in the nekr future. The Ministry added that the data 

·. . I . . . 

recorders were procured because these were required for proving the System 
during trials. · · 

Inn viil!llfall:iil!llrrn l!li:lf accepll:edl 1l:ie!lll~e1rnrrng JpnrnciedlunJres? tllne Nav:aiil DilliclkyaJrdl 
a1l: Mllllmlb:aiii awa!l"dlerll :ai c([mtr:md Jrellall:iillll.g to 1l:llne Jrefnll: @:If :ai N :aiv:aill sllniiJ!ll 
tl!li a fnll'm. wllnklm was evftfillenntRy lllll!llll: 1l:lllle Ililliw.ies1l: temllell"ell' alllldl ievel!Il wlblelll 
ii1l:s l!llifJfell" w2s I!Ilo1l: Cl!J)mpllie1l:e I ii.I!Il allll JresJ!llec1l:s? wllnklln w:ais prima /(//,de 
fumdlk:aill:nvie illiif 2 bii:ais HI!Il iill:s fatmu. Ilill 1l:Jlne 1resllllll1l: :aimll linil rnfatiil!JIIIIl 1l:l!ll 1l:Jlnie 
fowest illiiffeJr? tllne IDl!liclkyaudl.! allsl!li RI!IlCUl!lt"ll"edl :atl!Il es1l:iim:ai1l:edl adlidlii1l:iiol!Il:atll 
exJ!llemilftttIDure l!li:lf Rs :ll..42 crn:Jr~ wlhliiclln was avoiidl:ailbllle. 

A Naval ship (INS lfdaygiri) Jas due for refit in June 2000. Because of the 
age of the ship, it was anti.cipatdd that the quantum of work involved would be 
more than normal. After taltjng into account the excess refit load on its own 
facil~ties, the Naval Dockya~~·I Mumbai, decided to partiaUy offload w_orks 
relating to the refit of the sfol? (renewal of the huU, replacement of pipes, 
refitting of valves, etc.) to an o~tside agency. It was also estimated that these 
works, comprising the huU work package, would necessitate dry-docking of 

.-.. the ship for 80 days, which c~nstituted an integral part of underwater huU 
repairs. 

In April 2000, the Dockyard in~ited budgetary quotations from three shipyards 
(Mazagon ·Dock Limited, Muibai; ABG Shipyard Limited, Mumbai; and 

1 lD>eveilopmerrml: experrndlli11:umre: :Rs ll.98 tC!l"Oll"e; lPaymerrn11:s 11:0 JECillL: :Rs 6.W Cll"Oll"e; 
' I j • • 

pll"OCU1111"emerrn11: oft" dla11:a l!"ecoll"l{!ls:· :Rs l[).67 Cll"Oll"e; am!l. aiallvarrnce paymerrn11: 11:0 ]8[i.m!lU11s11:airrn 
Aell"orrnmllil11:i.cs lLi.mi.11:edl: Rs 1().42 crn,e. 
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t:ochin Shipyard Limited, Kochi) and a Mumbai , firm of engineers, ship 
repairers 'and marine contractors (Homa Engineering Works). Apart from 
mentioning that dry docking for 80 days will be· required for executing the 
hull-work package, the Notice Illviting Quotations also stipulated that the 
quotations should (i) include charges for all services that will be provided to 
tpe ship quring its stay in the shipyard; and (ii) clearly indicate the dry docks 
slot that would be provided. . . . . 

In response to the Notice, Cochin Shipyard Limited declined to submit their 
offer on account of other prior commitments. The quotations submitted by the · 
~ther three agencies were as foUows: 

I '! 

Homa Engineering Works had also mentioned that they did not have a slOt 
I " . 

reserved in the dry docking facilities of Mumbai Port Trust and they could 
carry out the work only in the dry dock of Mazagon Dock Limited or of the 
Naval Dockyard. 

Though ilie composite, all-iilclusive offer of ABG Shipyard Limited was the 
ldwest, it was rejected on the ground that the refit could only be carried out at 
Mumbai and not at its yard at Surat as proposed by the Shipyard. 
Notwithstanding the fact the offer of Homa engineering Works did not 
conform to the Notice Inviting Quotations in as much as the firm did not ,_ 
~dicate the charges for dry docking of the ship, negotiations were held with 
ilie firin, leading to .the Dockyard awarding the contract for the hull-work 
package tO it in August 2000 at a cost of Rs 1.43 crore; 

Homa Engineering Works not having made arrangements for dry docking the 
ship, and ,though the Dockyard themselyes had estimated that the. ship will 
rn~ed to be dry docked for 80 days for carrying out the underwater works, the 

32 



Report No; 7 ofW03 (AiD' Fmrce aml Navy) 

Dockyard entert;:d into a contract with Mumbai Port Trust in June 2000 
initially only for a period of 21 j days for the use of its dry docking facilities: 
The ship was, however, dry docked for a period of 86 days from 2 August to 
26 -October 2000. In_ -January 1200 l, the Dockyard paid to the -Port Trust -
Rs 90.51 lakh as dry docking charges, which included_ an amount of 
Rs 40.96 lak4 as penalty for extension beyond the initial periodl of 21 days. 

Homa Engineering Works wasl also paid -a total amount of Rs 1.77 crore 
between August 2000 and -M~rch 2001, after taking into_ account certain 
additional hull work entrusted Ito the firm in February 2001 at a cost of 

Rs0.~5c~ore. _ - . I. _ __ __ - ·-
Exammahon of the case by Au(ht revealed that the award of the contract to 
Homa Engineering works was q4estionable in view of the following: 

- I 

-_ ~ ff the intention was to have the hull work carried out only at Mumbai, 
based on which the :1dw~st all-inclusive offer of ABG ._Shipyard 
Limited was rejected, it !was not necessary to have issued the Notice 

.Inviting Quotations to C~chin Shipyard Limited which has its facilities 
only at Kochi. The Doclfyard would also presumably have been aware 
that, though ABG Ship~ard had its offices in Mumbai, its yard was 
located m Surat. 

)> The_ Dockyard should _ alJo have been aware that being only a firm of 
engineers, ship repairers! and marine contractors, Homa Engineering 
Works did not have its olvn dockyard facilities. In fact, the firm itself 
had clearly indicated tha~ it could carry out the work only in the dry 
dock ofMazagon Dock rjimited or of the Naval Dockyard. 

