
.. 

REPORT OF THE 

COMPTROLLER AND AUDITOR GENERAL - , 

OF INDIA 

J FOR 

THE YEAR 1978-79 

• ' 

UNION GOVERNMENT (DEFENCE SERVICFs) 



" 



REPORT OF THE 

COMPTROLLER AND AUDITOR GENERAL 

OF INDIA 

FOR 

THE YEAR 1978-79 

-MENT (DEFENCE SERVICES) 





TABLE OF CONTENTS 

PAR-<\GRAPH PAGE 

• Prefatory Remarks (iii) 

J 
C RAP'fER I- BUDGETARY CONTROL 

l Budget and actua ls 

2 Supplemt'ntary Grants/Appropria tions 
.... 3 Excess over Charged Appropriation requiring regularisa-_._ ti on 2 

4 Savings in Voted Grants 3 
5 Control over expenditure 3 

CHAPTER 2- MfNISTRY OF DEFENCE 

6 Delay in development and mamtfacturc of a n aircraft 5 

CHAPTER 3- ::>RDNA ~CE A ~D CLOTfUNG 
FACTORl ES .. 7 Modernisation of a n ordnance factory . 11 

8 Purchase o f nitric acid plan t in a factory 15 

---
9 Delay in execution of service o rders and resultant losses 17 

10 Manufacture of assault bridg~ in ordnance factories 20 
I J Disposal of a luminium scrap by an ordnance facto ry 25 
12 Reject ion of v::hiclc components . 29 
IJ Purchase of cl ~f..:ct ivc com;>oncnts fo r an ammunition 33 

14 Manufacture of a fuzc for an ammunition 35 
JS Extra expenditure on airlifting oi stores 36 
16 Extra expenditure in purchase of a store 39 

r 17 Procurement of a store 42 
18 Procurement of a boiler 43 

I 19 Manufacture of d·~foctiv-:: cartridge cases fo r an ammuni-
lion 45 

20 Procu rern~n t of a defoctiv.:: component from trade . 47 
21 Procuremr nt of an imp')rtcd fo rging machine 51 

(i) 



(i i) 

PARAGRAPH 

22 
23 

24 

25 

26 

27 

28 

29 

30 

31 

32 
33 

3._i 

35 

36 

37 

38 
39 

40 

CFfAPTER4- WORKS AND M1 LITARY ENGINEER 
SERVICES 

Delays in revision of recovery rate of water . 

Avoidable extra expenditure due :o delay in finalisation 
of a building co111rac1 

Irregular award of a contract 

CRAPTER 5-PROCURE ME NT OF STORES AND 
EQUIPMENT 

Avoidable extra co5t on procurement of a ircraft spares 

\.Yastefu l expcndi!ure on procuremen t of imported air­
craft spares 

Infructuous expenditure on procurement of defective 
ammunition 

Loss due lo part canc.:llatiou of a demand placed on an 
ordnance facto ry 

Supply o f defective stores 

CHAPTER 6-UTfU SATION OF EQUIPMENT AND 
FACTLJTIES 

Under-tttil isation of authorised capacity of Central Main­
ten:mce Stations 

Avoidable expenditure on excess procurement of wire 

CHAPTER 7- ARMY 

Loss of silv~r in a central ordnance depot 

Loss due to irregula r continuance of fie ld service conces­
s ions 

Uneconomical rearing o!" young stock . 

Irregular issue of SC>ap toilet and accumulation of surplus 
s tock thereof . 

CffAPTER 8- NAVY 

Extra expenditure on purchase of welding equipment 

CHAPTER 9- ATR FORCE 

RcdWldancy in materials procured for the manufacture of 
an aircraft 

T hefts of Air Force stores 

Procurement/manufacture and installation of an equip­
ment 

CHAPTER 10-0TRER TOPICS 

Repair of folding boats procured for Am.y use 

PAGE 

53 

55 
56 

59 

61 

63 

66 

67 

70 

73 

76 

78 

80 

83 

86 

89 
92 

95 

99 

1 
I 
I 

--

' 



r 

I 

PREFATORY REMARKS 

This Report has been prepared for submission to the 
President under Article 151 of the Constitution. ft relates 
mainly to matters arising from the Appropriation Accounts of 
the Defence Services for J 978-79 together with other points aris­
ing from audit of the financial transactions of the Defence 
Services. 

The cases mentioned in the Report are among those which 
came to notice in the course of test audi t during the year 1978-79 
as weU as those which had come to notice in earlier years but 
could not be dealt with in p revious R eports ; matters relating to 
the period subsequent to 1978-79 have also been included, wher­
ever considered necessary. 

The points brought out in this R eport are not intended to 
convey or to be understood as conveying any general reflection 
on the fin ancial administration by the departments/authorities 
concerned. 

(iii) 
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CHAPTER 1 

BUDGETARY CONTROL 

l. Budget and actuals 

....- The table below compares tbe expenditure incurred by the 
Defence Services in the year ended March 1979 with the amount 

~ of original and supplementary appropriations and grants for the 
year: 

Origina l 

Supplementary 

Tot:JI . 

Actual Expenditu re. 

Saving . 

Saving as percentage of the total provision 

2. Supplementary Grants/ Appropriations 

Charged Voted 
Appropri- Grants 
ations 

(Rs. in crores) 

0.1E 3133.62 

0 .28 67.67 

0.74 3201.29 

0.71 3059. 81 

0.03 141.48 
(per cellf) 

4.05 4.42 

(a) Supplemeota1y grants aggregating Rs. 67 .67 crores (Air 
Force : R s. 59.66 crores ; Pensions : Rs. 8.01 crores) were 
obtained in March 1979 as indicated below : 

Grant No. 22-Air Force.-The original grant of Rs. 586.14 
crores was increased to Rs. 645.80 crores through a supplemen­
tary grant of Rs. 59.66 crores to meet additional requirements 
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under 'Stores' (R s. 57.97 crores) and 'Works' (Rs. 1.69 crores) . 
The actual expenditure during the year was, however, Rs. 634.57 
crores resul ting in a saving of Rs. 11 .23 crores ( 1. 7 per cent of 
the total grant) . Thus, 18.82 per cent of the supplementary 
gran t proved unnecessary. 

Grant No. 23-Pensions.-Thc original grant of Rs. 150.63 
crores was increased to Rs. 158.64 crores through a supplemen­
tary grant o f Rs. 8.01 crores to meet more expendi ture than 
anticipated on pensions (including the additional relief sanction­
ed with effccl from 1st September 1977). The actual expendi­
ture dur ing the year was. however, Rs. 157.93 crores, resulting 
in a saving of R s. 0.71 crore (representing 8.36 per cent of the 
supplementary grant). 

(b) Supplementary appropnat1ons aggregating Rs. 28.50 
Jakhs-'Army' (Rs. 7.75 lakhs), 'Air Force' (Rs. 2.25 Jakhs), 
'Pensions' (Rs. 0.50 lakh) and 'Capital Outlay on D efence Ser­
vices' (Rs. 18.00 lakhs)-were obtained in March 1979 to meet 
t he anticipated increase in payments in satisfaction of Court 
decrees. 

Out o f the total appropriation of Rs. 20.25 Jakhs (original : 
Rs. 12.50 Jakhs ; supplementary : Rs. 7.75 Jakhs) under 'Army', 
a sum of Rs. 16.68 lakhs was spent, resulting in a saving of 
Rs. 3.57 lakhs (46.1 per cent of the supplementary appropriation). 

3. Excess over Charged Appropriation rec1u.iring regularisation 

Against the Charged Appropriation of Rs. 48,00,000 provided 
under Grant No. '24--Capital Outlay on Defence Service ·, actual 
expenditure incurred during the year was R s. 49,85,161, result­
ing in excess of Rs. 1,85,161 which was a ttributable to larger 
payments than anticipated in satisfaction of Court decrees. T his 
excess requ ires regularisation under Article 11 5 of the Consti­
tution. 

•. 
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4. Savings in Voted Grants 

In five Voted Grants aggregating Rs. 320 1.29 crorcs for the 
year, the actual saving amounted to Rs. 141.48 crores as under : 

(R~. in crores) 

Grant No. Total Actual Saving~ Surrenders 
Grant Ex pen-

diture Amount per Amount per 
ccm cent 

20- Army. 1897.92 1839.34 58 . 58 3. l 8 1.40 4 .3 

21- Navy 205. 54 174.3 1 31.23 15.2 31. 17 IS. 2 

22- Air Force 645 .80 634. 57 11.23 I. 7 17 .01 2 .6 

23-Pension~ 158.64 157.93 0 .71 0.4 · 

24-Capital Outlay 293 .39 253.66 39.73 13.5 39. 13 13.3 
on Defence 
Services 

-- -~ 

Total 3201. 29 3059 . 81 141 .48 168. 71 

Surrenders of Rs. 81.40 crores under 'Army' and Rs. 17.01 
crores under 'Air Force' were made on 31st March 1979, whereas 
the actual savings under these Grants amounted to Rs. 58.58 
crores and Rs. 11.23 crorcs respectively. 

5. Control over C"-'Penditure 

The following arc some instances of defective budgeting : 

(a) Instances in which reappropriations made were wholly 
or partiaJly unnecessary : 

G rant No. 

Sub-l{ead 

10-Army 

A.3- Pay and Allo-
wances of Civi-

Sanctioned 
G rant 

Amount 
rc-appro-
priated 

(R >. in crore ) 

Final Actual Excess <+) 
Grant Exoen- Saving(- ) 

diture 

lians . 106. 98 (- )3 .16 103. 82 104. 52 ( + )O. 70 
A.6- 0 rdnance Fac-

tories 436.45 (-)15.24 421 .21 448. 60 (+)27.39 
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21 - Nm'J' 

A.3- Pay and Allo-
wances of Ci vi-
lians. 24. 00 (+ )0. 74 24. 74 23.88 (- )0.86 

22- Air Porre 

A.4- Transporta t ion 7.57 (-)0. 19 7.38 7.60 (+)0.22 

23- Pensions 

A. I- Army 0 .52 (+)0.21 0.73 0.43 (- )0 .30 
(2) Rewards 

(b) Insta nces in which there was an appreciable shortfall itr 
expendi ture compared to the sanctioned/final grant 

Grant Nn. Sanction­
ed Grant 

Sub-Head 

20-Army 

A.9- Stores 413 . 57 

A.11 - 0thcr Expen-
c!iture . . 44.31 

21 - Navy 

A.7- 0thcr Expcn-
dilure 19 .44 

2'J-Pe11sio11.~ 

A.3- Air Force 10. 65 
( 1) Pensions and 

Other Retire-
mcnt Benefits 

Amount Final 
re-appro- Giant 
priated/ 
surren-
dered 

(- )46.95 366.62 

(- )3 . 13 41. lS 

(- )5. 08 14 .36 

(-)0. 58 10.07 

(Rs. in crores) 

Actual SaviJ1g compared to 
Expen-
diture Sanction- F ina l 

ed Grant Grant 

360.19 53 .38 6.43 

39.27 5. 04 1. 91 

13.20 6 .24 1. 16 

6.54 4 . II 3.53 

... 
-.. 
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CHAPTE R 2 

MlNISTRY OF DEFENCE 

6. Delay in development and manufacture oE ~n ai rcraft 

Based on a proposal submitted by a public sector undertak­
ing after carrying out feasibility studies, Governmeut approved 
(September 1972) the development by the undertaking of an 
improved version (designated as MK-11) of an existing MK-I 
aircraft at an estimated cost of Rs. 99 lakhs (foreign exchange : 
Rs. 26 Jakhs) . According to the Air Headquarters, the MK-II 
version was to be inducted in service during 1976-77. 

The development work was to be carried out in four stages 
and was expected to take three years for completion. Delivery 
of MK-II aircraft was expected to commence two years there­
after. When the development work was going on, the Mi nistry 
of Defence approved (J u1y 1973) placement of orders on the 
undertaking by the Air Headquarters for the manufaci.urc and 
supply of a certain number of MK-II aircraft at an estimated cost 
of Rs. 3604 lakhs (exclusive of profit) . MK-II aircraft was to 
confom1 to the "standard of preparation" to be specified after 
completion of the development work in four stages. 

Tn order to extend the usefu l life of the existing fleet of 
MK-I aircraft (inducted in service in the Air Force in 1958), 
the Ministry accorded sanction (October 1973) to the rclro­
modification of a certain number of MK-I aircraft Lo 1V1K-rr 
standard at an estimated cost of Rs. 2090.40 lakhs (excluding 
profi t). The aircraft were to be made available to the under­
taking for this purpose in a phased manner from 1974-75 
onwards. 

2. Progress 011 development.-W ork on development projc:::t 
was commenced by t11e undertaking in October 1972 on the 

5 
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basis of broad parameters fi rst indicated by the Air Headquarters 
in the A ir Staff Requirement (ASR) issued in May 1972. On 
the retro-modification programme, an ASR to remove the defects 
in and to make improvements in MK-I aircraft was issued by the 
Air Headquarters in November 1972. This was expected to 
help the development of MK-II version of the aircraft. 

In June l 974. the Air Headquarters issued a revised ASR 
for MK-II aircraft, which was also made applicable to the ::clro­
modifi.cation. As the additional requirements included in th<! 
ASR of June 1974 affected all the four stages of development, 
the undertaking approved in September 1975 a proposal to take 
up further work required concurrently with the work sanctioned 
earlier with a view to minimising expenditure. An additional 
sum of Rs. 54 lakhs (foreign exchange : Rs. 10 lakhs) for deve­
lopment was accordingly sanctioned by the Ministry in July 1976. 
Development work covered by the four stages was completed in 
aJmost all respects by the undertaking by early 1976 and the 
"standard of preparation" of the first and second prod uction 
batch of the MK-J f ai rcraft was specified by the Air H c•adquart<!rs 
in February 1976 and July 1976. 

Jn March 1977, the undertaking expressed its inability to 
comply with some vital requirements of the MK-1 I aircraft as 
specified in the ASR of 1974. The Air Headquarters informed 
(March 1977) tbc M inistry that if the undertaking were not able 
to ensure· performance close to the ASR of 1974, the A ir Head­
quarters migh t be compelled to review the entire acqui~i~ion pro­
gramme for the MK-II ai rcraft. 

While proposing (May 1977) the incurring of fu rther 
development expe'lldi ture of Rs. 40.50 lakhs for certain additional 
tasks, the Air Headquarters stated that though there were serious 
shortcomi ngs in the MK-JI aircraft, it was not envisaged to drop 
the project altogether, but it might become necessary to reduce 
the number of aircraft to be produced. The Ministry according­
ly enhanced (July 1977) the development expend iture to 
R s. 193.50 lakhs (foreign exchange : R s. 44 Jakhs). 

.... 
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The Air Headquarters stated (October 1978) that while 
cousideri ng the• question of short-closure of tbe order for manu­
facture of MK-II aircraft at 75.47 per cent of the numbers order­
ed, it was agreed that the undertaking would continue with J cvc­
lopment work to improve the radius of action, etc. Although 
improvement in the radius of action had been achieved to a 
certain extent, development work had not been completed in all 
respects (December 1979) . Till June 1979, an expenditure cf 
Rs. 261.38 lakhs had been incurred by the undertaking on the 
development project, against which 'on account' paym"!nls aggre­
gating Rs. 193.12 lakhs were made. 

3. Delivery of aircraft.-The undertaking had agreed (March 
1974) to deliver the MK-II aircraft in a phased manner from 
1976-77 to 1981-82. Only 21.70 per cent of tbe r.umbcrs of 
MK-II aircraft ordered initially (July 1973) bad been delivered 
(cost : Rs. 1352.75 lakhs) by the undcrtakll1g to the A ir Force 

in March 1978. It was stated that these aircraft co.nformcd to 
the respective "standard of preparation" laid down exci!pt to the 
extent of concessions agreed to by tbc Air Force .in respect or 
certain modifications for which supply of parts was awaited by 
the undertaking from the foreign s~pplier. No aircraft had been 
delivered in 1978-79 in view of non-availability of a component 
from the foreign supplier. An expenditure of Rs. 3734.01 lakhs 
was incurred up to end of July 1979 by the undertakiug against 
which 'on account/final' payments aggregating Rs. 3634.09 lakhs 
had been made to the undertaking. In addition, Rs. 685.30 
lakhs had been received by the undertaking in resper.:t of sup­
plies of parts. 