)> The decision to offload !the hull-work. package to- an outside agency 
itself was arrived at onlf because the. Dockyard's own refit facilities. 
were overloaded. Bes:i.dds, it is doubtful if the firm's intention to carry 

- out the work in the dry ldock of Mazagon Dock Limited, one of the 
competitors, would, in ftct, have materialised. bi the circumstances, 
the Dockyard ought not1 to have taken cognisance of what was, in 
effec4 only a conditionat·er. . . 

)> Smee the firm had not u~d1cated the dry dockmg ~barges payable and 
- its offer consequently di4 not conform to the stipulations in the Notice 
Inviting Quotations, its ltender should have been rejected outright, 
treating it as an invalid one, m accordance with wen-recognised 

- I -

tendering procedures. I . · . 
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~ The decision to hold negotiations with the firm also violated the 
guidelines of the Central Vigilance Coinmission issued in November 
· 1993 prohibiting negotiations with other than the lowest tenderers. 

~ Even assuming that rejection of the lowest offer of ABG Shipyard 
Limited was justified, the logical course would have been to consider 
the next higher offer of Mazagon Dock Limited, which was also in 
conformity with the tender stipulations. Instead of doing so, the 
incomplete offer of Homa Engineering Works was treated as being 
lower by comparing only the charges in respect of the hull-work 
package without· loading the incidence of the dockyard charges, as it 
ought to have been done to facilitate a proper evaluation of the two 
offers. 

By awarding the contract, in violation of acceptc;!d procedures, to Homa 
Engineering Works which was evidently not the lowest tenderer, the Dockyard 
incurred an aggregate expenditure of Rs 2.68 crore on partially offloading the 
refit, inclusive of the amount of Rs 0.35 crore in respect of the additional 
works entrusted to the firm in February 2001. On the other hand, its liability 
;would have been only Rs 1.26 crore had the lowest offer of ABG Shipyard 
Limited been ·accepted,· assuming that it would · also have executed the 
additional works at the same cost and after taking ihto account the estimated 
expenditure of Rs 0.07 crore in respect of an item for which it had not quoted. 
This resultant saving would have been Rs 1.42 crore. However, had the 
second lowest offer of Mazagon Dock Limited been accepted, the liability of 
the Dockyard would have been restricted tp Rs 2.29 crore only, based on a 
similar assumption and after taking into account the estimated expenditure of 
Rs 1.23 lakh in respect of two items for which the Company had not quoted. 

1fhe matter was referred to the Ministry in July 2002. While their reply was 
awaited as of February 2003, the Naval Dockyard stated (September 2002) as 
follows: 

"' Quotations were also invited' from the two out-station firms (ABG 
Shipyards Limited and Cochin: Shipyard Limited) with the aim of 
securing more competitive offers. Though the former was . asked to 
undertake the work at.Mumbai, it expressed its inability to do so within 
the prescribed time-frame. It was only thereafter that negotiations 
were held with Homa Engineering Works. 

34 



Repmrt No. 7 of 2003 (AiD' Force (]Jl!UllNmiy) 

~ H was not uncommon for non-Mumbai firms to undertake refit work at 
the Na val Dockyard .. 

1;;J The decision to de-link the dry docking from the scope of the offloaded 
. work was taken considerkng the avail<i9ility of a slot in the Naval 

. D9ckyard. itself at _the tj~e of negotia~ions.. The dry docking ch~rges 
were therefore omitted a~d the quotations II). respect of the tepaIIs to 
the hull alone were compared and the quotation of }Joma Engineering 
Works was considered to ~btain the best price advantage. . 

El ·If was ·decided to dock the ship in Mumbai Port Trust only for 21 days 
in order to· undertake essbntiar repairs so that further repairs and the 
routine engineering an:d I electrical package of the refit could be 
commenced' by the D?cfJ7ard while . the ·ship was ~ocked · in . the 
Dockyard's own dry do'cK. to complete the balance repairs to the hull. 
.However, no sfot was Jvailable in the· Dockyard because of the 
emergency docK.ing of opbrational ships during the period in question, 
as a resu!t ?f ':"hich there ras_ no .option bu't to continue with the :vork 
on the ship m the Mumbai Port Trust only and the operational 
requirements could not l>e foreseen. 

El . The payment to the Mumoai Port Trust was necessary and unavoidable 
in the circumstances. 

The foUowingwill, however, be ofrelevance with reference to the reply of the · 
Dockyard: 

•:• The argument that quotations were invited from the two out-station 
. • . I ., 

firms with the objective of securing more competitive offers would not 
appear to be rational becahse. the· cost of refit at different locations win 

. . I . . . . 

obviously vary rendering rlifficultany meaningful comparison. . 

0: 0 If the intention was to oblill competitive offers while getting the work 
carried out only· at Mµrftbai, this requirement ought to have ·been 
specificaHy stipulated ih the Notice Inviting Quotations; This was, 
however, not cllone. 
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•!• The correct course of action in the circumstances would have been to 
provide an equal opportunity to all the tenderers to reconsider their 
offers instead of rejecting the lowest offer on the somewhat tenuous 
ground that the finn proposed to carry out the work at Surat. Jn any 
case, Mazagon Dock L imited, the second lowest tenderer that had 
complied with the stipulations in the Notice Inviting Quotations, would 
have executed the work only at Mumbai, and there would have been no 
necessity to utilise the facilities of Mumbai Port Trust, involving 
considerable additional expenditure. 

•!• The contention that the decision to de-link the dry docking from the 
scope of the offloaded work was taken considering the availability of a 
slot in the Naval Dockyard itself at the time of negotiations would not 
also appear to be borne out by facts . Even as early as in May 2000, the 
Dockyard was aware that as against its capacity of 340 matrix units 1, 

the already committed refit load (which in fact was the primary reason 
for entrusting the hull-work package to an outside agency) was 570 
matrix units. Besides, being a functional dock of the Navy, unforeseen 
operational requi rements would always arise placing further pressure 
on the docking facilities. If as stated, this factor influenced the 
decision, there would have been no need to approach the Mumbai Port 
Trust for the use of its dry docking faci lities. 