69.57 per cent of the MK-II aircraft manufactured by the 
undertaking were with the Air Force for flight testing and of 
the balance, some (17.39 per cent--<:ost : R s. 245.65 lakhs) were 
lying (September 1979) with the undertaking without use. The 
Air Headquarters had stated (June 1979) that the aircraft were 
kept in storage with the undertaking due to their being not in­
ducted in service because sufficient number of operating per­
sonnel did not have the required experience and that certain 
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mainte·nance problems were noticed during the initi al use of 
MK-II aircraft for which remedial measures were requ i1 cd to 
be carried out on all of them. The aircraft had no t hcrn clenr­
cd (September 1979) after flight-testing for operations as there 
were certain shortcomings in regard to radius of action, night 
flying capability, etc. as specified in the ASR of June ! 974. 

Meanwhile, owing to delay in development and manufa1.:­
ture of the aircraft, certain Air Force units required to be 
eq uipped with MK-If ai rcraft were provided (Septernh~·r J 977) 
with certain number of imported aircraft (cost : Rs. 153.52 
crores) . 

4. Retro-modification programme.-As per agreed sche­
dule, a certain number of retro-modified aircraft were to be 
delivered to the Air Force in a phased manner from 1977-78 
to 1984-85. Later (November 1977), due to delay in deve­
lopment. the number of aiJ·craft to be retro-modified was re­
Juccd by 25.37 per cent. 

By July 1979, only 7 per cent of the number of MK-I air­
craft on order had bee·n retro-modified and test flown. Dcli·1cry 
of these aircraft was he ld up for incorporation of a cc11ain 
component awaited from the foreign supplier. R etro-modifica­
tion work on another 3 per cent of MK-1 aircraft was held up 
(July 1979) for want of certain components to be supplied by 
the Air Force/foreign supplier. The Ministry stated (Novem­
ber J 979) that work on the balance 90 per cent aircraft was 
not to be taken up. An expenditure of Rs. 245.32 Jak hs l1ad 
been incurred up to the end of July 1979 on retro-modification 
work against which 'on account' payments of Rs. '240.33 lakhs 
had been made. 

5 . Redundancy on. curtailment of orden.-The Ministry 
stated (November J 979) that the cost of redundancy due to 
short-closure of o rders for the manufacture of MK-11 aircraft 
and reduction in the number of aircraft (MK-I) to be relro­
modified worked out to R s. 199.64 lakhs. 
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6. Cost of production /retro-modification.-The cost (ex­
cluding profit) of production of MK-II aircraft had increased 
by 60.56 per cent (January 1977) against the estimat;!d price in 
1973. On the basis of 'on account' payments authorised by 
the Ministry (March 1978) for retro-modification wock, expen­
diture per aircraft on partial retro-modificat ion work carried 
out (on 10 per cent of MK-I aircraft) had increased from 
R s. L5.60 lakhs to Rs. 24.53 Jakhs per aircraft. 

7. Expenditure on the pro;ect.-Expenditure of R s. 261.38 
lakhs and Rs . 3734.01 lakhs had been incurred ( up to July 
1979) on the development a nd manufacture of the aircraft 
respectively, besides R s. 245.32 lakhs on retro-modi!lcation of 
10 per cent of MK-I aircraft. 

The Ministry of D e-fence stated (November J 9 79) that : 

though the development of MK-II aircraft a con­
ceived in the undertaking's proposal of April 1972 
was completed, there was a shortfall i.t1 the radius 
of action ; 

the main reason (according to the Air H eadqua rters) 
for reduction in the order for MK-LI aircraft as well 
as in the retro-modification work was th~ incapa­
bility of the MK-II aircraft to meet all operational 
requirements of the Air Force in 1980's, but no 
modification to the ASR of 1974 had been issued 
so far; and 

the original (1973) estimated price was based on 
work content visualised in the undertaki ng's pro­
posal and there was considerable d ifference in 
"standard of preparation" subseq uently delined for 
the MK-II aircraft. The cost escalation of air­
craft was due to general escalation in labour and 
material cost between 1973 and 1977. 
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8. Summin~ up.-The following are the main points that 
emerge : 

An aircraft development project sanctioned in Sep~ 
lember 1972, which was originally expected to be 
completed in about three years' ti.me, had not been 
completed in all respects (August 1979) even after 
nearly seven years. 

D ue to delay in development, the Air Force were 
not able to equip their units with the improved ver­
sion of the air'Craft from 1976-77 as planned and 
had to re-equip (September 1977) certain units re­
quired to be equipped with MK-11 ai rcraft with 
another imported aircraft. 

The numbers of aircraft manufactured by the under­
taking (cost : Rs. 1352.75 lakhs) and accepted 
(March 1978) by the Air Force after relaxing cer­
tain important operational parameters, had not yet 
(September 1979) been cleared for operations after 
flight-testing. 

Some of the aircraft (approximate cost : Rs. 245.65 
lakhs) had been lying in ·storage (September 1979) 
since their manufacture (March 1978). 

Due to reduction in the number of aircraft tc he 
manufactured and to be retro-modified arising from 
delay in development of MK-If aircraft and im­
provements not being as expected, an expenditure 
of Rs. 199.64 lakhs had become redundant. 

\. 



CHAPTER 3 

ORDNANCE AND CLOTIDNG FACTORIES 

7. Modcmjsation of no ordnance factory 

(A) A project for the rehabilitation, modernisation and aug­
rnttntation of the foundries and associate machine shop of an 
ordnance factory built in 1943-44, was sanctioned in July 1970 
by Govemmcnt for Rs. 7.73 crores which included expenditure 
of Rs. 1.26 c rores on civil works and R s. 6.47 crorcs on plant 
and machinery (including ancillaries : R s. 48.69 lakhs). The 
project was scheduled to be completed in about 4 years. 

Tbe. project envisaged fostaUation of one additional 5-too 
arc furnace for Heavy Steel Foundry arid two additional 3-ton 
capacity arc furnaces for the Light Steel Foundry ; the produc­
tion eapacity envisaged was 43,560 tonnes of molten metal and 
16,560 tonnes of finished castings and ingots per annum. 

ReviSion in estimates.-The cost of the project was revised 
(May f 975) to Rs. 13.17 crores (Rs. 3 crores fm' civil works and 
Rs. ' 10.17 crores for plant and machinery). Earlier in Novem­
ber 1974 , the planned pl'Oduction capacity of steel castings and 
ingots was reduced from 16,560 tonnes to l 2,020 tonnes per 
annum mainly because the manufacture of item 'A' was not to 
be augmented because the user preferred its manufacture from 
forgi.rigS and the expansion of the existUlg capacity of item 'D' 
was given up as the user had sufficient stocks. Out of the 
molten metal capacity of 43,560 tonnes per annum created under 
the :project, the molten metal capacity required for the reduced 
production_ targets of finished castings and ingots was only 
27,000 tonnes. The Director General , Ordnance Factories 
(DGOF) ·stated (November 1979) that as the scaling down In 

11 
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capacity to produce finished castings was without reducing the 
molten metal capacity, it could not make any appreciable im­
pact on tbe project cost. As a result, the total requirement of 
plant and machinery decreased from 706 items to 575 items ; 
however, due to escalation in prices, the · estimated cost of 575 
items increased (May 1975) from R s. 5.01 crores (total origi-
nal estimated cost of 706 items being Rs. 5 .99 crores} to 
Rs. 10.17 crores against which orders for Rs. 9.63 crores bad 
been placed till 31st July 1979 ; the actual expenditure incurr-
ed amounted to Rs. 6.66 crores (March 1979) on procurement 
of 499 items out of 556 ordered. · 'f 

The Military Engineer Services (MES) authorities were not 
associated with the initial planning for civil works. A Board, 
in which a r epresentative of the MES was included, was held 
in November 1970 for examining the scope of civil works and 
i t recommended provision of certain new buildings, additions, 
alterations and ancillary services ; after taking these into account, 
sanction was issued in October 1972 for the civil works at .an 
estimated cost of R s. 1.69 crores. Subject to handing over of 
all sites by the factory authorities within one year from the date 
of sanction, the time required for the completion of these works 
was stated (October 1972) as 3 years. The estimate of civil 
works was revised to Rs. 1. 77 crores (September 197 4) and then 
to Rs. 3 crores (May 1975). Against this, the actual expendi­
ture incurred amounted to R s. 3.50 crores (March 1979) and 
about 98 per cent of the work was completed. Due to delay 
in the issue of administrative approval, corresponding delay in 
tendering by the MES and inability of the factory to hand over 
the site/buildings to engineers without affecting the production 
activities already under progress in the buildings/site, the cons­
truction work could be undertaken only from the year 1974-75 
onwards involving escalation in cost from Rs. 1.69 erores 
(October 1972) to R s. 3.50 crores (March 1979) due to in.fia~ 
tion within the country and global inflation, particularly in 
1973-74. 
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Progress of works.-Till July 1979, 499 items o( plant and 
machinery against 556 ordered had been received; out of these, 
480 items had been installed and 471 commissioned (July 1979). 

Civil works were commenced in July 1974 while tbey were 
to be completed in 44 months from holding of Costing Board 
(November 1970); however, till July 1979, civil works lo the 
extent of 98.6 per cent wei;e completed . The delay in completion 
o f the works was due to : 

changes in the scope of work and belated i sue of 
administrative appmval ; 

delays in obtaining fou ndation drawings from the 
suppliers of plant and machinery :md also changes 
in the project during execution ; 

non-rectification of certain defects brought to ·the 
notice of the MES by the factory authorities ; and 

delay in acceptance of tenders for foundation works 
received on 6th April 1979 by the MES. 

lnordinatc delay in execution of the project mainly contri­
b uted to the cost overruns ; a1th_ough Rs. 10.16 crorcs had been 
spent (March 1979), the project has not yet (November 1979) 
been fully completed . The Ministry stated (December 1979) 
that a large number of machinery had to be ordered through 
t he DGSD for procurement either within the countrv or fro!TI 
abroad and that the process involved delay. 

A Committee appointed by Government in August 19_75 
for examining the reasons for the slippages and constraints in 
the production of stores in the ordnance factories analysro omc 
-0( the import~nt projects including the above project a nd sta ted 
{ May 1978) , inter alia, in its report that : 

·'These de lays in projects implementation arise out of 
deficiencies both within and outside the DGOF. 
Within the DGOF, the weaknesses are firstly the 
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lack of adcqualc full time group staffeu by pe·rsonnel, 
Lrajncd and experienced in project p lanning, execu­
tion and monitoring. This has in some cases led 
to poor project formulation as a resul t of which 
changes have had to be made, after work on the 
project had been star ted. Since, there a rc several 
agencies involved in proje'Ct impJcmcnlation, absence 
of a strong monitoring system has resulted in 
inadequate coordination". 

ln this connection, the Ministry stated (December 1979) 
that on receipt of Part II of the Committee's report. Government 
would take adequate measures to ensure that the project~ wrre 
executed as planned and slippages and cost overruns were 
avoided . 

(B ) U11der-utilisaJion of existing capacity.-At present, the 
production capacity of the factory actually utilised a'> determined 
by tonnage output was much less than even the existing eapaei ty­
as given below : 

Yt•ar Rea vy s tcc I l.ig h l steel Iron foundry 
founJ ry fou nd ry 

( fn tonn.:s) 
1974-75 668. 64 2, 13 l. 90 1,2 17. 04 
1975-76 339 . 00 2.211 .00 1,672.00 
1976-77 81 6. 00 2.554.00 J,667.00 
1977-73 761. 86 2,393 .28 1.28 1 .6.i 
1978-79 672.24 2.484 . 12 942.00 
&i~ting capac ity 1.450 .0 D 2.975 .00 1,740 .00 

The main reasons for t.he low output of tonnage were attri-· 
buted (December 1979) by the M inistry to non-availabil ity of 
orders for the manufacture of steel items due to development of 
forgings in place of steel castings for a vehicle. TI1c Ministry 
added that they were fully aware of under-utilisation of capacity 
and were taking necessary action to improve it oy evolving a 
better product-mix for production in the factory. Since purchases 
from trade of steel castings were continuing, a test-check in audit 
revealed that seven items of castings supplied by this factory 
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for a heavy vehicle during 1976-77 and 1977-78 were found 
to be more costly by Rs. 37.70 lakhs than the t.rade cost of the 
same items . This large difference in cost in only seven items 
showed that the cost of production in the factory was too high. 
The Ministry, howC'ver, stated (December 1979) tbat the pro­
duction capacity created in ordnance factoric was mainly in 
the nature of war reserve and that the ordnance factories could 
not always compete with private sector in respect of t::ost of 
each item produced . 

T he fact, however, remains that one of the main objective$ 
of the project, i.e. to produce castings and ingots of standard 
quality at an economical price was not being achieved 

8. Purcha~-c cf nitric acid plant in a factory 

In order to replace two old plants installed in an onJnancc 
factory in L941. and 1943, a letter of intent was placed by the 
Dfrector General , Ordnance Factories (DGOF) on a public 
sector undertaking in March 1967 for procure ment of a plant 
for production of nitric acid. A formal agreement was ·igned 
in November 1973. T he total cost of the plant ordered was 
Rs. 49.18 lakhs and its rated capacity was to be 20 tonnes of 
nitric acid per day iu 24 hours' working. The t ime schedule 
fixed for completion of erection of the plant was 37 month;; from 
lst June 1968 (June 197 1). Trial run and guarar. tce test by 
the supplier were to be completed within 3 month<> from the 
d ate of completion of erection. The supplier undertook to 
guarantee Lhe performance, free replacement of part:>, etc: for 
a period of 9 months from comm issioning o r 20 month:; after 
receipt of the plant at site, whichever was earl ier, subjcc '. to a 
maximum of 45 months from 1st June 1968 (February 1972) . 

The supply of the components of Lhe plant commenced from 
December 1968. Although the new plant was planned to be 
e rected by June 1971, administrative approval for civil works 
(estimated cost : R s . 9.56 lakhs) for housing the plant wa 
issticd by the DGOF only' in Jan uary 1971 and a contract was 
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conclu<led by the Military Engineer Services ( MES) in Octo ber 
1972 for construction of tbe buildi;ig in phases by September 
J 973 . For erection of the plant after assessing the progrc <; of 
civil works, a formal contract (estimated cost : Rs. 5 . 14 lakhs) 
was placed on finn ·x· in July 1973. T he Ministry of Defence 
stated (November 1979) that the drawings for line plan which 
formed the basis of civil works were received from the undu­
tak.ing in October 1968. but the plant being or ::;p..::ci:ilised nature, 
it took time for study of d rawi ngs before all compcnents of the 
civil works could be fin alised and administrative approval issued. 
Regardi ng delay in concluding contract for civil works, the 
Ministry added that the project having intricate design factor-: 
wa, new to the M ES a nd that, therefore, the MES had to obtain 
numcrous clarifications from the undertaking w finalise th11 
designs and drawings for the civi l works. 