•!• In any case, after having specifically stipulated that the dry docking 
would have to be provided by the bidders, the Dockyard arranging this 
with the Port Trust and accepting additional liabilities on this account 
would appear prime facie to have been unjusti fied. 

It will be fairly evident from the foregoing that the tender process itself had 
been vitiated in this case. The prima facie conclusion that emerges is that the 
entire process was biased ab initio in favour of Homa Engineering Works, 
undue favours had been shown to the finn to the detriment of Government's 
financia l interests and that the additiona l expenditure incurred in the process 
was entirely avoidable. 

1 1 matrix unit equals 3,000 man days 
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. . . . I 

OJJR accepfaJ!R.ce ([J)f audii.t · , obse!l"V:aitl:foims~ er1rnneous paymeim!l:s 
aggrn~a!l:illllglt((Ji.~~ 8.97 c~oire fmltlhl.iree cases were eitb.etrecoveired .«Jlr 
::were lll!ll. tthe pirncess ([J)f biemg rec~veired. .· ·• .. ·· .· . · ...... . 

: • .· . ··.... . . I . . . ·. . . . 
(a) ...• The.Naval Headquarters concluded a con.tract with Goa Ship Y~rd 

·. ·Limited ·in·. January. 1996 ·for the bonstruction of two hydro graphic survey 
vessels at a fixed price of Rs 197 .:66 crore. According to the contract, the. 
shipyard was to be paid in five stages. . . . . 

fo Jaimafy/March 1998, .the shipy~r~ claimed an amount ofRs.U.08 croreon 
account of the"interestlostbecaus~ 6f the stage payments being delayed by the' 

,. I , . 

Navy; While the claim was stilltope·settled, Audit pointed out in December 
1998 that the contract dicl..•hotcontainany provisfonfor payment.of interest. 

... , . . ·. . I . . . 
Nevertheless, the Naval Headquarters informed the Controller of Defence 

. ·• :Ac~ourits (Navy), that the Ministry :ofDef~ilce had. acce~ted the admissibility 
. of mterest at 14per cent per annum on bills pendmg with the CDA (Navy), 

· payments· of. which had . been del~ye?. beyond 30 cl.ays. Accordingly, the 
C~ntroUer of De~ence · A~counts plovlSlonaUy. released Rs 8.32 crore to the 
shipyard towards mterest mMarc~ ] 999: · ·. · · · .. · · ·.· .·. 

On furth~r"pursuance by Audit; and in the absence of a·fonnal sanction for the 
. payment from the Ministry, the Coqtroller of Defence Accounts recovered the 

amountfrom the shipyard in March 2002. 
•i ,. 

The Ministry accepted the facts in, February 2003. 

(b) Ma:zagon Dock Limited, Mumbai, had built three frigates under a 
contract concluded in November: 1992. fa addition to payments due on this 
account, the Shipyard· also preferre:d claims aggregating to Rs 31.62 lakh oh 
.account offoocll·supplied to Navalpersonnel on board the first frigate during 

. ·sea trials conducted between AugUsH 997 and March 1998. The· Controller of 
Defence Accounts•(Navy), Mum~ai; .made payffientS against·:these claims 
between October 1997 and March 1998:· 
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There was, however, no provision in the relevant contract for ,any payment on 
this ~ccount. Further, the Naval personnel were also entitled to free rations 
which had already been received by them. On this being pointed out in audit in 
October 1998, the Controller of Defence· Accounts (Navy) recovered the 
erron~ous payments of Rs 31.62 lakh from the shtpyard inJanu~ry 2002. 

- ' ' - - . 

The ~aval Headquarters also disallowed further payments on this account in 
respect of the remaining two frigates delivered by the Shipyard. · 

The :ri}atter was referred to the Ministry in June 2002; their reply was awaited 
as of February 2003 .. 

(c) In September 1995, the Ministry issued orders revising the pay scales 
of those Draughtsmen in Defence Establishments . whose recruitment 
condilions . and qualifications were similar to Draughtsmen ·in the Central 
Publi6 Works Department Based on these orders, the Naval Hydrographic 
Office, Dehradun,. revised,. in. November: J995, the pay scales. of. its 
Draughtsmen. retrospt:ctively ·from , May 1982 ·and au.thorised .payment of 
arrears. 

i "· A~dit scrutiny of the pay fixation: cases reveale~ that the revised pay scales 
were not applicable to the Draughtsmen of the Naval Hydrographic Office, 
because, ·they did not fulfill the. c.onditions stipulated in the Ministry's orders 
of September 1995. Though the Office was requested by Audit in August 1997 
to recover the overpayments on this account, this was not done. Instead, the 
office, continued to pay the Draughtsmen on the basis of the revised scales. 

On a specific reference from Audit, the Ministry clarified in December 2001 
that the orders of September 1995 were not applicable to the Draughtsmen of 
the Naval Hydro graphic Office, following which overpayments aggregating to 
Rs 33' lakh were being recovered in installments by the Controller of Defence 
Accounts (Navy). · , · 

r • , I: . . . . . . . - . . . 

' A easy filed by the aggrieved Draughtsmen before the Cenq:al Administrative 
1 Tribunal for reversal of the recovery order, was al'so dismissed by the Tribunal 

in November 2002. · 
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20 Saving effected at the instance of Audit 

A proposal for fabrication of pontoons was shelved on Audit 
pointing out that the necessity therefor had ceased to exist, resulting 
in saving of Rs 46.90 lakh. 

In June 2000, Western Naval Command Headquarters sanctioned construction 
of an alternative landing/boarding point for ships, boats and ferry craft at the 
Naval Dockyard, Mumbai, at an estimated cost of Rs 72.33 lakh in connection 
with the International Fleet Review scheduled in February 2001. The 
sanction, inter alia, included fabrication of two pontoons at a cost of 
Rs 46.90 lakh. 

Though the major civil works, the contract in respect of which was concluded 
in November 2000, were completed in time for the Fleet Review, the 
fabrication of the pontoons was delayed in the absence of the necessary 
drawings. The Director General Naval Projects, therefore, decided to execute 
the work after the Review. The necessity for fabrication of the pontoons even 
after the completion of the Review was questioned in audit in April 2001, 
when the opening of price bids for pontoons was scheduled. Consequently, the 
Director General issued a reduction statement in January 2002 omitting the 
work relating to pontoons earlier sanctioned at a cost of Rs 46.90 lakh. Saving 
of Rs 46.90 lakh was thus effected at the instance of Audit. 

The Ministry accepted the facts in December 2002. 
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CHAPTER V :RESEARCH AND DEVELOPMENT 
ORGANISATION 

21 Delay in installation of an underwater Opdcal Imaging 
System 

An underwater Optical Imaging System procured in the year 1992 
for installation on board a Marine Acoustic Research Ship so as to 
enhance the capabilities of the Naval Physical and Oceanographic 
Laboratory for the collection and study of data from the sea bed 
bad not been installed and commissioned even after a decade, 
though the ship itself was commissioned in July 1994, thereby 
defeating the objective of its procurement and compromising the 
Laboratory's research activities, besides rendering an investment of 
Rs 0.78 crore largely unproductive. 

The Naval Physical and Oceanographic Laboratory, Kochi, a unit of the 
Defence Research and Development Organisation, is engaged, inter alia, in 
the collection and study of data from the sea bed. It had been doing so using 
the acoustic imaging method with the help of equipment such as Side Scan 
Sonar, Echo Sounders, Magnetometers, Sub-bottom Profilers, etc. In order to 
strengthen the ocean data base, the Laboratory concluded an agreement with 
Garden Reach Shipbuilders and Engineers Limited (GRSE) in March 1988 for 
building a Marine Acoustic Research Ship (christened ' fNS Sagardhwani') at 
a cost of Rs 80 crore. In consideration of the fact that the acoustic imaging 
method was not a complete alternative to the generation of optical images 
using underwater cameras linked to a closed-circuit television system and that 
the acoustic imaging catered only marginally to the requirements of the 
Laboratory's research programmes, the agreement with GRSE also included 
provision for installation of an underwater imaging system with accessories 
based on the optical imaging method, which was to be procured and installed 
outside the ambit of the main shipbuilding contract. 

Accordingly, GRSE placed a purchase order, in March 1991, for the supply of 
an underwater optical imaging system, along with accessories, spares and 
documentation, on a Danish Firm (McCartney NS, Denmark) at a cost of 
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Danish ~o~ers (DKK) 1;600,0?P. equiv_a:lent to_ R~ 0._84 cror:. The firm was 
also to provide the necessary trajmg and commiss10mng services . 

. The supplier· firm despatche~ jtlie ··System in. July 1992. Though J:N"S · 
Saga~dhwani was. co:i:ninissio~e9 irr July_.19.94 and the Imaging· System was 
also mstaUed on board the ship concurrently, the mandat01yHarbour and Sea 
Acceptance Trials were carried Jut only in April 1995. During the trials, the 
Power Control Unit of the -!m~ging System .failed and was found· to .. be 
def~ctive_. · _The_ defective subrsyste_m was ~etumed to the. supplier _for. 
rectification m November 1995 under msurance cover. ·· · · · ·. I . .. 

The sub.,system suffered damagds in transit and: the insurers .concerned agreed 
to reimburse the cost of the re~airs necessitated by the transit damage only 

· partially~ The supplier firm ther~fore desired that GRSE should reimburse the 
·. differenc.e in the cost of tl{ese repairs (DKK 90,000 equivalt;mt to 

Rs 5.33 lakh). Since GRSE declihecl. to accept the liability On this account; the 
Laboratory agreed, in Decernb~r 1997, to accept this liability and to reimburse 
the amountto GRSE. · 

··. . I . . 
The defective Power· ControJ ·Unit. was dispatched by the supplier, after 
rectification, in -~ecember 1999.1 The System could ~ot, however, be ins~lle4 
on board the ship· even thereafter, because, the supplier demanded an amount 
of Rs 3.32 lakh as iristallatioh charges, representing the· expenditure. on 
deputing one of its service engi~eers for the purpose. Though the agreement 
with GR.SE also included prov~sion for installation, the Indian shipbuilders 
refused to accept responsibility ~or the payrn..entonthe grqundthat the.Da:1.1ish 
supplier was .not agreeable to install the System, free of cost. The Laboratory, 
therefore, agreed to pay this aihount as well, in the interest of the project. 
However, the .Danish Supplier ~ubsequently demanded a further payment of 
Rs _L93 la~ on t?is account. j This w~~ _not _acceptable to the ~~boratory, . 
which decided to. mstaU the S)'istem utihsrng its own resources without the 
assistance of the supplier's service engineer. ·INS Sagardhwani was 
commissioned in July 1994. 

The System had not, however, Tueerl. re'"installed on board the ship even as of 
·. September 2002 to enable its' t~sting at sea and commissioning though INS 

Sagardhwani was commissionecl more than eight years earlier in July 1994 . 
. ' I . . . .. 

Payments aggregat:iing to R~ 0; 78 crore had also been reimbursed to GR.SE till 
then towards the cost of its ptoc~rement and in~taUation; which had.not served 
the intended' purpose. The tdboratory's research activities. relating to the. 
collection and· study of data frok the sea bed had also been compromised .in 

·the process. · 
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I . 

I The Ministry of Defence (Defence Research and Development Organisation) 
: stated (October 2002) that the System was made available, after repairs, only 
!inJanuary 2002 and that the non-availability of the Optical Imaging System 
I " . • 

1
had not affected data collection because several other equipment, such as Side 
: Scan Sopar, Echo Sounders, Magnetometers, Sub-bottom Profilers, etc. were 
!being used for explorati9n of the ocean: 
I 

i 

!The reply does not explain the circumstances in which the Systemwas made 
iavailable, after repairs, only in Janqary 2002 when the defective Power 

1

ControLUnit had been dispatched by the Danish supplier in December 1999 
;itself and the reasons for its non-installation even after its receipt. More 
I :' . 
limportarWy, though it has been contended that the absence of the System has 
inot affe<;:ted data collection, the equipment stated to be used for the purpose 
ihave the capability only for acoustic• imaging of _the sea bed, whereas the 
iobjective of procuring the System was to facilitate optical imaging. The. 
!Laboratory had also informed Audit earlier in January 2002 that (i) it was 
!difficult to identify and demarcate many of the features of the sea bed and the 
;objects lying therein without proper equipment; ~ii) acoustic imaging· was 
I, carried out with the Side Scan Sonar ori. board in a few priority areas; and -(iii) 
!the acoustic imaging method was not a complete alternative to an optical 
\image obtained by using an underwater camera. It will, therefore, be evident 
ithat the 1ntended objective has not been realised and: the investment of Rs 0.78 
:crore has remained largely unproductive. 