Meanwhile, even before the contract for civil works req ui red 
for housing the plant was concluded (October 1972), the 
liability of the undertaking in regard to the performance guarantee 
of the plant had ceased (February 1972). As it was expected 
(November l 973) that afler completion of civil work:'> and 
e rection. the plant would be made ready for initial operation by 
November l 974 (78 months from 1st June 1 968~ the under­
taking agreed (November 1973) to complete trial run:; and 
performance guarantee test within 3 months after November 
1974. T he undertaki ng, however, refused (November 1973) to 
accept a ny liabi lity towards eq uipment warranty since the period 
had lapsed due to none of its faults. The revised target date 
could not a l o be adhered to a nd the civil works were completed 
on ly in Septembe r 1975 a nd the plant was erected by November 
1975. T he completion of civi l works was delayed a.; the 
undertaking insisted on testing of the foundations of turbo com­
pressor by a competent agency. T he plant was put to pre­
commis ioning trial runs from November 1975 a nd was accepted 
in January 1976. The total expenditure incurred towards the 
purchase, erection and commissioning of the new plant was 
R s. 63.28 lakhs. Meanwhile, due to delay of over four years to 
complete tbe project, the factory continued to u c th :! old plants. 

I .. 
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td'•'tnect its requirement of nitnc acid and incu;red an extra 
cx~nditure of Rs. 11.67 lakhs during 1972-73 to 1975-76 due 
to ljllgher consumption of ammonia per tonne of weak nitric 
aCid' produced durina these years as compared to thl! new plant. 

~ ' '\\I 0 

Bc~1des, 1,509 tonnes of nitric acid (weak and strong) were 
pr'~ed at a cost of Rs. 28.3 1 lakhs from trade during January 
l973 to January 1976. 

· As against the installed capacity of 5,280 tonnes of nitric 
acid per annum, the factory had produced only 1,465, 2,399 
a~HL 2,669 tonnes in the new plant during 1976-77, 1977-78 
and 1978-79 respectively. Besides, although the standard 
estimate stipulated consumption of 325 kgs. of ammonia per tonne 
of nitric acid, the actual consumption of ammoni,1 per tonne of 
acid; was 354 kgs., 415 kgs. and 319 kgs. during 197~-77, 

1977-78 and 1978-79 respectively. Information as to whether 
cpnsumption of ammonia during 1979-80 bad stabilised at the 
level ·of 1978-79 was awaited (January 1980). Thus, in pro­
duc~on of 3,864 tonnes of nitric acid during 1976-77 and 
1977-78, extra expenditure of R~ . 9.16 lakhs was incurred on 
extra consumption of ammonia. The Ministry attributed 
(November 1979) the shortfall .in production of nitric acid to 
breakdowns of the plant in July and December 1976 and a 
majer· breakdown of its compressor unit in October 1977; 
the excess consumption of ammonia in the production of nitric 
acid was also attributed to breakdowns/shutdowns of the plant. 
However, information whether the breakdowns were due to any 
matlufacturiog defect was awaited (January 1980) from tbe 
department. 

Thus, during 1976-77 to 1978-79, the actual p roduction 
of nitric acid was only 6,533 tonnes agai.ilst the ra ted production 
of 15,840 tonnes and the factory had to procure 10,490 tonnes 
of nitric acid (weak and strong) costing Rs. 196.44 lak:hs from 
trade during January 1976 to February 1979. 

9: ·Delay in execution of service orders and resultant losses 

(A) During March 1960 to September 1962, the Army 
placed five indents on the Director General, Ordnance Factories 
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(DGOF) for 217 numbers of a certain gun and 1012 numbers 
of its spare barrel for completion of supplies by March 1964. 

Manufacture of the gun was started in factory 'A ' in 1961-62 
aud 16 guns vier~ supplied by August 1963. !r? v!e\v cf adversc­
reports received on them, the design of a vital component needed 
modification. After modifications to the design, of the compo­
nent, the manufacture of guns recommenced in 1965-66. 
Meanwhile, due to reduction in demand , the quantity on order 
was reduced from 217 to 66 numbers against which o nly 24 guns 
in all we-re supplied till March 1966. No further supplies were 
made during 1966-67 to 1968-69, but one gun was supplied 
in 1969-70. 

Supply of spare barrel for the guns was commenced by 
factory 'A' from 1961-62 and 415 spare barrels (against 1,01 2 
ordered) were supplied till April 1968. The orders for spare 
barrels were sbortclosed by the Army in April 1968 without 
financial repercussions at 433 numbers which, accordin~ to the 
Army, bad already been supplied by that lime. The discrepancy 
of 18 spare barrels was, however , not sorted out by the DGOF 
with the Army authorities and factory 'A' continued manufacture 
of 18 spare barrels and 41 guns. After incurring expenditure 
of Rs. 11.07 Jakhs (Rs. 5.20 Jakhs for guns and Rs. 5.87 takbs 
for spare barrels) on manufacture of components and "se.mis" 
till 1971-72 for the remaining 41 guns and 18 spare barrels, 
factory 'A ' discontinued further processing of the orders and 
requested the DGOF in April 1975 for shortclosure of the orders 
.on the ground that it had no spare capacity to produce these 
items. However, in view of the financial loss involved in the 
sbortclosure, the DGOF did not accept the proposal and directed 
(August 1975) the factory to complete the work. 

In 'August 1977, the Inspector of Armaments bad intimated 
to factory 'A' tbat the requirement of the gun no more existed 
with the Army. On a ftuther enquiry made (November '1977)' 
by the DGOF about the requirement of the guns and spare 
barrels, tpe Army intimated (Decem her 1977) that as the gun .wai; 

• 
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be.ing dec1ared obsolete, there was no requirement o ( it and that 
the indents for spare barrels were shortcloscd in 1968 at 433 
numbers which had already been supplied. 

Nevertheless, the DGOF intimated (Janaary 1978) to Audit 
that the production had recommenced during 1977-78 though 
oo further supply of guns and spare harrels was made by factory 
'A', nor was any further expenditure booked against tho work 
(March 1979). 

The Ministry of Defence stated (November t979) that no 
advance intimation was received from the Army to the effect 
that the equipment was being totally phasod out of service in 
course of time. Thus, expenditure of Rs. 11.07 lakhs incurred 
on manufacture of "semis" and coinponents by factory 'A' had 
proved unfruitfu] due to lack of proper coordination. 

(B) In a similar case, against two indents placed by the 
Navy in March 1957 and September 1961 for 9,999 sets of an 
ammunition (900 sets to be supplied by October 1957, 3,099 
sets as early as possible and 3,000 sets each during 1962-63 
and 1963-64), the DGOF placed orders on factory ' 13' in 
November 1957 for supply of 900 sets as early as possible and 
in. January 1962 for supply of 9,099 sets during 1963-64 to 
1965-66. 

For three main components ('P', 'Q ' and 'R') required for 
the manufacture of the amm unition, factory 'B' placed inter­
factory demands on factory 'C' during June 1958 to November 
1959 (against the order of November 1957) a_nd during June to 
November 1962 (against the order of January 1962). Although 
the orders on factory 'B' were to be completed by 1965-66 , 
factory 'C' did not make any supply of the required component£, 
but asked factory 'D' piecemeal during June 1964 to May 196-
to make their supply. Against 80,235, 5,244 and 874 numbers 
o f' components 'P ', 'Q ' and 'R' respectively ordered, factory 'B' 
received 20,401, 1,324 and 272 numbers respectively of these 
components from factory 'D' during January 1967 to March 
1974. 
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Meanwhile, due to reduction in demand of tbc ammunition, 
tbe indcntor rcduc~"C:l (June 1965) the quantity on order from 
9,999 to 5 ,244 sets. After a total supply of 246 sets was made 
by factory 'B' ti ll January 1971 , the indenter intimated 
(January 1971) to tile DGOF that the order for the ammunition 
might be shortclosed at a quantity which would not result in 
any· financial repercussions. After considering the position of 
components and "semis" in hand, the DGOF decided (ApriJ 
1973) to shortclose the order after supplying total numbers 
of 1,320 sets of the ammunition and informed the indentor 
accordingly. However, after supplying 1,272 sets till August 
1975, no further supply was made and as the ammunition was 
no longer required , its manufacture was stopped in May 1976 
at the quantity supplied. The shortclosure of the order resulted 
in accumulation of surplus materials (value : Rs. 2.22 lakhs) 
~nd "semis" (value: Rs. 1.12 lakhs) oi which materials valuing 
Rs. 1.03 lakhs were utilised by factory 'D' till October 1979 
leaving balance of materials and "semis" valuing Rs. 2.31 lakhs 
unutilised. 

10. Manufacture of assault bridge in ordnance factories 

In paragraph SB of the Report of the Comptroller and 
Auditor General of India for the year 1971-72, Union Govern­
ment (Defence Services) . it was mentioned that althou~h 

indigenous manufacture of an assault bridge was decided upon 
in principle i.n April 1963 and for the purpose, a collaboration 
agreement was entered into in February 1967 with a foreign 
firm 'X' and a p~oject was sanctioned in April 1967 (estimated 
cost revised in 1971 : Rs. 134 lakhs). not a single bridge could 
be produced Lill January 1973 and the Army had to arrange 
import of 8 bridges (cost : Rs. 323 Iakhs) in 1970 from the 
coUaborator. 

In 1967, it was planned to produce 12 bridges per annum 
in two shifts of ten-hour each (500 hours per month). The 
production of steel sub-assemblies of the bridge was assigned 
to factory 'A' with its existing facilities and that of aluminium 

' 
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sub-assemblies to factory 'B' with facilities sanctioned in 1967 · 
T he steel sub-assemblies were planned to be obtained partly 
from trade. 

Apart from steel and aluminium sub-assemblies, a complete 
bridge required 22 rubbe rised floats, manufacture of which was 
entru$tcd to factory 'C', and plant and machinery and civil works 
were sanctioned for the purpose in April and December 1969 
at an estimated cost of R s. 9 .67 lakhs . 

The Ministry of Defence infonned1 the Public Accounts 
Committee in December 1974 that one complete bridge (manu­
factured in 1973-7 4) had been supplied to the Army in April 
1974 and that it would be .possible to supply 8 complete bridges 
hy M arch 1975 ; thereafter, tbe annual rated capacity would be 
12 bridges. H owever, against the anticipated production of 
56 bridges till March 1979, only 31 complete bridges (3, 6, 8, 
7 and 7 numbers during 1974-75 to 1978-79 respectively) and 
some part sub-assemblies were supplied to the Army even though 
the Army's outstanding demand in band was 39 bridges . 

The Ministry of D efence stated (November 1979) that tbe 
expectation to supply 8 bridges in 1974-75 did not materialise 
due to stringent inspection standard at the initial stages of pro­
duction involving "heavy delays" and that the manufacture 
d uring 1975-76 to 1978-79 also feU short of th;, target as 
factory 'B' bad either worked per week for 51 hours in single 
<;bift o r 102 hours in double shift against 120 hours in double 
shift (on which basis annual capacity of 12 bridges was worked 
out) and as aluminium sub-assemblies per bridge ordered by 
the Army were 74 to nnes per bridge against 68.5 tonnes per 
b ridge recommended by the collaborator. The Ministry added 
( November 1979) that taking into account the volume of work 
involved and the number of hours actually worked, the capacity 
crcatoo at factory 'B' would work out to 8.8 bridges per annum. 

The aluminium profiles required for fabrication of aluminium 
sub-assemblies, which constituted 70 per cent of the cost of the 
bridge, were to be produced by factory 'B' in an extrusion press 
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J,>COCured from a foreign fum 'Y ' under an agrecrncht made in 
1965. The press was capable of manufacturing 9 ,000 tonnes per 
annum of rods, solid or hollow profiles etc. in two shifts of 
ten-hour each. However, keeping in view the expected defence 
demands of 3,000 to 4,000 tonnes per annum, ancillary facilities 
were sanctioned (April and June 1969) at :i total cost or 
Rs. 878.57 lakhs to produce only 3,000 tonnes of extruded 
aluminium per annum. The press was commissioned in factory 
•B' in January 1973, but tJ1e ancillary facilities fol' extrusion 
shop were set up along with the billet making facilities in June 
1975. The delay in commissioning the press was commented 
upon in paragraph L.112 of 12 lst R eport of the Public Accounts 
C ommittee-Fifth Lok Sabha : 1973-74. Up to March 1.979, 
the expenditure incurr;:d towaros setting up of the extrusion 
press and ancillary equipment was Rs. 704 lakhs. 

, Out of the installed capacity of 3,000 tonne~ of extruded 
aJuminium, 830 tonnes were req uired for manufacture nf 
12 bridges. As the manufacture of profiles could not be esta­
blished with the help of the dies suppl ied by firm 'Y' as part of 
the contract, firm 'X' arranged (March 1976) visit of 2 factory 
personnel to its (firm 'X') subcontractor's works to tudy thr 
extrusion of profiles. Thereafter, the dies were manufactured 
indigenously and production of the main solid/open profile" 
required for manufacture of the bridge was estahli hcd at factory 
'B' only in early 1977. During 1976-77 to 1978-79, factory ' H' 
prod uced 432 tonnes of alum inium profiles (solid /open) 'tor 
manu facture of the bridge ; th is production was just '\ufficient 
to meet the requirement of only about 6 bridg.-:s in al!. on the 
hasis of 74 tonnes required per bridge. 

As per the design of fi rm 'X ' the girders (main and ramp ) 
of the bridge were Lo be fabricated out of two opeP. profiles 
j.oined together by welding to make a hollow section . Even beforn 
establishment of manufacture of solid/ open profiles in factory 
'B' (early 1977) , it was noticed by the Ar my in August/ Septem­
ber 1975 th at the girders of the bridge , both imported from 
firtn 'X' and assembled indigenously from imported profiles. had 
developed c racks where the reinforcement plat e<; were welded. 

' 

) 



- 23 

A • dcci:-ion , howC'Ver, was taken (May 1976) to continue pro· 
duction of bridges as per the existing technology. The Ministry 
stated (October 1979) that of the girders, which had developed 
cracks,. 1,890 main girders and 440 raqip girders would requ~ 

• replacement, the cost of which would be about Rs. 190 lakhs. 

After investigation o[ the causes of cracks, firm 'X- recom­
rncndctl (September 1976) the usc of hollow profiles in place 
of welded profiles for girders as the cracks were found to be due 
to welding. In February 1977, firm 'X' offered to supply hollow 
profiles to factory 'B' a nd to train Indian p ersonnel, free of cost,' 
in extrusion of hollow profiles at the producer's works ; firm 'X' 
also agreed to manufacture one die set provided an order for 
300 tonnes of hollow profiles was placed on -it. Accordingly, 
an order was placed on firm 'X' in June 1977 for 300 tonnes 
uf hollow profiles at a total cost of Rs. 120.03 lakhs. Further. 
as some modifications were to be carried out in the press for 
extruding ho·Uow profiles, orders were placed on firm 'X' during 
March 1978 to October 1978 for supply of some additional 
parts at a total cost of Rs. 18.11 lakhs. Against the o rder of 
June 1977, 300 tonnes of hollow profiles wrre received by 
factory 'B' during March 1978 to October 1978. Girders were 
fabricatcd out of them du ring 1978-79 and supplied to the Army. 
Although the die set and parts required to mod ify the press bad 
been received during January-October 1979, manufacture of 
h<?llow profiles could not yet (Novcmbcr 1979) be taken up at 
factory 'B' pendi ng manufacture of an addi tional die set, forgings 
for which ordered in October I 978 , were expected to be received 
in the first quarter of 1980. 

Due to delay in establishment of manufacture of required 
aluminium p rofi les and meagre production achieved in thi! 
extmsidn press Lill March 1979, 32 bridges manufactured during 
1973-74 lo 1978-79 by factory 'B' were fabricatecl mainly from 
imported profiles (cost : R s. 503.05 lakhs) . 

The capacity set up in · 1969 for manufacture of floats at 
factory 'C' was 264 ·numbers per annum to match the annual 
prodw.:tion of 12 bridges. The bulk manufacture of the floats 

I . 



24 

commenced from 1970-71 and SJ 2 floats, which could meet the 
'requirement of about 37 br idges, had been produced by the 
factory ti ll March 1979. This was more Lhau the requirement 
of the bridges assembled (32) by factory 'B'. T he production 
bad to be cut down during 1975-76 to 1978-79 and only 
198 nu mbers (sufficient for 9 bridges) were manufactured in ' 
these four years. The Ministry of Defence stated (November 
1979) that idle man-power and the installed capacity had been 
utilised for other purposes. 