i'flbte benefits expected by the estab!ishmen1t of a fadlity for the 
:testnirng l[J)f tl[]ll!"]pedloes fin sllllelite.red watelt"s lhlad not accrued even after 
!more t~a111 12 years annd ftnvestments agg1regatnng t«ll Rs 7.96 crore. 
jlts umity had conseq1lllenntlly been very nimit~d and the Laboratory 
1concerl!lled coird!mnrnes fo be dependent on the Navy and foireigim 
:raimges for tllne testing reqlllnrements, whkh W([J)1lllld iirnvoilve Hargeir 
ifnnmmcfal mntfays. 

· iMention:' was made in paragraph 41 of the Report of the Comptroller and 
:Auditor •'' General of Iridia for the . year ended 31 March 1990, Union 
povem~ent (Defence Services - Air Force and· Navy1

) about the delay in 
;establishing a Lake Test Facility for the testing 9f torpedoes in sheltered 
i 

,
1 Report No.9 of ll99ll 
! . 
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-waters, approved in February 1984, by the Naval Science and'Technological 
Laboratory of the Defence Research and Development Organisation. ][n their 
Action Taken Note, the Mimistry h~d stated inter alia that the project would be . 
completedl;by December 1992. · 

. Reviewii:i_audit of the su1J~equent4evelopments revealed the folfo~_lflg;. 

~ .. Though . th~• civil works I cbirnpone~t of ihe , project , was ' compieted 
during 1991; allthe faciliti6s other than· a Boat Repair~Shed arid'jetty 

' . '• -. •' 1 · . . ', • ' • '. ' 

were . handed over to aril()ther Centre of the Defence Research and 
' ' '' '--1 • • ' 

Development Organisatioµ· immediately on' completion. 

' . . ' ' ' • 1 ·• ' . ' '.· 

);>- Construction of a Catamaran Torpedo Launch and Recovery Vessel 
(CTLRV), 9onsidered -esserltial for the launching and recQvery of the 
torpedoes ··contirirted ·to get delayed because -of the i~abHi.ty of the 

. - - I . . . 

. contractor entrusted with the work to execute the contract. H was 
_therefore canceHed and thJ· constiruction Of the Ves~el was stated to 

· - have be~rt completed departlnentaUy. • . . . 
- ... . - . - .- • I .- - . - . - __ - ·- - - . 

);>- Such facilities. as were retained with the Laboratory were ~lso not fully 
utilis~d because of several cbnstraints that hampered successful testing, 
such as fack of. adequate I depth in the. lake, limitations. of range 
resulting from non-availability of adequate Water atea, _ hilly terrain, 
etc~ A prototype tcnpedo of the Laboratory was also Jost during thy 
trials undertaken in the lakeJ -

P:. _ Consequently, 20 ·initial trills of torpedoes ~ere conducted -~ a range 
, I, . . 

abroad, :involving expenditure ·of Rs 2.88 crore. Testing of the 
Advanced Experimental Totpedo {AET} and the Wire Guided Torpedo 

. (WGT) under devefopment] in the Laboratory were also conducted at 
Chennai, Mumbai and Yi

1
sakhapatnam; when two AETs and two 

· WGTs totally co,stirig Rs 7brore were lost _ · -.-
- - ·- . I . . ·- . -· - . 

};»- The projectcould'be completed only in June 1999 at a cost of Rs 7.96 
crore. 

);>- _- In the absenc~ of th_e ne~e~sary and essential :infrastructure facilities, 
such as torpedo preparation! shop, .accommodation for their storage and 
other technical buildings,1 the Laboratory conducted only 16 trials for_ 
proving certain· sub-syst~Js of torpedoes during September-October 
2000, after hiririg accommfdation from the Andhra Pradesh Tourism 
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: Development Corporation and muste:ring support from the parent 
Laboratory at Visakhapatnam. 

~ ,, No trials could be conducted during 2001 because of inadequate water 
·• level in the lake. 

' The primary objective of establishing the torpedo test facility at a lake was to 
' carry but launch and recovery of torpedoes in sheltered waters in a cost-. 

effective manner, without dependence. on the Navy except for user trials arid 
lethality examination studies, When the project was- conceived and approved, 

i it was:'envis~ged thatthe facilify, expected to be established by 1987, would 
, result :in a saving of Rs 7 crore in seven years to cater to an estimated 

minimum 1, 100 torpedo launches. 
. . 

It _will~ however, be evident that the anticipations have been belied and ~e 
expected benefits have not accrued even after the lapse of more than 12 years 
and nqtwithstanding. investments aggregating to Rs 7.96 crore. On account of 
inadequate infrastructure and location constraints,·. the. test facility had been 
only qf very limited utility, necessitating more expensive trials at sea and 
continµed dependence on the Navy and foreign ranges. 

The ¥inistry (Defence Research and Development Organisation) stated 
(October 2002) as follows : 

111 On completion of the civil works in 1991, almost all the civil works 
were handed over to another Centre for higher priority works of the 
Ministry. Their requirement for the Laboratory still existed during 
the trials and alternative arrangements were made from external 
sources. 

" The depth of the lake was a constraint only for a particular trial and . 
cannot be generalised. As :many as 16 proving trials of the sub
systems of the Advanced Experimental Torpedo and 8. trials of 
Processor-based Moored Mines were successfully carried out in the 
lake at a. depth of 40 metres, thereby establishing that the lake was 
suitable for proving of the systems of underwater weapons, which 
was the main aim of the project. 

. ' 
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'" ·While the Lake Test Facility was equipped to support provingtrials 
of. sub-systems in -tlie development phase, on integration of these 
sub-systems in a.torJedo after development, it was· advantageous to 
prove· the system. in :~ test range ~aving addi~~nal features s~ch as 
underwater trackmg imstrumentatlon and positive recovery aids to 
facilitate rec_ovety of a lost- torpedo, which was available only in a 
foreign country. Tuel 20 essential trials were therefore conducted in 
that range, which was an inescapable requirement. 