The M inistry of Defence stated (February and ovcmbcr 
1979) that out of Rs. 503 .05 lakhs spent on import of profiles , 
R s. 120 lakhs were spent on import of hollow profiles, being 
e ntirely new to factory 'B', on technical consideratio n:. . 

T he following are the main points that emergr : 

Although fadlities for production of aluminium 
profiles for the bridge were sanctioned in 1969 
(estimated cost : Rs. 878.57 lakhs) and the p ress 
was commissioned in 1973 , production of a luminium 
profiles was delayed as the dies s 11~pl ied by the 
press supplier were not fou nd suitable for the pur­
pose ; the prod uction of profiles could be establi<;hecl 
only in 1977 after acquiring technical know-how at 
foreign collaborator's works and manu factur ing 
necessary dies indigenously. 

Although as per contract the design of the ~xtrusion 

press provided for production of both sol id and 
hollow profiles, additional expendi ture o~ R'>. 18.11 
lakhs bad to be incurred on procurcmcn: of certain 
parts in 1978 for making certain modifications in 
the press to make il suit3ble for producing hollow 
profiles. Nevertheless, production of hollow profi les 
had not yet ( October 1979) been established . 

Out of 40 assauJ t bridg~ ordered during February 
1969 to February .197 J , only 32 bridge could he 
manufactured till M arch 1979 and that .too mainly 
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from imports of profi les at a total cost ',Of 
Rs. 503.05 lakhs. 

Although the Army noticed (August-September 
1975) that the girders of the bridge had developed 
cracks, it was decided (May 1976) to continue 
production of the bridges as per the existing techno­
logy. According to the Ministry, replacement. of 
girders which had developed cracks would cost 
Rs. 1.90 crores. 

11. Disposal of aluminium scrap by an ordnance factory 

For disposal of 500 tonnes of aluminium scrap (turning and 
borings) factory 'X' sent tender notice on 6th May 1978 to 
the Director General of Commercial Intelligence and Statistics 
(DGCIS) for publication in the Indian Trade Journal of 
17th May 1978 and to the Director of Advertising and Visual 
Publicity (DA VP) for publication in all leading newspapers. 
The notice was published in the trade journal of 5th April 1978, 
which was printed (at Cakutta) only on 7th June 1978 and 
became available for sale from 13th June 1978. The tender 
notice sent to DA VP by ordinary post, however, did not reach 
him and as a resul.t, no advertisement appeared in the newspapers 
and factory 'X' also did not pursue this. 

As per disposal instructions, 6 weeks were to be given 
between the date of issue of tender notice to the DGCTS and 
DA VP and the date of opening of tenders, out of which 2 weeks 
were allowed for publication of tender notice in the trade journal 
a nd newspapers and 4 weeks were to be allowed to the trade 
to offer quotations. In this case, although the tender · were to 
be opened on 20th June 1978, the trade journal, in which the 
tender notice was publi!lhed, became available for sale orrly from 
13th June 1978 and thus, only one week was available to the 
trade to offer quotations. Tender forms were sold by factory 
4 X' between 10th June and 19th June 1978 to 27 parties 
(inCJuding 17 Jocal firms) , of which 15 parties had actually 
a:pplied for the forms between 22nd May and 13th June 1978 
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(~ven before publication of the advertisement) and the remaining 
I"Z after the publication of the advertisement. Of the 27 parties, 
only 10 were from outstations and two of them bad actually 
applied for tender fonns on 22nd May and 6th June 1978 
respectively referring to the publication in the trade journal, 
although it was yet to be published. 

Out of 20 offers ( including 14 from local parties), which 
varied from Rs. 4,600 to R s. 6,100 per tonne, opened on 
20th June 1978, only 5 were considered as valid. The others 
.were rejected mostly on the ground of non-payment or payment 
of inadequate amount of earnest money. The 5 valid offers were 
as follows: 

Firm 

'A' 
·a· 
'C' 
'D' 
'E' 

Rate quoted per 
tonne (inclusive of 
excise duty) 

Rs. 
6,050 

6,030 

6,02J 

5,600 

5,200 

Quantity fo r which 
quoted 

(Tn tonnes) 

100 

200 

200 

25 
20 

('A', 'B', 'C' and 'D' were local firms. Besides, firms 'B' and 'C' had 
the same address and telephone number). · 

No reserve price was fixed for the sale even though it was 
required to be fixed under orders of November 1973 and the 
price of the scrap was indicated as R s. 9,330 per tonne io the 
ledger. Although the offers received were about 35 per cent 
below the ledger price, factory 'X' informed firms 'A', 'B' and 
'C' on 5th July 1978 that their offers were acceptable subject to 
fulfilment of certain conditions regarding removal of the scrap 
and payment of its cost etc. and concluded (10th J u1y 1978) 
a contract with firm 'A' for sale of l 00 .tonnes at Rs. 6,050 ·per 
tonne. 

Meanwhile, a joint complaint was made by a few dealers on 
7th July 1978 to the Ministry of Defence alleging that wid~ 
publicity was not given to the disposal of scrap and tbar. tendei; 

• 
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papers were sold to and submitted mostly by one single individual 
who bad 11.oated a number of firms. The dealers also alleged 
that an offer of Rs. 10,880 per tonne for the same scrap was 
received by factory 'Y' on 16th June 1978 and requested that 
either retendering be ordered or the scrap be sole! to them at 
Rs. 8,000 per tonne. The matter was taken up by the Director 
General, Ordnance F actories (DGOF) with factory 'X' on 
13th July 1978 and it was also advised at the instance of the 
Ministry, to withhold supplies of scrap to firm 'A' and not to 
enter into contracts with firms 'B ' and 'C' pending further 
instructions. T he a llegations made by the dealers were refu ted 
by factory 'X' on 13th July and 20th July 1973 and in July / 
August 1978, the DGOF also corroborated this to the Ministry 
of D efence. The Ministry, however, considered (November 
1978) the question of re tendering the sale in consultation with 
the legal adviser. As a firm contract bad already been entered 
into (10th July 1978) with firm 'A ' and firms 'B' and 'C' had 
accepted (10th July 1978) the revised conditions intimated by 
factory 'X ' on 5th July 1978, factory 'X' was instructed 
(January 1979) to deliver supplies to firm 'A' and to conclude 
contracts with firms 'B' and 'C'. Accordingly, contracts were 
concluded with firm 'C' (for 200 tonnes at R s. 6,021 per tonne) 
and firm 'B' (for 200 tonnes at R s. 6,030 per tonne) on 31st 
January and 2nd F ebruary 1979 respectively. The scrap was 
removed by the three firms by June 1979. 

The Ministry stated ( November 1979) that : 

as large number (27) of applications for tender 
forms were received, there was no reason to doubt 
that the sale notice did not receive wide publicity ; 

the advertisement for the sale was displayed on the 
factory notice board kept outside the main gate of 
the factory ; 

no reserve price for sale of non-ferrcus scrap by 
tender was to be fixed ; 

S/3 DADS/79-3 
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due to certain arithmetical errors, the ledger price 
was wrongly recorded in the ledger as Rs. 9,330 
per tonne in place of Rs. 2,200 ; 

the allegations made by the dealers were investigated 
before allowing the firms to lift the scrap and fou nd 
to be baseless ; and 

the scraps sold by factory 'X' and 'Y' were of 
different grades. 

During 1976 and 1977, loose aluminium scrap stored in 
open was sold at Rs. 5,500 per tonne by factory 'X' to trade 
and National Smail Industries Corporation (NSIC) and at 
Rs. 5,500 and Rs. 6,000 per tonne by factory 'Y' to NSIC. 
However, while the selling price was almost the same during 
the two years in the two factories, factory 'X' could sell the­
scrap at a maximum rate of Rs. 6,050 per tonne against the 
tender of May 1978, whereas factory 'Y' bad finalised the rate 
of the same type of scrap (loose scrap stored in open) at the 
same time at much higher rates varying from Rs. · 9,250 to 
R s. 10,923 per tonne. Thus, the price obtained by factory 'X' 
for the scrap sold during 1978 was not in conformity with the 
prevailing market price. Computed with reference to the sale 
price (Rs. 9,250 per tonne) of factory 'Y', the less realisation 
by factory 'X' in the disposal of 500 tonnes of aluminium scrap 
during 1978 at lower rates amounted to about R s. 16.10 lakhs. 

The following are the main points that emerge : 

The tender notice having been published (13th June 
1978) in the trade journal only (not in newspapers) . 
the trade got only one week for offering quota~ions 
and thus, wide publicity was not given. 

Applications for tender forms were received by 
factory 'X' even before the publication o[ the 
advertisement in the journal. 

• 
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No reserve price for the sale was fixed even though 
it was required to be fixed under orders oE Novem­
ber 1973 and the offers of Rs. 6,021 to Rs. 6,050 
per tonne which were about 35 per cent below the 
then recorded ledger price (Rs. 9,330 per t-onne) 
were accepted ; the ledger rate of Rs. 2,200 per 
tonne ind icated in the reply of th~ Ministry was 
fixed in 1957 and could not be valid fo r sale in 
1978. Due to fa ilure of factory 'X ' Lo observe the 
rules regarding the- d isposal of material, the disposal 
o f 500 ton nes of scrap involved less realisation of 
about Rs. 16.10 lakhs. 

12. Rejection of vehicle components 

Production of Shaktiman vehicles, which was being done in 
factory 'A' since 1959 in coll abor,ation with a foreign ftrm, 
was shifted to factory 'B' in 1972 after it was established in 
1970. In paragraph 10 of the Report o'f the Comptroller and 
Auditor General of Tndia, Union Government (Defence 
Services) for 1976-77, mention was made, inter a/ia , of the 
shortfall in production of these vehicles in factorv 'B' in relation 
to the capacity created. Th is was examined by the P ublic 
Accounts Committee (Sixth Lok Sabha : 1978-79) in its 
109th R eport. An examjnation (July 1979) in audit of pro­
curement of components for .axle assembiy and brake assembly 
of Sbaktiman vehicles by factory 'B' from other ordnance 
factories had disclosed tha t finished and semi-finished compo­
nents worth Rs. 50.8 1 lakhs stood rejected due to defecti ve 
manufacture by the supplyiug ordna·nce 'factories. The detailc; 
are mentioned in the succeeding paragraphs. 

Components for axle assembly 

(a) Factory 'A ' was using axle assembly manufactured ia 
factory 'C'. For this purpose, factory 'C' was obtaining cast in~s 
of components I and II from factory 'D '. The drawings re­
caivcd from the collaborator provided that malleable cast iroa 
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be used for these castings, but as required faciliti es w~re net 
avail ahle, f.actory 'D' was supplying hand moulded steel casting<; 
as per a decision conveyed by the D irector General, Ordnance 
Factories (DGOF) in November 1960 in consultation witb 
the collaborator. 

With the sett ing up ( 1970 ) of factory 'B' , manufacture of 
axle assembly w.as transferred to it from factory 'C' and 
factory 'D' continued the supplies of castings to factory 'B' 
(instead of factory 'C' ) from February 1972. In addition, 
factory 'B' obtained malleable cast iron castings from trade. 
After undert.aking machining of the components supplied by 
factory 'D', factory 'B' intimated (June 1974) the former about 
heavy rejections of its castings due to various defects like blow 
holes, less material in comers, excess material in oil holes, etc. 
noticed during machining. Although factory 'B' stopped using 
the castings supplied by factory 'D ' on accou·nt of these defects, 
only in May 1975 it proposed to shortclose its orders· on 
factory 'D'. The proposal was, however, not accepted (May 
197 5) by the Latter as the sudden suspension of supplies would 
have resulted in loss of semis in pipe line. As factory 'B' 
continued to reject the supplies during sample inspection at the 
receipt stage, factory 'D' discontinued supply of the castings 
from August 1975. In December 1975, factory 'B' intimated 
the DGOF that even after salvaging by welding, the rejection of 
the castings supplied by factory 'D' was about 60 per cent. As 
the rejections were heavy a"nd the salvaging involved w.a<>te of 
machining capacity a nd shortfa ll in production, factory 'B' 
decided (December 197 5) to arrange production of vehicles 
with trade supplies alone and later, proposed (April 1976) to 
write off Rs. 33.22 lakhs on account of 7,000 and 5,086 num­
bers of castings for components I and II respectively received 
from factory 'D' and lying unused in factory 'B'. Sanction to 
the write off was awaited (November 1979). 

(b) Similarly, factory 'D' was also supplyi"ng since July 
1967, castings (machined) for components Ill and IV to 

.... 
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factory 'C' till factory 'B' was established ( 1970) and there­
after, to factory '8'. ln these components, the rejecticns 
amounted to Rs. 2.50 lakhs and surplus semis Rs. 2.30 Jakhs. 
The rejections were due to the fact that hardness of the cMtings 
was low and the microstructure did not conform to the drawings 
and specifications. 

( c) Prior to establishment of factory 'B', forgings for 
components V, VI and Vll were manufactured and supplied by 
factory •A' to factory 'C' for machining and utilisation in the 
production of axle assembly. As no forging drawingc; were. 
available, the forgings were being manufactured by factory 'A' 
as per drawings for the finished components. Since 1962 tltese 
machined components were being returned by factory ·C' to 
factory 'A' for eventual use in manufacture of vehicles. Even 
after the establishment of facto•y 'B', factory 'A' continued 
manufacture of the forgi ngs for machining in f.actory 'C' which 
after machining supplied them to factory 'B' (instead of 
factory 'A') for utilisation. In November 1970 factory 'B' 
rece~ved reports from the users on the failure of 
these components. After inves~igation (1971 ) , the defect was 
treated as an isolated case. Later, more defect reports were 
received in July 1973, December 1974 and June 1975. The 
causes of these were investigated only in June 1976 and the 
sample inspection of the forgings revealed, inter alia, cracks, 
improper heat trc.atment, improper microstructure, etc. 
Factory 'B', therefore , discontinued ( 1976) use of the machined 
forgings supplied by factory 'C' and proposed write-off 
(January 1977) of 1,254, 1,371 and 1,098 numbers of defec­
tive forgings for components V, VI and VII respectively ( total 
cost : R s. 3.15 Jakhs). 

The circumstances leading to the rejections of the various 
castings/ forgings mentioned at (a) , (b) and (c) above (cost : 
Rs. 41.17 lakhs ) were investigated by a Board of Enquiry set 
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up by the DGOF in May 1977. The Board in its report of 
September 1978 observed that : 

facil ities in factory 'D ' were ·not adequate for pro­
duction of quality castings; it was .also not properly 
guided by indenting factories, particularly, in resp~ct 
of microstructure required ; factory 'B' also did not 
inspect the castings critically on receipt till failure 
reports were received by it; 

in case of some components. there were no agreed 
forging drawings specifying the condition of forg­
ings; and 

factory 'C' had fa iled to foll ow correct manufacturing 
process during machining and proper inspection m 
regard to " hardness checkings" . 

Components for brake assembly 

Castings for components VJJI and IX wer.i:! being produced 
in factory 'A' since 1959-60. As per original drawings and 
specifications, the castings were to be made by die casting method 
from a part icular alloy of a foreign specification with stipulated 
physical p roperties. Due to non-av.ai labili ty of requi red facil ities, 
fa ctory 'A· manufactured the castings under sand casting process 
using different alloy of d ifferent specification; that deviation was 
done with the approval of the foreign collabor,ator. The casting:;, 
after heat treatment and machining. were being used in produc­
tion of brake shoe assembly. In June 1974, reports on the 
fa ilure of these components were received from the users. On 
detailed investigation ca rried out during 1974 and 1975 in 
consultat ion with the Inspector.ate of V ehicles. it was observed 
th ::i t with the facilities avai lable at factory 'A'. consistency in 
sand castings would not be possible. T he production of castings 
in factory 'A' was, therefore, stopped in November 1975 resultini: 
in accumulation oE finished and semi-fi nished c.a.sti'ngs worth 
R s. 9 .64 Jakhs (provisional assessment). 
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The Ministry of Defence stated (December 1979) that the 
components produced out of castings processed from alternative 
alloy u'nder sand casting method were being used for years 
together without any compla·ints, but that as the sand castings 
by the very nature had the drawback of inconsistency, it was 
decided that the method should be stopped. 

Thus, finished and semi-finished castings worth Rs. 9.64 lakhs 
(provisional assessment) remained unutilised at factories 'A' 
and 'B' besides loss of Rs. 41.17 lakhs on rejections of various 
ca~tings and forgings. 

13. Purchase of defective components for an ammunition 

Factory 'B' was manufacturing part 'Q' of ammunition 'Y' 
from 1967, based on the drawings and specifications obtained 
from a foreign Government under an agreement concluded in 
August 1961 for indigenous manufacture of weapon 'A' and 
connected ammunition ('X' and 'Y' ) . Components I and II re­
quired for part 'Q' were being obtained from the foreign Govern­
ment or indigenous sources. Due to incidence of heavy rejections 
of ammunition 'Y', me'ntion of which was made in paragraph 6 
of the Report of the Comptroller and Auditor General of India, 
Union Government (Defence Services ) for 1973-74, the drawings 
of component I were modified fo February 1976 by the Controller 
of Inspection (Ammunition). The modification was intimated 
(February 1976) to the Director General, Ordn.ancc Factories 
(DGOF) and Factory 'B'. However, in the indents placed 
(April 1976 and February 1977) by the DGOF, these changes 
were not specified in the drawings of component I and two con­
tractc; with the foreign Government were concluded bv the 
Supply Wing of the High Commission abroad (Supply Wing) in 
June 1976 and July 1977 for 40,000 sets of component:; l anc.J 
II (one of each per set) .as follows 
Month in which 
contract concluded 

J une 1976 

July 1977 

Quantity ordered 

- ------
14.500 sets 
(increased to 20,000 
sets in July 1976) 
20,000 sets 

Rate per set 

£52 . 00 for 10,000 sets 
£55. 20 for 4,500 sets 
£57 . 30 for 5,500 sets 
£76.85 
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Against the contract of June 1976, factory 'B' started re.::eiv­
ing component II from September 1976 and component I from 
November 1976. As the revised drawings of component I were 
not forwarded to the Supply Wing nor was the modification t( 
the drawings indicated in the indent/ contract, the foreign Gov­
ernment made the supplies according to the earlier dr.awings and 
specifications. While utilising the components in factory ' B', it 
was observed that the maximum permissible squareness on th<' 
face of compone'nt I had, in certain cases, exceeded the limit 
of 0.038 mm fixed in February 1976. The deficiency was 
inti mated to the Supply Wing through the Ministry of Defence 
in D ecember 1977. The revised drnwings incorporating the: 
modification were also sent to the former in the same month. The 
Supply Wing, however, informed the factory in March l 978 that 
as the revised. drawings and specifications were not given to the 
foreign Government at the time of co'ncluding the contract, these 
were not binding on the supplier. 

In June 1978, the Ministry intimated the DGOF that the 
supplier was bound to dispute the cl.aim for rectification Qf 
defective component I as the modification incorporated in th~ 

drawings had not been communicated and that in view of high 
transit cost and delay involved in getting the defective compo­
nents rectified by the supplier, possibility of getting them recti­
fied, on payment, by indigenous trade might be explored. 

Of the supplies against contract of June 1976, 6,42 l numbers 
of component I (total cost of the sets : Rs. 53.42 lakhs ) were 
supplied in accordance with earlier specification. As regards the 
contract of July 1977 the quantity was doubled (February 1978) 
to 40,000 sets by invoking the option clause. These were required 
to be manufactured strictly in accordance with the revised draw­
ings. The foreign Government, however, claimed (M arch 1978J 
a'n additional amount of £ 2 . 70 (Rs. 43) per component I , in 
case it was manufactured according to the revised drawings, but 
later in June I 978 agreed to supply 20,000 sets out of 40,000 
at the old rate. Factory 'B' started receiving supplies against the 
contract from January 1979 and till August 1979, 15,507 num-
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bers of component I a·nd 15,463 numbers of component II werr 
received. Of them, 7,677 numbers of component l (total cost of 
the sets : Rs. 89.20 lakhs) were, however, rejected during inspec­
t.ion in the factory duri ng July 1979 to September 1979 due tci 

variation in the limit for squareness. 

In October 1979, factory 'B' accepted 10,538 numbers (2,86 l 
and 7,677 numbers against the contracts of June 1976 and July 
1977 respectively) out of 14,098 numbers rejected initially. The 
Ministry stated (December 1979) that these were found accep­
able as per UK gauges on reinspection before getting these 
rectified indigenously and that the likely expend iture for 
rectification of the balance 3,560 numbers would be Rs. 1.78 
lakhs. 

Thu~ , due to delay in communication of changes in the 
drawings of component I, the department is likely to incur an 
extra expenditure o'f Rs. 1.78 lakhs on rectification of 3

1
560 

numbers of compo·nent I. 

14. Manufacture of a fuze for an ammunition 

In May 1958, the Director of Ordnance Services (DOS ) 
placed an education.a.] indent on the Direc~~r Ge"neral, Ordnance 
Factories (DGOF) for 5,000 fuzes of a shell. Later, on an 
assurance giyen by the DGOF for supply of 5,000 fuzes pe.r 
month from March / April 1959, an order for 50,000 numbers was 
placed by the DOS on him in October 1958. This was followc:d 
by another order for 56,000 in July 196 1 ( reduced to 29,400 in 
March 1967) . The production of the 'fuze w.as assigned to 
factory 'A' which, however, supplied only 17,477 fuzes during 
1966-67. 

The fuzes were filled with a composition imported during 
1942 and 1945; though life of the composition had expired, it 
was used in fiUfng the fuzes after it was found serviceable in 
chemical tests. However, about 11 ,000 fuzes (cost : Rs. 8.9Y 
lakhs at current rate) supplied by factory 'A' were found defective 
during annu.al proof of the ammunition and declared unservic~ab!e 
in 1969-70 cycle. The unsatisfactory performa·nce o'f the fuze 
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was attributed ( 1975) by factory 'A' to unsuitability of the 
fiJliog composition, which was earlier found to be serviceable in 
chemical tests. 

During 1967-68 to 1971-72, factory 'A' did not supply any 
fuze due to inadeq uate .and irregular receipts of empty fuze') as 
well as fai lu re of filled fuzes at proof. Nevertheless, 1,755 fuzes 
(cost : Rs. 1.43 lakhs) were supplied ( 500 numbers during 
1972-73 aod 1,255 numbers during 1974-75) . As the filling 
composition was not giving satisfactory performance, further use 
of it was, thereafter (1974) , discontinued. The stock of unused 
composition at the end of N ovemher 1979 was 7 52 kgs. (cost : 
Rs. 0.36 lakJ1). The use of 1,755 fuzes (cost : Rs. 1.43 Jakhs) 
supplied during 1972-73 and 1974-75 is not known. 

As sui table fi lling composition could not be arranged for. 
either by import or by indigenous developme'nt, the fuze was not 
supplied by factory 'A' after 1974. In July 1977, Government 
sanctioned a project (estimated cost : Rs. 6.93 lakhs) for con· 
d ucting trials for fitti ng an alternative fuze to this shell. The 
Ministry of Defence stated (December 1979) that the alternative 
'fuzc had been developed and the DGOF had supplied 12,374 
numbers of these fuzes during 1978-79. 

Thus, the supply of the fuzc since J 958 by the DGOF 
was far from satisfactory. Meanwhile, the provision review 
carried out (October 1978) had revealed a stock of 1.59 lakhs 
of plugged shells (cost : Rs. 2.13 crores). lyi ng in the depots. 
As these shells had very limited use for training, they were held 
for War Wastage Reserve (WWR) purpose, which was also not 
served, as the shells did ·not have matching fuze . 

15. Exh'a c.xpenditure on airlifting of stores 

To meet the requirements of Shaktiman vehicles, under pro­
duction in the ordnance factories (in factory 'M' from early 1959 to 
1970-71 and in factory 'N ' from 1971-72 ) in collaboration 
with a foreign firm for which an agreement was concluded in 

\. 
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September 1958, a certain assembly of type 'A' was being im­
ported from the collaborator. As production of this type of 
assembly was likely to be discontinued by the end of 1974, the 
collaborator recommended (June 1974) to factory 'N' type 'C' 
assembly (in preference to type 'B') in place of type 'A' on 
grounds of its higher load cap.acity and certain technical advan­
tages. After three months in Sep~1~mbcr J 974, factory 'N ' ask­
ed the collaborator to 'forward drawings for three compc'ncnts 
of type 'C' assembly for examining the proposal. Although the 
collaborator forwarded the dr,awings in the same month and 
also communicated (September 1974) the chan)!cs to be made 
in the veh icles to introduce the new assembl y, factory 'N' asked 
the collaborator o'nly in F ebruary 1975 to send 2 samples of 
type 'C' assembly for tri,a.ls. The samples were despatched by 
the co!Jaborator in July 1975; th~ Ministry of Defence staled 
(November 1979) that these did not reach factorv 'N' due to 
short-landing. 

Meanwhile, reports of failu re of type 'A' assembly fi tted 
in a few of the Sbaktiman vehicles were received (July 1975) 
by factory 'N' from the users. In view o( this, the factory 

~ ini tiated action ( July 1975) to import a·notbcr 10 samples of 
type 'C' assembly as prototypes for testing and placed an orclr:r 
on the collaborator in September l 975. But as the part 
number was wrongly quoted as GD-58 instead of GD-63 in 
the order, the collaborator despatched (December l 9·15) 
10 numbers of type 'A' assembly which were received hv the 
factory in March and April 1976. Another order had, therefore> 
to be placed in Ju ly 1976 and 10 numbers of type 'C' assembly 
were received by the factory in May 1977. 

Meanwhile, the fai lures of type 'A' assembly were rcferrnl 
(July 1975) to the collabora tor, who advised (April 1976) the 
factory, after examination of broken samples, to adopt certain 
technical checks o'f all type 'A' assemblie~ fitted in the vehicles 
and to use steeri'ng br.ackets with them. The collaborator also 
suggested (April 1976) to change over to new types of assembly 
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for optimum safety. T he matter was fu rther discussed (August­
September 1976) by the factory authorities with the collaborator 
after a serious accident which took place in March l 976 due to 
breakage df the assembly; the collaborator again advised 
(October 1976) that type 'C' assembly should be introduced 
immed iately as soon as stock of type 'A' assembly was exhaust­
ed. After undertaking _trials (October 1976) with type 'B' ;rnd 
type 'C' assemblies (brought by a representative of the collabora­
tor) , it was decided (October 1976) to i"ntroduce type 'C' 
assembly from September 1977 after utilising the existing stock 
of type 'A' assembly in factory 'N' which was expected to lflst 
up to August 1977. An order was placed on the collaborator 
in Febnwry 1977 for 1,000 numbers of type 'C' assembly f0r 
shipm('nt at the rate of 350, 350 .10d 300 numbers in February, 
March and April 1977 respectively along with other matching 
components, details of which were to be incorporated in the. 
order by a corrigendum, on receipt of deta ils and quotations 
from the collaborator. The matching components ( 1,000 n um­
bers each of components 'X' and 'Y') were ordered on 
30th April 1977 and the delivery sr hedulc was amended stipu­
lating sh ipment of full quantity on order by May 1977. Another 
matching component 'Z' (1 ,000 numbers), shipment of which 
was &tipulated to be completed by May 1977, was ordered on 
2nd May 1977. Subsequently, factory 'N' placed twelve more 
orders during Ju·ne 1977 to March 1978 on the co1Jabora1or 
for 51348 numbers of type 'C' assembly, 2,598 numbers of 
compone nt 'X' and 3,348 number; each of componen ts 'Y' and 
'Z' to be supplied during September 1977 to October J 9n . 

Against the orders placed on the collaborator , supplies start­
ed from August 1977. As in the meant ime ex isting stock 0f 
type 'A' assembly in factory 'N' became critical and consiuer­
able delays were anticipated in receipt of supplies if these wer•.! 
shipped, 1,645 numbers of type 'C' assembly and 1,965, 1,84 7 
and 1,317 numbers of matching components 'X', 'Y' and '.7' 
respective ly had to be airl ifted from tim e to time between 
August 1977 and July 1978 at a total expenditure of Rs. 15.32 

\ 
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lakhs in order to meet production requirements of factory 'N'. 
The balance quantities against the orders were shipped between 
August 1977 and Ja'nuary 1979. The airlifti ng of the storr.• 
involved an extra expenditure of p.bout Rs. 14.73 lakhs a~ 

compared to ocean freight. 

The Ministry stated (Novem!Jer 1979) that the necessity 
o[ introduction of new type of assembly arose due to the failure 
of the existing design. The Ministry added that introduction c f 
new assembly involved attention of a number of technical point!' 
including fitment and running trials etc. and the factory was not 
in a position to take a decision in a hurry without being satisfied 
in all respects. 

Thus, although the collaborator recommended type 'C' 
assembly in June 1974, the factory failed to take prompt action 
in consultation with the collaborator to switch over to the new 
assembly; even when the failures of existing type 'A' assemblies 
were reported (July 1975), adequate action was not taken for 
expeditious trials of the assemblies o'f type 'C' till a serious 
accident due to breakage of type 'A' assembly took place in 
March 1976. The delay in taking decision for the change over 

_-!* from type 'A' to type 'C' assembly and in placing orders on 
the collaborator for type 'C' assembly and its components led 
to an extr,ar expe·nditure of Rs. 14.73 lakhs. 

16. Extra expenditure in purchase of a store 

Against an indent (March 1974) of an ordnance factory, 
the Director General, Supplies and Disposals (DGSD) placed 
an acceptance of tender (A/T) on firm 'A' in October 1974 for 
30,000 kilograms (kgs.) of brass strips at Rs. 33.25 per kg. 
(reduced to Rs. 32 per kg. in January 1975) for supply by 
February 1975. Full quantity of the store tendered for 
inspection by firm 'A' was rejected (4 th February 1975) by 
the Inspector of Metals as the tensile strength of the store was 
below the minimum specified in the Afr. On 10th March 
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1975. firm 'A' requested the General Manager (GM) of the 
factory to recommend acceptance of the substandard store to the 
DGSD. 

Jo view of urgency of requirement and from the point of 
view of end use, the store with lower tensile strength was 
considered (April · 1975) acceptable by the GM on the 
recommendations of the Chief Inspector of General Stores and 
this was intimated to the Inspector of Metals on 23rd April 
1975. The GM also requested the DGSD to extend the delivery 
date suitably to facilitate supply. The DGSD, however, asked 
(May 1975) firm 'A' (under intimation to the GM and the 
Inspector of Metals) whether due to reduction of prices of raw 
materials, reduction of price of Rs. 2.96 per kg. was acceptable 
to it, apart from reduction, if any, involved in accepting the 
stores under deviation. While firm 'A' did not agree to the 
proposal, the Inspector of Metals informed the DGSD in June 
19 "' 5 that the store mi gt! O;! ::icc..:-ptcu um1;· r -~t'\· ; :'.tion on a 
price reduced by Rs. 5,000 (i.e. about Re. 0.17 per kg.) for 
the total quantity ordered and th·:! latter, in turn , amended 
(6th September 1975) the A/T extending the delivery period up 
lo October 1975 and accepti ng the substandard store wi th a 
price reduction of only Re. 0.25 per kg. The substandard stores 
<2~ ,838 .95 kgs.) were dcsp1•c11~d hy tirm ' I\ · ~ n ~·Ith October 
1975. Due to non-supply of the balance, the order for 
remaining quantity was cancelled by the DGSD in March 1976 
at firm's risk and cost. 