~ Loss of torpedoes djri~g trials was not an uncommon phenomenon 
in the development1 phase which should not be a deterrent for 
research activities. 

rn The precariously low level of the fake during 2001 was attributable 
-to the general failhre of the monsoon, which was a natural 
. ·- ... - . ·- . - I 
phenomenon that could not be predicted. 

. I 
m The facility had not been abandoned and was being fully utilised for 

trials for proving suTu-systems as and when required and the aim of 
the project had cons9quently been fulfilled though it was delayed due 
to certain factors beyond the control of the Laboratory. 

As mentioned earlier, the pri~ objective of establishing the facility was to 
carry out launch and recovery of torpedoes in sheltered waters in a cost
effective manner, without depbndence on the Navy.It was precisely with this 
objective in view that the app~oval accorded in February 1982 envisaged inter 
alia the provision of facilities for launch and recovery of torpedoes, 
underwater ranging, diving, etb. Admittedly, however, the underwater tracking 
_instrumentation and recovery jaids were not available necessitating testing in 
foreign ranges. It will be pertinent to mention in this context that the original 
proposal envisaged that, apa~ from preventing the loss of developmental 1 

torpedoes during sea trials, the lake facility would also prevent the serious 
impingement on security thatj would arise if indigenously developed weapon 
systems. were to be tested in I foreign ranges, The loss of torpedoes had also 
been considered a serious setback to the development process. 

- ' 

Apart from the testing of sub
1
..:systems, which had been· resorted to only in a 

very restricted manner, the facility was also to be used for the testing of major 
assemblies and production ~odels of torpedoes. This was not achieved. 

I 
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B~sides, ttstin~ of Proc~~sor-pased M,oored :M[~ne~ was . noL on~ of the. 
purposes fl[)r which the facd1ty .was created. As agamst:. l, 100 torpedo launches .. 

. etjvis~ged)~t the facility in a·. time-frame of seven years; only .16 . trials.• for 
· prFv~ng c~~in. sub-s~st~ms were. un~~rtaken by the · liabo:atory :during 2000. 

The mfrastructure ayadable atthe fac1hty, can also be considered only skeletal I. ,,, . ·. , . . . : : . .• ., ... 

~d inadeqµate for reaHs:i.ng the objective~ envisaged, . .· .. • · · · 
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. I APPENIJJ:ll:X] . : 
(Refers to in Paragraph 6) · 

. . . I . . . 

Posiitfon of Actimu Talk.elm Notes oMtStallllding as of December 2002 
.. I . .· 

· Sl. Report No. CJ!unptelt' Pmra IP . 
of the : ertams Brief subject Remulks 

No. and Year ·Report No. to 

ATN pendil!llg foll" more th.aim fi.ve yebrs 
. I 

1. 9·of93 IV 38 Navy Unauthorised provision of FinalATN 
/ residential telephone awaited 

2. 9 of95 II 3 MOD Unauthorised funding of a FinalATN 
pio]~ct · · · awaited 

3. 9 of95 IV 27 Navy Extra payments on power FinalATN 
consumption ~waited 

4. 9 of96 IV 2 MOD Non installation of an .FinalATN 
imported communication awaited 
system ... 

5. 9 of96 IV 21 Navy Delay in operational FinalATN 
deployment of imported awaited 
system 

6. 9 of96 VI 39 DRDO Delay in development-cum- ATNnot .. 
production of a system received 

7. 8 of97 IV 16 Navy S.ubmarine Fleet FinalATN 
awaited 

8: 8 of97 IV 23 Navy. Procurement of Articles. FinalATN 
TEM-3 without cables awaited· .. 

9. 8 of97 v 29 Coast Wasteful investment on FinalA1N 

I 
Guard construction of jetty awaited 

• ·.·. . . .• I .. . 
A1:N pelllldmg foir moJre tlhlan tl!uree years 

~ ~ I 
10. 8 of98 n 2 MOD Air transport facilities for FinalATN 

, VVIPs and OEPs awaited 

11. .8 of98 n 3 MOD Delay in setting up ofrepair FinalATN .. 
.--··. facilities awaited 
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SI. Report No. 
Chapter 

Para Pertains 
No. and Year of the 

No. to 
Brief subject Remarks 

Report 
12. 8 of98 ill 7 Air Aircraft accidents in IAF Final ATN 

Force awaited 

13 . 8 of98 ill 21 Air Delay in clearance of cargo ATN not 
Force received 

14. 8 of98 IV 22 Navy Construction of Frigates Final ATN 
awaited 

15. 8 of98 IV 24 Navy Non utilization of imported Final ATN 
sonars awaited 

16. 8 of98 IV 28 Navy Extra expenditure due to Final ATN 
delay in procurement of awaited 
under water valves 

17. 8 of98 IV 30 Navy Purchase of sub-standard Final ATN 
items awaited 

18. 8 of98 IV 33 Navy Negligence in releasing a Final ATN 
salvaged ship awaited 

19. 8 of98 v 34 Coast Recovery of overpayment at Final ATN 
Guard the instance of Audit awaited 

20. 8 of99 II 4 MOD Non-recovery of airlift Final ATN 
charges awaited 

21. 8 of99 ill 10 Air Delay in sanctioning ATN not 
Force additional Bulle Petroleum received 

Installation 

22. 8 of99 ill 15 Air Failure to obtain supply of Final ATN 
Force critical armament stores awaited 

23. 8 of99 ill 17 Air Recovery at the instance of Final ATN 
Force audit awaited 
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24. 8 of99 IV 18 Navy Review on Naval Dockyard, Final ATN 
Mumbai awaited 

25. 8 of99 IV 19 Navy Misuse of Gymnasium Final ATN 
awaited 

26. 8 of99 IV 20 Navy Savings at the instance of Final ATN 
Audit awaited 

27. 8 of99 IV 23 Navy Award of fabrication of Final ATN 
Torpedo Carriers to a finn awaited 
under liquidation 