Since supply against the A/T was not fortbc0ming, even 
before the Inspector of Metals recommend~d acceptance of r.tore 
on a nominal reduction and the DGSD acted on it, the GM 
placed orders for the same store on firm 'B' for 7,500 kgs. at 
Rs. 28.40 per kg. and on firm 'C' for 5,0QO kgs. at R s. 28 per k:g. 
on 28th May 1975 and on firm 'B' for 66,000 kgs. at Rs. 2g.40 
per kg. on 9th July 1975. 

Firm 'B' completed supply against both orders by June 1975 
and September/October 1975 respectively. The stores tendered 

-~. 
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by firm 'C' against the order of May 1975 were, however, 
initially rejected in November 1975 for lower tensile strength. 
but later accepted (October 1976) as the defects were not 
considered to be such as could affect the ser viceability of the end 
store. 

Although the factory could procure material of the proper 
quality from firm 'B' from June 1975 a t a lower rate (Rs. 28.40 
per kg.), the tDGSD was neither informed of it, nor was any 
request made to cancel the A/T on firm 'A'. T he procurement 

I of the substandard stores from firm 'A' at higher rate (Rs. 31.75 
per kg.) bad resulted in an avoidable expend iture of Rs. 1.42 

~ Iakhs 

The Ministry of Defence stated (February 1979) that 
7 ,500 kgs. of the store received against factory's order of 
May 1975 on firm 'B' were inadequate to meet requirements of 
smooth production flow; that the critical stock position of the 
store eased only in September 1975 when supplies against the 
order of July 1975 materialised and that as such there was no 
occasion for the factory to inform the DGSD about the availability 
of the store at lower cost. The Ministry added (November 1979) 
that factory's orders on firm 'B' were for brass sheets as offered 
by the firm and the DGSD's A/T on firm 'A' was for brass strips 
and that the factory had processed the sheets received from 
firm 'B' into strips and would have incurred extra cost in such 
processing. 

A scrutiny of the records in audit, however, disclosed that the 
store offered by firm 'B' (size 350mm ± 3mm X 2.64mm ± 
0.127mm X 1220mm) in i ts quotation and that contracted for b y 
the DGSD with firm 'A' (size 349.25mm ± 3.15mm X 2.64mm -r 
0.127mm X 1220mm) were of the same size; that the weight per 
piece received from both firms was about 9 kgs. and that the 
iupplies received from both sources were accounted for in the 
iame bin card. The fact, thus, remains that the factory bad 
procured the same store from firms 'A' and 'B' and that befoce 
the delivery date of the order on firm 'A' was extended 
(6th September 1975), supplies (7,500 kgs.) from firm 'B' ud 
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been received (June 1975) and further order of 66,000 kgs. of 
stores was placed (July 1975) on it, again~t which supply was 
expected to be received within one month and was actually 
received in September 1975 (40,000 kgs.) and October 1975 
(26,000 kgs.) . Thus, Government was saddled with extra 
expenditure of Rs. 1.42 lakhs in this purchase transaction due to 
lack of co-ordination between the DGOF and the IDGSD. 

17. Procurement of a store 

In June 1976, a demand for import of 80,670 numbers of 
magnesium alloy billets required in the production of a 
component for an ammunition (types 'X' and 'Y') was placed by 
an ordnance factory on the Director General, Ordnance Factorie~ 
(DGOF); this was followed by another demand (October 1976) 
for 82,922 numbers to cover production requirements of the 
factory till March 1979. 

The demands were simultaneously sent (June and October 
1976) by the factory to the local Accounts Officer (AO) for 
preeheck. The AO, inter alia, observed (July 1976 and 
November 1976) that the demands could not be checked as the 
yearly production programmes for the component were not 
available with him. '!Despite this obser.vation of the AO, the factory 
authorities did not furnish to him all supporting papers and 
information for conducting the check nor did they reply to his 
observations promptly. The matter remained under corres~ 

pondence between the AO and the factory and the two demands 
were cleared in September 1977. After obtaining foreign exchange 
clearance, the DGOF placed operational indents on a supply wing 
abroad in January 1978 (for 80,670 numbers) and March 1978 
(for 82,922 numbers) for procurement of the magnesium alloy 
bi11ets. In May 1978, the latter concluded a contract with 
firm ·'A' for supply of 1,63 ,592 numbers of billets at the rate 
of £ 5.98 (Rs. 94.63) each from end of June 1978 at 15,000 
numbers per month. 

. Meanwhile, the stock of the billets in the ·factory dwindled 
and in September 1977, when the demands were accepted by 'the 

-.. 
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AO, the factory had a working stock of 20,874 billets which 
wore just sufficient to meet production requirements for only 
2 to 3 months. Consequently, the production of the component 
was adversely affected during 1977-78 and the factory could 
produce only 26,876 numbers for type 'X' and 32,659 numbers 
for type 'Y' am.munition against the targets of 40,000 and 36,000 
numbers respectively. There was no stock of billcls in the factory 
during March 1978 to July 1978. Against the contract of 
May 1978 with firm 'A', the supply wing accepted (during June 
1978 to March 1979) in inspection 1,41,513 billets of which 
:W,669 numbers were airlifted during July to November 1978 
due to urgency of requirement and 1,01 ,844 numbers shipped 
were received by the factory during November 1978 to October 
1979. The remaining 22,079 billets out of the contract were 
accepted by the supply wing in May 1979 and shipped in August 
1979. This airlifting of 39,669 billets cost Rs. 17.95 lakhs 
involving extra expenditure of about Rs. 15.85 lakhs as compared 
to the sea freight. 

The Ministry of {])efence stated (November 1979) that the 
demands were processed by the factory in time, but that, due 
to procedural formalities, the AO could not signify his 
concurrence resulting in delay in the placement of the indents by 
the OOOF. The Ministry added' that appropriate action to avoid 
recurrence of such delays in future was being taken. ;' 

Had the demands been processed expeditiously, all relevant 
information furnished in time to the AO for check and the 
indents placed in time on the supply wing, the shortfall in pro­
duction of the component during 1977-78 and consequent airlifting 
of billets involving extra expenditure of Rs. 15.85 lakhs could 
have been avoided. The extra cost on account of increase in the 
cost of billets due to passage of time could not be checked in 
audit. 

18. Procurement of a boiler 

In an ordnance factory, a shop was supplied steam for pro­
duction purposes through a pipe line 2,400 feet long. The long 
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distance from the boiler house caused condensation of steam on 
the wav thereby resulting in set-back in prncluclion, besid s extra 
consurnotion of coal. To obviate these difficulties, a boiler was 
procured (October 1973) fo r the shop at a cost of Rs. 1.98 lakhs 
out of which Rs. 0.14 lakb were yet to be paid (September 
1979). 

T hough supply of the boiler was contracted in Deccmbe·· 
1972 for completion by December 1973 or earlier, the space 
requirement was assessed only after receipt of the boiler and 
the construction of shed to install it, was started only in June 
1974 and completed (cost : Rs. 0.35 lakb) in February 1975. 

The erection of the boiler-was tak\!n up in December 1975, hut 
the installation of steam, oil and water connection was saoctionerl 
(cost: R s. 0.50 lakh) only in September 1976. The erection 
of the boiler and insta!J:ation of steam, oil a-nd water connection 
were completed in March 1979, but the boiler could not b" 
cr·mm!£sioned (September 1979) as the supplier had refused to 
supply the electrical drawings required for the purpose unicss 
the balance of Rs. 0.14 lakh was paid to him. 

The Ministry of Defence stated (Novcmbc:r 1979) that : 

the commissioning of the boiler had been delayed 
as the Mili tary· Engineer Services could not complete 
the laying of steam, water and oil lines by June 1977 
as §.Cheduled due to non-availability of the correct 
type of steam pipes from trade sources in time and 
non-Cooperative attitude shown by the boiler 

supplier in not supplying the electrical drawings, 
which he was to supply as per contract, on the plea 
of delay in payment; and 

delay in construction of the shed could have been 
avoided by adequate advance. planning by technical 
assessment and that suitable instructions were beinJ! 
issued in this regard. 

Thus, although Rs. 2.69 lakbs had been spent, the boiler 
procured in October 1973 had not been commissioned (September 
1979) and the production shop continued to obtain steam from 
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tbe existing boiler house with concomitant set-back in prod uction 
and loss due to extra consumption of coal. The extent of los• 
suffered, however, could not be computed in audit, nor could it 
be indicated by the management. 

J 9. Manufacture of dcfccth·c cartridge cases fer an ammunitmn 

In paragraph 6 of the Report of the Comptroller and Auditor 
General of India, Un;on Government (Defence Services) for the 
year 1973-74, mention was made of the shortfall in production 
of ammunition 'X' in factory 'A' and defective manufacture of 
its shell in factory 'B' thereby resulting in import of another type 
of ammunition (in lieu of type 'X') at a total cost of about 
Rs. 6.42 crores during October 1968 to July 1971. 

For the manufacture of ammunition 'X' in factory 'A', factory 
'C' supplied 53,320 numbers of cartridge cases during April 1967 
to July 1971 and factory 'D' supplied 2,095 numbers in 
1969-70 and 2,97,473 numbers during 1971-72 to 1978-79. In 
August 1973, the user units reported unsatisfactory performance 
of ammunition 'X' on firing as the cartridge cases supplied by 
factory 'D' had developed cracks and splits at the mouth. Later 
(July 1974) when major defects of the cartridge cases werr 
reported by the units, samples of cracked and empty cases were 
sent ( October 1974) to the Controller of Inspection (Metals) 
who, after metallurgical test, reported (D ecember 1975) to the 
Controller of Inspection (Ammunition) that the failure of th!' 
cartridge cases was due to stress corrosion which was stated 
( 1977) to have developed during storage as the correct 
manufacturing method or process schedule was not followed. 

On receipt of intimation from the Inspectorate of Metals in 
February 1976 regarding cracks and defects in the cartridge cases, 
factory ID' adopted remedial measures in May 1976. Factory 'D' 
intimated (March 1977) the Director Genera], Ordnance 
Factories (DGOF) that its process schedule was based on the 
one forwarded to it by factory 'C' which did not supply to it 
the manual indicating the correct manufacturing method. Later, 
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factory 'D ' found (June 1977) on an examination of the manual 
since supplied (March 1977) to it by factory 'C', that the process 
schedule sent by factory 'C' was not based on the manual and 
had certain omissions. In December 1977, at the instance of 
the Ministry of Defence, the DGOF set up a Board of Enquiry. 
to investigate into the causes and circumstances leading to the 
defective manufacture of cartridge cases by factory 'D' and t0 
fix responsibility. The report of the Board of Enquiry, which 
was due for submission by 20th February 1978, was still awaited 
(November 1979). 

Meanwhile, after a firing trial was conducted in April 1977 
with ammunition 'X' held in the depots and assembled with 
cartridge cases ma nufactured in 1971 to 1976, the Directer cf 
Inspection (Armaments) stated (May 1977) that the cartridge 
case~ produced by factory 'D' during 1971, 1972 and 1973 
would need replacement. Ammunition 'X' assembled with 
cartridge cases of 1974, 1975 and pre-July J 976, however, gave 
satisfactory performance during the firing trial, but since these 
cartridge cases were liable to stress corrosion with passage of 
time, it was recommended (June 1977) that these might be 
utilised at the earliest possible moment and that at the annual 
inspection of the ammunition, ten rounds from each year of 
manufacture, viz 1974, 1975 and pre-July 1976 might be 
subjected for check firing to consider their further retention in 
service. In pursuance of the above recommendations, the 
!Director of Ordnance Services placed (October 1977) an indent 
on the DGOF tor replacement of cartridge cases of 83,000 
numbers of ammunition 'X' available in the depots and assembled 
with cartridge cases supplied by factory 'D' during 1971 to 
1973. As stress corrosion and subsequent cracks in the cartridge 
cases produced by factory 'C' were also reported (August 1978), 
the DGOF 'was requested (November 1978) to arrange replace­
ment of the cartridge cases of another 11,829 numbers of 
ammunition 'X'. The estimated cost for replacing 94,829 
cartridge cases was Rs. 2.70 crores. The result of annual 
inspection of ammunition 'X' assembled wi th cartridge cases of 
1974, 1975 and pre-July 1976 was not known. The Ministry of 
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Defence stated (December 1979) that owing to technological 
limitation, the stresses which remained in the cartridge cases 
owing to non-observance of the correct process schedule and 
later aggravated in storage in the depots could not be detected 
during inspection/acceptance. 

For the replacement work, an indent for import of 50,000 
brass blanks for manufacture of new cartridge cases placed 
(March 1978) by the DGOF on a supply mission abroad was 
covered by a contract concluded (January l 979) with fi rm 'M' 
at a total cost of Rs. 83.42 Jakhs to be delivered during April 
1979 to July 1979. The supplies were awaited (September 
1979). Meanwhile, factory 'A' had replaced 22,883 defective 
cartridge cases (out of 94,829 numbers) till September 1979 
by supplies from factory 'D'. 

The case disclosed the following main points : 

Although defects in the cartridge cases were noticed 
in A ugust 1973, immediate investigation to locate 
the causes was not made. lt was only after mar.r 
defects were noticed in July 1974 that metallurgical 
test of the cartridge cases was undertaken to ascertain 
the causes and remedial measures were taken in 
M ay 1976. 94,829 numbers of arrumin ition 'X' 
were considered unsuitable for use pending replace­
ment of their cartridge cases; the estimated cost of 
replacement was about Rs. 2. 70 crores. 

A Board of Enquiry set up in December I 977 w 
investigate the matter and subm it the report by 
F ebruary 1978 had not submitted its report till 
November 1979. 

20. Procurement of a defective component from trade 

Mention was made in paragraph 34 of the Report of the 
Comptroller and Auditor General of India, Union Government 
(Defence Services) for the year 1977-78 of the unsatisfactory 
performance/grounding of Shaktiman vehicles ( 3-ton) produced 
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in a vehicle factory (in ordnance factory 'X' from early 1959 
to 1970-71) in collaboration with a foreign firm due to failure 
of cast hubs which were manufactured in factory 'Y' and 
procured from other agencies. 

It was noticed in test-check in audit conducted during Apri l 
to December 1978 that push rod assembly, another component 
of Shaktiman vehicle, was being imported from the collaborator. 
In September 1972, the Department of Defence Supplies (DDS) 
placed an order on the indigenous firm 'A' for supply to the 
vehicle factory 1, 15,200 numbers of the component at the rate 
of. Rs. 6.22 each plus taxes. As per order, firm 'A' was lo 
submit pilot samples within six weeks from the date of order 
to the Inspector of Vehicles. Central Zone (Inspection Authority) 
for clearance and make bulk supplies within six weeks of the 
approval of the samples at the rate c.,f 5,000 numbers per month 
to be increased to 10,000 numbers per month in three months 
time. The components were to be in.1;pected, before supply, at 
the firm's premises by the Inspec~or of Vehicles, North Zone 
(Inspection Officer) . 

Sealed drawings of the component were supplied by the 
vehicle factory to firm 'A' and the Inspection Authority iOfficer 
in November 1972. Sealed samples of imported component 
were also sent to firm 'A' in December 1972. The pilot samples 
submitted (December 1972) by firm 'A', after being put to 
fitment trials in the vehicle factory, were found to be generally 
acceptable and were cleared by tbe Inspection Authority in 
January 1973 subject to use of correct material during bulk 
supply. Bulk supplies of the component commenced from 
January 1973 and till August 1973, out of 67,080 numbers 
accepted by the Inspection Officer, 50,717 numbers were 
received by the vehicle factory. 

The components, on receipt, were accepted by the vehicle 
factory on the basis of inspection notes issued by the Inspection 
Officer. However, while utilising the components in production 
during April 1973 to August 1973, defects were noticed in them. 

-
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The factory intimated (August 1973) to the D irector of 
Inspection, Vehicles and the Inspection Authority /Officer that 
the components supplied by firm 'A' were neither as per d rawings 
and specification, nor as per scaled samples. The Minislry stated 
(November 1979) that in the absence of any inspection criteria 
and detailed method to check various critical parameters of the 
item, the Inspection Officer accepted the stores as a general 
engineering item based on the information given on the drawings. 

The matter was taken up (August 1973) with firm 'A' which 
agreed to rectify the defects, but in January 197 4, when a 
rectified lot of 4,180 numbers sent by fi rm 'A' wi thout being 
first inspected by the Inspection Officer (at the premises of the 
manufacturer) was inspected by the Inspection Authori ty (at the 
factory) , cracks in the lower ends of 672 numbers were observed . 
When the resuJts were intimated to the Inspection Officer (at the 
firm's premises), he stated (April 1974) that the defects in the 
components were due to faulty heat treatment provided in the 
drawings; this was, however, not accepted (June 1974) by the 
factory. 

Meanwhile, supplies of the component from firm 'A' were 
continued to be accepted by the Inspection Officer and by May 
1974 firm 'A' had completed supplies of 1,14,680 numbers as 
ordered. During January-February 1975, the entire stock of 
supplies received from firm 'A' was rechecked by a team 
consisting of representatives of the Inspection Authority/Officer, 
vehicle factory and firm 'A'. After rechecking, supplies, which 
were found to be visually acceptable, were traced out, but as 
later, defects (particularly ends getting loose) were noticed (July 
1975) in such supplies also, the usage of the component was 
completely stopped in October 1975. Efforts made thereafter 
(November 1975) to utilise the components after brazing of the 
ends also did not succeed . Consequently, out of 1, 14,680 
numbers of the component supplied by firm 'A', 88,533 numbers 
(cost: Rs. 5.88 lakhs) had been lying since May 1974 in the 
factory (54,761 numbers) and in the firm's premises 
(3 3,772 numbers) being unsuitable for use. 
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A Board of Enquiry set up by the nepartment of Defence 
Supplies in May 1978 had, inter alia, concluded in its reporl 
(August 1978) that : 

technical competence of firm 'A' to manufacture t he 
component was not specifically determined before 
placement of order; 

insp ection criteria were not spelt out either by the 
vehicle factory or by the fnspection Authority; 

firm 'A' could not be held responsible for rejec tion 
of the components cine to heat t reatment a~ rer 
drawings which later turned out to be incorrect; 

for rejections due to other causes ( incorrect 
dimensions and shape, rough surface finish, .etc.), 
although the firm was responsible, it would be 
difficult physically lo segregate the supplies on th:i t 
basis; and 

it would not be correct to reject outright all the 
suppl ies made by the firm and that their rectification 
by the firm might be tried out on payment. 

In November 1978, the vehicle factory had i~sued 

300 numbers of the component for rectification by the firm as 
pilot sample. A few samples were rectified and tested, but were 
still not found acceptable (November 1979) . 

The Ministry of Defence stated ( November 1979) that the 
firm had not made any progress in rectifying the defects of the 
components, but had given a legal notice disowning its liability. 
The Ministry added that the .findings of the Board of Enqui1 y 
were under exa mination and final views on them were yet to o:: 
taken. 

Meanwhile, the factory had continued to use component-; 
imported at a very high cost of about Rs. 80 each (against the 
indigenous rate of Rs. 6.22) apart from 88,533 numbers of 
defective component (cost : Rs. 5.88 lakhs) lying unused since 
May 1974. 

' 
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21 . Procuremeut of an im(Y.>rted forging machine 

In August 1964, factory 'A' placed a demand on the Director 
General, Ordnance F actories (DGOF) for J1focurcment or a 
forging machine in replacement of two existing hydraul ic presses. 
The new machine was stated (August 1964) to be urgently 
required for the manufacture of filling plugs for ammunition 'X' . 
components for trucks and tractors, etc.; the DGOF, however, 
placed an indent on the Director General, Supplies and D~posals 

(DGSD) in April 1966. The D GSD placed an order on a firm 
in October 1966 for supply of the machine within eight month5 
ot receipt of import licence at a total cost of Rs. 13.25 lakhs. 
The import licence was issued to the firm in March 1967 and 
the delivery date was revised (June 1967) to F cbrnary 1968. 

In the meantime, in November 1965, the setti ng up of a new 
factory was sanctioned; it was to go into production in November 
1968 to augment the production of trucks and to centralise the 
manufacture of their components in one place. In {December 
1965, it was decided to entrust a pul)Jic sector undertaking with 
the manufacture of the tractors and in pursuance to this decbion 
sanction was issued in October 1966 to transfer the assets or the 
manufacturing ordnance factory to the public sector undertaking. 
The DGOF, however, failed to review the necessity for the 
forging machine in the context of ~he aforesaid developments 
before placing of the indent. The manufacture of tractors in 
the ordnance factories was discontinued from September 1968. 
The new factory set up for manufacture of trucks and their 
components started production from 1970 and the order~ for 
truck components on factory 'A' graduaJ!y decreased ari'd final ly 
ceased by l 975. There was also no order for filling plugs for 
ammunition 'X' on factory 'A' since 1972-73. 

The new forging machine received in factory 'A' in 
September 1967 was erected (cost : R s. 3.23 lakhs) only in 
March 1971 as there was no separate gang for erection of new 
machines and priority was given to the maintenance work to Qet 
committed production . Since erection, the new machine w;s, 



however, not used at all except for trial runs during 1971-72. 
The production of components for trucks was stated (July 1979) 
to be "practically negligible". The machine was declared surplus 
in January 1978 and offered to other ordnance factories for 
utilisation, but no response was received. Efforts so far 
(November 1979) made to utilise the machine for alternate 
purpose have also not been successful. 

Thus, the failure of the DOOF to review the continued 
necessity of the forging machine in the changed circumstances, 
i.e. discontinuance of manufacture of cmnponents for trucks and 
tractors resulted in an unnecessary expenditure of Rs. 16.80 lakhs 
( including freight etc.) incurred on its procurement and erection. 

The Ministry, while accepting (December 1979) the facts, 
stated tha t the Ordnance Factory Board had been requested to 
intimate steps proposed to be taken bv them for ensuring utilisa­
tion of the machine. 

-. 
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CHAPTER 4 

WORKS AND MILITARY ENGINEER SERVICES 

22. Delays in rcvisioa of recovery rate of water 

Mention was made in paragraph 16 of the Report of the 
ComptroJ.!er and Auditor General of India for 1970-71, Union 
Government (Defence Services) about losses resulting from 

J delay in revising the all-India flat rates for electricity supplied by 
the Military Engineer Services installations. T he position in 

::: regard to revision of the all-India fiat rate for water is indU:;ated 
below. 

.. 

The all-India fla t rate for water is determined with reference 
to the average all-India unit cost obtained from the cost acccunt' 
of the installations, which are compiled and consolidated 
annually. The all-India fla t rate for water was fi xed in April 
1953 at 22 paise per 1000 litres; this ra te was revised to 
30 paise in July 1969, 35 paise ;n Cctober 1971, 50 p:iise in 
April 1973 and 55 paise in April 1976. According to the 
Ministry of Defence, since the profits accruing from the rates 
charged for supply of electricity during the period 1953 to 1 96~ 
offset the losses resulting from supply of water, no revision. of 
the all-Jndia flat rate for water for tbe period was made. F or 
the years 1963-64 to 1966-67, the Engineer-in-Chief <E-in-C) 
initiated in November 1973 a case for regular isation of the losses 
amounting to R s. 54.18 lakhs due to non-revision of the rate 
for water supply. On a suggestion made (July 1974) by the 
Ministry of Defence for review of the all-India flat rate annually, 
the matter was discussed in a meeting held on 8th Novembe r 
1974, wherein it was decided that the E-in-C would review the 

existing method of working out the rates and that action would 
be taken for regularisation of losses. The Ministry of Finance 
(Defence) expressed (March 1976) its concern over the delay 
in carrying out this review and regularising the losses involved. 

53 
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Anticipating that, with the revision of the all-India flat rate 
of water from J st Apri l 1973 and 1st April 1976, further losses 
were likely to be wiped out, the :Ministry of Defence asked 
(September 1976) the E-in-C to initiate action for the write-off 
of losses which had accumulated during the period 1963-64 to 
1972-73. No action to this effect was taken and the E-in-C 
stated in June 1978 and April 1979 that regularisation of such 
losses was not envisaged in the existing Government regulations, 
that Jong procedural delays were involved in the process of 
revision of the all-India flat rates, that the periodicity of revie\v 
of the all-India flat rate had not been laid down in the 
regulations and that nobody could be held responsible for the 
delays. 

In a meeting held in the Ministry of Defence on 26th February 
1979, the Quarter Master General and the E-in-C were asked 
to formulate fresh recommendations on the method of working 
out of all-India fla t rate of water. Fresh recommendatioM in the 
form of a 'package proposal' submitted by the Quarter Master 
General and a proposal for revision of the all-India flat rate of 
water to 80 paise per 1000 litres were stated to be under 
consideration (August 1979) . 

According to the Ministry, losses for the years 1963-64 to 
1976-77 amounted to Rs. 73 .98 Jakhs. Figures for lo~ses 
beyond 1976-77 were not available as audited copies of annual 
returns for water supply installations bad not yet been received 
(August 1979) in the E-in-C's branch. 

The Ministry of Defence stated (August 1979) that due to 
long procedural delays of 2 to 3 years involved in the revision 
of all-India flat rates, it was not feasible to revise these rates 
annua11y. The Ministry added (September 1979) that none of 
the proposals projected since 1974 regarding the method of 
working out the a11-Jndia flat rates could be made effective as 
the same were either impractical or difficult to implement. 

Thus, Government suffered a loss of Rs. 73.98 lakhs up to 
1976-77 and would continue to :;11ffer further losses due to 
delays in revision of water rate. 
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23 . Avoidable extra expenditure due to delay in finali~ation of a 
building contract 

Against two sanctions aggregating Rs. 39.10 lakhs (accorded 
in November and December 1972) for provision of accommoda­
tion for married Army personnel at a station and the lcchnical 
sanctions of Rs. 34.44 lakhs (accorded in January 1973 and 
September 1975), a combined tender was floated (June 1976) 
by a Zonal Chief E ngineer (Zonal CE); ·the lowest offer (Rs. 39.62 
lakhs) was from firm 'X' and it was valid for accq;tance for one 
month from 30th August 1976 (the date on which tenders were 
opened). As this was the first tender for multi -storcyed cons­
truction received in the Zonal CE's office during th;! last 4 years, 
the scrutiny of the tender to ascertain the reasonableness of the 
rates could not be completed within the stipulated validity period 
of the offer (29th September 1976) and the case was rclerred only 
on 21 st November 1976 to the Engineer-in-Chief (E-in-C) for 
obtaining financial concurrence; it was also ind:cated in the 
reference that firm 'X' had been requested (October 1976) to 
keep the offer open up to 31st December 1976. On 25th 
November 1976, firm 'X' agreed to keep its offer open up to 
15th December 1976 only and to consider further extension later 
on; this was, however, not communicated to the E-in-C at that 
time. The financial concurrence to the acceptance of the lowest 
tender was communicated by the E-in-C to the Zonal CE on 24th 
Decembel' 1976. The contract could not, however, be awarded 
to firm ·x• as it did not agree (27th January 1977) to keep the 
offer open beyond 15th December 1976; this position was inti­
mated to the E-in-C on 9th February 1977. 

On further tendering in April and July 1977, tender of firm 
·z• for Rs. 46.48 lakhs was found (September 1977) to be the 
lowest. This was forwarded by the Zonal CE to th.e E-in-C in 
October 1977 for obtaining financial concurrence which was 
communicated by the latter on 6th December 1977. .I\ contract 
was accordingly concluded with firm 'Z' on 12th December 1977 
for Rs. 46.48 lakhs. 
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The Minjstry of Finance (Defence), while agreeing to the 
acceptance of the lowest tender of Rs. 46.48 lakh~, observed 
(December 1977) that laxity / delay in processing the case result­
ed in extra expenditure of Rs. 6.86 lakhs and wanted responsi­
bility to be fixed for the delay. 

The Ministry of Deknce stated (October 1979) that the Zonal 
CE had progressed (November 197 6) the case fo:· obtaining fin­
ancial concurrence on the assumption that the contractor would 
extend the validity date further (i.e. up to 31st December 1976). 
The Ministry added that as there was no irregularity involved, 
the question of taking disciplinary action against any one did net 
arise. 

Had the tender of firm 'X' for Rs. 39.62 lakhs been processed 
without delay and had the fact of the offer being open up to 
15th December 1976 only been reported by the Zona! Chief 
Engineer to the E-in-C soon after 25th November 1976 to enable 
the E-in-C to obtain financial concurrence before 15th December 
1976, the extra expenditure of Rs. 6.86 lakhs c1)uld have been 
avoided. 

24. Irregular award of a contract 

A Zonal Chief Engineer (Zonal CE) invited applications for 
issue of tenders for a work (estimated cost : Rs. 20.82 lnkhs) 
with last date of receipt as 12th April 1971. Out of 3 applica­
tions received from enlisted contractors, tenders were issued (4th 
May 1971) to two of them as the third one was a 'B' class con­
tractor ; besides, tenders were also issued to four other enlisted 
contractors who did not apply for them in order to stimulate com­
petition. Simultaneously, the Zonal CE asked one firm 'Z' 
(which had earlier applied for enlistment) to furnish particulars of 
e<¥lier work done and solvency certificate, if it was interested in 
tendering for the work. Firm 'Z' responded, but since the pa~·ti­

culars furnished by it were incomplete, it w::is decided (2 l st 
May 1971) to issue the tender provisionally to firm 'Z' subject 
to its withdrawal 15 days prior to the stipufated date of receipt 
of tenders (29th June 1971) if solvency particulars were not 
received within a week. Despite non-receipt of the particulars, I 
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the tender of firm 'Z' for Rs. 29.91 Jakhs was considered on 29th 
June 1971 as it was the lowest. A solvency cer.tificatc was 
issued (August 1971) by a BanJc for Rs. 2. 90 lakhs only in 
favour of firm 'Z'. A report about the work done elsf'where 
by firm 'Z' earlier was received in September 19711 but it d id 
not indicate the amount of work done. Although contractors 
enlisted in the M ilitary Engineer Services ((MES) on regular basis 
for works costing above Rs. 20 lakhs were required to possess 
assets exceeding Rs. 10 lakbs, firm 'Z ' (having a solvency certi­
ficate of only Rs. 2.90 Jakhs) was provisionally enlisted (Decem­
ber 1971) for this particular work and a contract concluded 
with it for Rs. 28.92 lakhs. 

During April-June 1972, the Garrison Engineer supervis­
ing the w.ork issued notices to firm 'Z' regarding its unsatisfac­
tory performance ; in September 1972, the work had come to 
a stand-still. Despite further notices issued to firm ·z• and 
extension of time granted up to 20th July 1973, the performance 
was found to be ta rdy. The contract was, therefore, terminated 
with effect from 2 8th December 1973 at the risk anc.I cost of 
firm 'Z'. The residual work (value : Rs. 9. 13 lakhs) w::is got 
completed (January 1975) at the risk and expense of firm 'Z' 
at a cost of Rs. 14.62 lakhs. F irm 'Z' went into liquidation 
by an order (January 1975) of the High Court and recovery of 
dues of Rs. 6.60 lakhs on account of extra risk cost, other dues, 
P.tc. from firm 'Z' had not been made (November 1979) . 

The Ministry of Defence stated (November 1979) that the 
tender was issued to fi rm 'Z' as the minimum requirements for 
issuing the tenders were generally met with and that provisiona l 
enlistment was done for this particular work after safeguarding 
Government interests by taking adequate security deposit of 
Rs. 0 .52 lakh. 