28. 8 of99 VI 27 DRDO Development of an airborne Final ATN 
system awaited 

29. 8 of99 v 28 DRDO Review on Light Combat Final ATN 
Aircraft awaited 

A TN pending for upto three years 

30. 8 of2000 II 2 MOD Acquisition of SU-30 aircraft Final ATN 
awaited 

31. 8of2000 III 6 Air Formation of Southern Air Final ATN 
Force Command awaited 

32. 8 of2000 III 9 Air Injudicious procurement of Final ATN 
Force helicopter rings awaited 

33. 8 of2000 ill 12 Air Continuation of a helicopter ATNnot 
Force unit without review of received 

establishment despite 
reduction in its tasks 
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34. 8 of2000 ill 13 Air Loss due to delay in raising Final ATN 
Force of discrepancy reports awaited 

35. 8 of2000 III 15 Air Wrongful appropriation of Final ATN 
Force public revenues to non- awaited 

public fund 

36. 8of2000 IV 17 Navy Review on Project Seabird Final ATN 
awaited 

37. 8 of2000 IV 18 Navy Avoidable expenditure due Final ATN 
to failure in availing a awaited 
cheaper offer 

38. 8 of2000 IV 19 Navy Provision of Photo Final ATN 
Interpretation Centre awaited 

39. 8 of2000 IV 21 Navy Extra payment to contractor Final ATN 
awaited 

40. 8 of2001 II 2 MOD Delay in induction of a Final ATN 
surveillance system awaited 

41. 8 of2001 II 3 MOD Delay in development of a Final ATN 
system awaited 

42. 8of2001 III 6 Air Upgradation of MiG Bis Final ATN 
Force aircraft awaited 

43. 8 of2001 III 7 Air Procurement and Final ATN 
Force modification of Jaguar awaited 

aircraft 

44. 8 of2001 III 8 Air Delay in setting up of repair Final ATN 
Force facilities for helicopter awaited 

en gm es 

45. 8 of2001 III 10 Air Procurement of a Final ATN 
Force communication system awaited 
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46. 8 of200 l Ill 11 Air Avoidable expenditure due Final ATN 
Force to delay in placing purchase awaited 

order 

47. 8of200 l III 12 Air Extra expenditure due to Final ATN 
Force negligence awaited 

48. 8of2001 Ill 14 Air Sub-optimal utilisation of a Final ATN 
Force radar awaited 

49. 8 of2001 III 16 Air Inadmissible payment to a ATN not 
Force Public Sector Undertaking received 

50. 8 of200 1 III 17 Air Non-utilisation of specialist Final ATN 
Force vehicles and missiles awaited 

51. 8 of2001 III 18 Air Loss due to negligence of ATN not 
Force HAL received 

52. 8of200 1 III 19 Air Loss of stores collected by ATN not 
Force Air Force representative received 

abroad 

53. 8 of2001 IV 20 Navy Delay in procurement of Final ATN 
diesel generating sets awaited 

54. 8 of2001 IV 21 Navy Procurement of incorrect Final ATN 
propeller shafts awaited 

55. 8 of2001 IV 22 Navy Extra expenditure in Final ATN 
procurement of spares awaited 

56. 8of200 1 IV 23 Navy Unauthorised deployment of ATN not 
Naval tanker for overseas received 
purchase of oil 

51 



Report No. 7 of 2003 (A ir Force a11d Navy) 

SI. Report No. 
Chapter 

Para Pertains 
of the Brief subject Remarks 

No. and Year 
Report 

No. to 

57. 8of2001 IV 24 Navy Recovery at the instance of Final A1N 
Audit awaited 

58. 8 of2001 v 25 Coast Repair/refit of boats ofIOC Final A1N 

Guard out of funds of Coast Guard awaited 

59. 8 of2002 II 2 MOD Acquisition of Special Final A1N 
Purpose Helicopter awaited 

60. 8 of2002 II 4 MOD Non-production of document A1N not 
received 

61. 8 of2002 III 6 Air Non supply of a rig by a A1N not 
Force foreign supplier received 

62. 8 of2002 III 7 Air Development of a Golf A1N not 
Force Course in an area reserved received 

for storage of explosives 
63. 8 of2002 III 8 Air Procurement of unreliable Final A1N 

Force fuses awaited 

64. 8 of2002 III 9 Air Procurement of a defective Final A1N 
Force system awaited 

65. 8 of2002 III 10 Air Defective contract leading to Final A1N 
Force fraudulent payment awaited 

66. 8 of2002 III 11 Air Extra expenditure in Final A1N 
Force procurement of stores awaited 

67. 8 of2002 III 12 Air Unnecessary import of Final A1N 
Force explosive cartridges awaited 

68. 8 of2002 III 13 Air Delay in repair of an Aircraft Final A1N 
Force awaited 

69. 8 of2002 III 14 Air A voidable inventory carrying Final A1N 
Force cost of aircraft surplus stores awaited 
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70. 8 of2002 ill 15 Air Recovery at the instance of Final ATN 
Force Audit awaited 

71. 8 of2002 IV 16 Navy Procurement of missile Final ATN 
awaited 

72. 8 of2002 IV 17 Navy Delay in procurement of Air Final ATN 
targets awaited 

73. 8 of2002 IV 18 Navy Non-commissioning of Final ATN 
imported equipment awaited 

74. 8 of2002 IV 19 Navy Recovery at the instance of Final ATN 
Audit awaited 

75. 8 of2002 v 20 DRDO Foreclosure of a critical Final ATN 
project awaited 

76. 8 of2002 v 21 DRDO Extra expenditure due to Final ATN 
premature conclusion of awaited 
contract 

77. 8 of2002 v 22 DRDO Delay in development and Final ATN 
production of indigenous awaited 
mm es 
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I. DRDO/Adv/S/5 I lf270/ 
S/D(R&D) 
30 Sep 93 

2. Air HQ/82308/325/006-
95/Eng 
D2(Q)/I O/DOl/ D(Air-1) 
dated 02. I .96 

3. 14(20)/1/92/D(HAL) 
Vol-II dated 25.3.98 

4. Adv-DRD0/ 108 
Af637/S/D(R&D) dated 
01.1.91 

5. Air 
HQ/S.96016/16/6/ 1/AS 
RI 516/US/D(Air-l)/O I 
dated 21.3 .2001 

6. Air 
HQ/72176/1/MODN/ 
SGE/(T)/947/USD(Air-
IV) dated 19.4.0 I 

7. Air 
H Q/82309/356/07 5 7116 
0/31761/ Eng 
DI (Q)/944/US/(GS)/D( 
Air-I) dated 24 Apri~ 0 I 

8. Air HQ/82280/36/PC-
276/Eng 
D(Q)/US(GS)/D(Air-1) 
dated 08 Nov 2000 

9. Air HQ/82309176-
070/35603/Eng 
DI (Q)/481/US/(GS) 
D(Air-1) dated 22.2.0 I 

APPENDIX II 
(Refers to in Paragraph 7) 

Details of files not produced to Audit 

AI R FORCE 
Amount Letter number and 

Subject (Rs in dated of initial 
crore) requisition 

Project Hiran 120.50 162/DR&D/ 1/95/ASIEO 
dated 31 .10.95 

Payment against contract No. 11.60 126/D/S/14/72/ Vol-XI 
325/006/95 dated 3/ 11/95 for dated 02.2.96 
supply of spares 

Adhoc approval for ALH 66.95 30/D/S/3/98/ AF A dated 
03.7.98 

Project Tempest and Project 146.41 280/D/R&D/2/96/ AF A 
Stefew Project dated 24.2.2000 

Setting up of facilities for 7.40 I O/D/S/ 12/99/ AF AN ol-
Depot Level Maintenance/ III dated 23.4.2001 
manufacture of head up 
display(HUD) and Digital 
Map Generator(DMG) at 
HAL, Avionics Division, 
Korwa under TOT agreement -
Procurement of workshop 5.8 28/D/S/ 12/99/ AF N I 11 
machinery for BRDs, under dated 29.5.01 
modernisation scheme 
(Phase-II) 
Letter of authorisation for 9.45 27/D/S/3/85/AFA/Vol-
opening of letter of credit XI dated 29.5.2001 
against contract No. 
356/0757/ 160/3176 1dated27 
Nov 2000 between the 
President of India and Mis 
A vazapchaste PLC Moscow 
Opening of letter of credit 23.60 73/D/S/ 17176/AFA/Vol-
against contract No. PP- X dated 09/3/0 I 
1323/658/E00-064-IN-356 
dated 29 Jan 2000 with Mis 
motor sich enterprises JSC. 
Ukraine 
Letter of authorisation for 11 .35 75/D/S/3/85/ AF A/Vol-
opening of letter of credit X dated 27.3.01 
against contract No. 76-
70/35603 dated 25 Feb 2000 
between The President of 
India and Mis A viaexport 
PLC, Moscow 

54 

Last 
reminder 
sent on 

28.12.01 

19. 12.02 

19. 12.02 

19. 12.02 

19. 12.02 

19. 12.02 

19. 12.02 

19. 12.02 

19. 12.02 



Report No. 7 of 2003 (Air Force and Navy) 

NAVY 

This office letter 
Date of SI. number and date 

No. 
Sanction No. & Date Subject Amount Last 

of initial 
reauisition 
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I. AV /0840ffEH/CG/4 I 4/ Supply of two advance Rs 49.50 crore 94/D/N/ 15/97 23111 /2001 
DO(N-11) dated 28/3/97 light helicopter to Coast dt. 27/5/97 

Guard during 1998-99 

2. I 0( I )/97/3434/D(N-11 l) Maintenance dredging at Rs 12 crore 493/D/N/30/85/1 I 23/11/2001 
dated 26/11 /97 Mumbai for the post dt. I 0/2/98 

monsoon period of 1997 
3. I 0( I )/99/l 300A/D( - Maintenance dredging at Rs 11.27 crore 463/D/N/30/85/ 11 23/ 11/2001 

III) /99 dated 26/4/99 Koc hi for pre monsoon dt. 29/9/99 
period of 1999 

4. I 0( 12)/99/D(N-I) dated Design and construction of Rs 1551.64 crore 646/D/N/ 12/99 dt. 23/ 11/2001 
1416199 indigenous Ship 28/ 12/99 

5. MF/PUJ299/ Jl/531 /S/D Revision In the cost of Rs 144 7. I 0 crore 165/ D/N/4/85/l I dt 23/ 1112001 
(N-1) dated 2017/99 eight ships 3 1/ 12/99 

6. F.MF/PU3 J 02/9911/524 Procurement of stores Rs 15 ,88,27,939.50 I 59/D/N/25/94 dt. 23/11 /2001 
/S/D(N-1) dated 1517199 under SA 93561214 1009 3 1/ 12/99 

dt. 2/7/99 to Contract No. 
80/3 12508431 of February 
4, 1993 

7. AH/0251 /ESM/I dated Supply of Eagle equipment Rs 3830.135 lakh 3 1 O/D/N/40/94/ 111 23/1 1/2001 

21612000 dt. 16/ I 0/2000 

8. NHQ/l 10014/WU Payment of rentals of Rs 8,42,55,256 479/D/N/26/87NI 2311 1/200 I 

(906/2000)/D(N-llI) Western Railway land dt. 23/1 /2001 
dated 15/312000 

9. FM/5761/S' Ratna/NHQ/ Offloading of refit cum Rs 335.75 crore 40/D/N/4/2000 dt. 10/ 1/2003 

119/D(N-IV) modem1zauon of INS 8/6/2001 

dt.12/ I / 2000 Sindhuratna 

10. AV /0840ffEH/CG/ 163/ Acquisition of two advance Rs 84. 78 crore I 16/D/N/ 15/97 dt. 10/ 1/2003 
US(CG)/D(N-11) dt. light helicopter for CG 21/6/200 1 
14/2/2001 

II . EE/09/2348/1 11 3/D(N- Procurement of Radar Rs 19.27 crore 154/D/N/7/93 dt. 10/ 1/2003 

I) dt. 14/3/200 I frigate with target 2417/2001 
s imulator for I S Valsura. 

Jamnagar 

12. I /W /004/00/FCS/ A TVP Sanct10n for placement of Rs 16.44 crore 3 5 3/D/R& D/3/9811 1011/2003 

/B&C/306/S/D (R&D) order on Mis BE Bangalore II dt. 811 /02 

dt. 12/9/200 I for design, development, 
fabrication, testmg and 

commissioning of station 
control system (SCS) 

Project SHARANG 
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