The case disclosed the following points : 

firm 'Z' (not on approved list of contractors) was 
issued tender documents even before the rcceip~ of 
solvency particulars ; 
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the contract (value : Rs. 28.92 Iakhs) wc:s awarded 
to furn 'Z ' after provisional enlistment for the work 
on the basis of solvency certificate for Rs. 2.90 
Jakhs only even though the contracror5 enlisted in 
the MES on regular basis for works costing above 
Rs. 20 Iakbs were required to possess assets ex­
ceeding Rs. 10 lakhs ; and 

the amount of Rs. 6.60 lakhs on accoun: of extra 
risk cost, other dues, etc. was yet ( November 1979) 
to be recovered from firm 'Z'. 

... 

-

.. 

• 



CHAPTER 5 

PROCUREMENT OF STORES AND EQUJPMENT 

25. A voidable extra cost on procurement of aircraft spares 

(A) l'n March 1974, the Air Headquarters place,! an indent 
J on a public sector undertaking for supply of 6 items of rotables 

(estim ated cost : R s. 8.44 lakhs) required for u s~ in a certain 
:::' type of afrcraft . In response to an enquiry mat!~ by the under­

tak ing in May 1974, a foreign firm quoted (27th June 1974) a 
total price (fob) of R s. 18.29 lakhs for these 6 items of rotables 
for delivery within 20 months ; the offer was val itl for 90 days 
(i.e. up to 27th September 1974). 

Since the price quoted (Rs. J 8.29 lakhs) far exceeded the 
esti mated cost (Rs. 8.44 Jakhs), the undertaking requested the 
Air Headqua1ters on 10th July 1974 to communicate their 
acceptance of tbe quotation at least one month befor~ tbe ex­
piry of the validity of the offer. It was only on 23rd Septem­
ber 1974 that the Air Headquarters cancelled 2 of the 6 items 
and requested the undertaking to proceed with the procurement 
of the remaining 4 items (total cost of which computed with 
reference to the firm's quotation worked out to R s. 5.25 Jakbs) . 

Tbe undertaking pl aced an order on the firm for supply of 
4 items on 25th November 1974, i.e. about two months after 
the expiry of validity date of the offer. The firm declined to 
accept the prices originally quoted and increased the price of 
the 4 items to Rs. 6.83 Jakhs. After obtaining acceptance of 
the revised rates from the Air Headquarters, th:! undertaking 
informed (August 1975) the firm accordingly. T he items were 
dcsp:'tlched during October 1975-February 1976. Thus, the 
delay in acceptance of the firm's original quotation resuJted in 
extra expenditure of R s. 1.58 Jakhs. 

59 
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(B) Based on an indent placed by the Air Headquarters in 
March J 974, an overseas Supply Mission made trade: enquiries 
in June 1974 from two foreign proprietary firms--'A' and 'B'­
for supply of 5 items of spares for an aero-engine. Finn 'A' 
quoted (18th July 1974) £6,999.58 (Rs. 1.33 lakhs) for 2 
items, offer being valid for 90 days. Firm 'B' qu~ted (12th 
July 1974) £41,882.62 (Rs. 7 .94 Jakhs) for lhc remaining 3 
items, offer being valid up to 3 l st October 1974. 

Since the rates quoted by the two firms were more than 
50 per cent of the total estimated cost (Rs. 5.42 lakhsj, the 
Supply Mission requested (19th August 1974) the Air Head­
quarters to commun icate acceptance of the quotation:; :rnd to 
arrange provision of additional foreign exchange befcre 31st 
August 1974. The Air Headquarters referred the offers to the 
consignee unit on 9th September 1974 for review of the require­
ments. Due to non-receipt of this communication by the con­
signee unit and correspo ndence exchanged subseq uently with 
the Air Headquarters, final reply of the unit was received only 
on 30th November 1974. 

Jn the meantime, the validity periods having expired on 15th 
October 1974 (firm 'A') and 31st October 1974 (firm 'B'), firm 
'A' increased (December 1974) the price of one of the two 
items by about 18 per cent while fil'm 'B' increased (November 
1974) the prices of all the 3 items by 12-} per cent. On 5th 
December 1974, the Air Headquarte rs informed the Supply 
Mission about reduction in the quantities of the 4 items for 
p rocurement at enhanced rates. The spares were, thus, pro­
cured at an additional cost of £ 3,153 .71 (Rs. 0.60 lakh) against 
contracts placed with firms 'A' and 'B' in December 1974. 

-\ ) 

--

While accepting the facts, the Ministry of Defence stated 'I. 
(November 1979) that the validity period was not related to the 
time required for processing the cases administratively. The 
orders were, however, placed after the expiry of validity period 
of the quotations without getting the validity date(s) extended. 
Thus, due to delay in acceptance of offers, there was an extra 
expenditure of Rs. 2.18 lakhs in the two cases. 
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26. Wasteful expenditure on procurement of imported airtrart 

spares 

In view of Jow reliability of the propeller system fitted to a 
transport aircraft, the Air Headquarters considered (1972) the 
need for its change-over to a different type of propeller system 
available abroad. This matter was, however, not pursued since 
it was then anticipated that the aircraft would be phased out 
by 1973-74 (although Government had approved in October 
1971 that the aircraft would continue in squadron service up to 
1975-76). 

Due to uncertainty in the selection and induction of a 
suitable replacement, the existing transport aircraft was continu­
ed beyond 1973-74. A special provision review of the spares 
required for the aircraft for 5 years (up to June l 979) was 
carried out (June 1974) by an Air Force equipment depot and 
the requirements of spares (including those for the propeller 
system), thus worked out, were communicated to the Air 
Headquarters in August 1974. After obtaining clearance of 
the Ministry of Finance (Defence), the Air Headquarters placed 
(February 1975) a requisition for 99 items of these spares 
(total estimated cost : Rs. 80.16 Jakhs) on a fQreign Govern­
ment (through its Embassy in India) with a copy to the Supply 
Wing of the Indian Embassy Jocated in the foreign country. 

In June l 975, the Air Headquarters advised the foreign 
Government's Embassy in India to reduce the quantity ordered 
in respect of one of the items of spares, viz. 'gear pump assemb­
Jy', from 600 to 200 numbers, but failed to advise the Supply 
Wing of the I.ndian Embassy abroad simultaneously of this re­
duction. Thi·s reduction in quantity was reiterated by the Air 
Headquarters in October 1975 when proposal for change-over 
from the old to the new propeller system was moo!ed by the 
Air Headquarters. 

Two months later (December 1975), the Supply Wing of the 
Indian Embassy advised the supplying agency of the foreign 
Government to arrange supply of the items demanded except 
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'gear pump assembly' and simultaneously requested the Air 
H eadquarters to review the requirement of 600 numbers of this 
item, which appeared to be excessive. On 6th February 1976, 
the Air Headquarters replied that the r.equirement of this item 
had already been reduced to 200 numbers and that on further 
review, the same be treated as cancelled in toto. This was 
communicated by t11e Supply Wing of the IndiJn Embassy to 
the supplying agency by telex on 20th February 1976. No 
follow-up action was, however, taken. 

1'n Febru ary 1977, the supplying agency .informed the Indian 
Embassy that it was in receipt of the request fo~ cancellation, 
but as the item was stiH on contract, almost 100 per cent termi­
nation charges would be Jeviable in the event of cancell ation of 
the contract. While the matter was under correspondence with 
the fore ign Government, the supplying agency despatched the 
reduced quantity of 200 numbers of the item (total cost 
R s. 14.95 lakhs) during June-August 1977. 

T he M inistry of D efence stated (October 1979) tha~ it was 
not a fai lure of the follow-up action, but fai lure of the com­
munication system that resulted in no action being taken by the 
supplier on the request for cancellation of the item (gear pump 
assembly). The Ministry added (December 1979) that out of 
the remaining 98 items ordered in February 1975, items valuing 
about Rs. 25 lakJ1s had become redundant due to change-over 
to the new propclJer system. 

The following points emerge from the above : 
spares required for the aircraft (including the old 
propeller system) for 5 years (up to June 1979) 
were ordered (February 1975) without reviewing 
the necessity for change-over to the new propdlf'r 
system ; and 

the quantity ordered (600 Nos.) of gear pump 
assembly for the old propeller system was reduced 
(June 1975) to 200 Nos. within a period of 4 months 
and subsequently (February 1976) cancelled in 

.. 
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toto, however, failure to ensure timely cancellation 
of 200 Nos. of this item resulted in wasteful expen­
diture of Rs. 14.95 lakhs. Besides, other items 
valuing about Rs. 25 lakhs had also become redWl­
dant due to change-over to the new propeller 
system. 

27. Iniructuous expenditure on procurement of defective ammu­
nition 

Against the requirements intimated by the Director of 
Ordnance Services (DOS), the Military Adviser attached to an 
Indian Mission abroad accepted in July 1966/ January 1967 the 
offer of a foreign Government for supply of 16,000 rounds of 
service ammunition (8,000 rounds at £ 50 each for new pro­
duction and the balance 8,000 rounds at £45 each from the 
existing stocks) and 11 ,000 rounds of its practice version (at 
£39 each) at a total cost of £ 1, 189,000 (Rs. 2.50 crores). 
The offer in respect of service ammunition from exJsting stocks 
was subject to the following conditions : 

the ammunition would not be more than 2 years 
old at the time of issue ; 

the residual shelf-li fe of the ammun it ion 
" tracer" would be at least 10 years and 
respectively at the time of issue ; and 

and the 
5 years 

the supplier would give a guarantee in resp~ct of 
the above two conditions. 

The service ammunition (16,000 rounds) and its practice 
version (11,000 rounds) were received in India in different con­
signments during January 1968-0ctober 1969 and March 1968 
respectively. On check-proof inspection during April 1968-­
December 1969, the performance of the service am munition was 
found to be satisfactory except the "tracer functioning". Jn 
two lots containing 3,850 (out of 8,000) rounds of the service 
ammunition, which were subjected to inspection during April 
1968, the tracers were found to have been fitted during 1958-
1961. T he normal shelf-life for this type of tracers being 7 
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years, the same had expired at the time of receipt in 1968-69. 
Thus, ;Jthough the condition of residual shelf-life of 5 years for 
the tracer at the time of issue was not fulfiUed, the ammunition 
was declared (May 1968) fit for issue as it was assigned a fur­
ther shelf-life of 5 years on critical examination by technical 
authorities and as such no claim was preferred on the supplier. 

During firing in August 1973 at a station, the service ammu­
nition was found to suffer from certain defects. Thereafter, 
trfals were conducted (August 1974) in the presence o( a team 
of representatives of the supplier, which attributed the defects 
mainly to moisture. The team, however, suggested that the 
defects could be rectified by fitting anti-friction ring:> to the 
grooves of the ammunition. 

In February 1975, five rounds of the ammunition were air­
lifted to the supplier for investigation. The supplier reiterated 
the views expressed earlier by the team. On the request of th~ 
D OS, the supplier agreed (September 1975) to supply anti­
fricti on rings free of charge and the same were received in India 
in M.arch 1977. 

Jn the meantime, the inspection authorities, on being con­
sulted, stated (December 1975 and February 1976) that the 
fitting of anti-friction rings would in no way improve the over­
all performance of the ammunition as opening of hermeticaily 
sealed containers for fitting of anti-friction rings would expose 
the ammunition to atmoshpheric conditions and moisture which 
might further• cause deterioration to the ammunition. 

Jn April 1977, 3,459 (out of the existing sleek of 7,678) 
rounds of service ammu nition were fou nd lo require retracing. 
The Di:·ector General, Ordnance Factories having declined to 
undertake repair of the defective ammunition and also due to non­
availa biJity of adequate repair facilities in the ordnanc~ depots, 
the Army Headquarters decided (July 1977) that defective ser­
vice ammunition would be utilised for training purposes at 100 
per cent training scales instead of the restricted scale of 50 per 
cent. 

-. 
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The case disclosed the following interesting points : 

The agreement for the supply of ammunition did 
not stipulate any warranty period during which the 
defective ammunition could be replaced or repair­
ed at the cost of the supplier. 

Tracers fitted to the ammunition did not ful fi l the 
condition of residual shelf-life of 5 years at th0 time 
of issue ; but on critical e>Jamination, the ammuni­
tion was assigned a further shclf-lifo o[ 5 year~ 

and declared fit for issue (May 1968) and a such 
no claim for the defective ammunition was preferr­
ed against the supplier. 

3,459 rounds, out of the existing stock of 7,678 
rounds, of service ammunition requiring retraci niz 
could not be repaired for want of adequate facili­
ties in the ordnance depots. 

While on the one hand the service ammunition was 
reported to be defecti ve, on the other hand its li fe 
was extended from time to time (latest up to 31st 
December 1979) for being consumed in training. 

The Ministry o f Defence stated (November 1979) that : 

the main defects for which the service ammunition 
was downgraded to practice am mun1t1on were 
"short ranging and broad side on" and these had 
nothing to do with the tracer ; and 

the service ammunition had been/ was being utilised 
for training purposes. 

Thus, the defective service ammunition (7,678 rounds) pro­
cured at a cost of R s. 72.56 lakhs had to be uti lised or ear­
marked mainly for training purposes only, thereby resul ting in 
infructuous expenditure of Rs. 9.67 lakhs (being the d iffer~ncc 
between the cost of service and practice versions). 
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28. Loss due to part cancellation of a demand placed on an 
ordnance factory 

The scales for provisioning (both for overhaul and maintenance) 
of a spare for an equipment were laid down by the Army Head­
quarters (Army HQ) in 1968 (10 per 100 for overhaul and 
48 per 100 for maintenance), in 1970 (6 pel' 100 for overhaul 
and to be assessed on past consumption for maintenance) and 
in 1972 (same as in 1968). A review carried out by a Central 
Ordnance Depot (COD) in Apri l 1968 as per s::alc laid down 
revealed a deficiency of 460 numbers of the spare. Accordingly, 
an indent was placed on the Director Gen eral, Ordnance Factories 
(DGOF) in August 1968 for supply of the aform1 id quantity 
by January 1969. The D GOF assigned this order to an o rdnance 
factory in December 1968 for manufacture· on priority basis. 

Tn the meantime (July 1968), the Army HQ directed the 
COD to place ful'ther orders with the DGOF for maintenance 
spares for 10 years on the basis of actual consumption. The 
COD neither reviewed the requirements on the basi:; of this 
d irection, nor worked out the revised requirements with r~ference 
to the reduced scales laid down by the Army HQ in 1970. The 
Army HQ restored in 1972 the earlier bighe!' scale of provisioning 
of 1968 a nd the existing demand of 460 numbers was allowed 
to stand. 

A review carried out by the COD in September 1974 on the 
hasis of past consumption revealed a surplus of 323 numbers ; 
on the COD taking up with the factory the question of !'eduction 
of the existing .indent, the factory expressed (December 1974) 
its inabil ity to reduce the demand without financial repercussions 
as the material for manufacture of the full quantity ordered 
(460 numbers) had already been procured and the variou:; 
components of the item were in different stages of manufacture. 

In March 1975, the COD sought approval of the Army HQ 
for retention of the fu ll quantity ordered on the DGOF to avoid 
financial loss on material already procured and processed. Keep-· 
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ing in view the maintenance requirements of the equipment up to 
March 1985, the Ministry of Finance (Defence) agreed (June 
1976) to the manufacture of only 320 numbers (against the 
demand placed for 460 numbers). The Army HQ, accordingly, 
informed the DGOF in July 1976 to proceed with the manufacture 
of the reduced quantity only against which 284 numbers were 
supplied up to August 1979. 

The Millis try of Defence Sitated (June-July 1979) that the 
demand for the balance quantity of 140 nos. o( the item placed 
on the DGOF bad been kept under suspension !n view of possible 
future requirements for the new raisings during the plan period 
1979-84. 

The material/ components worth R s. 1.89 Jakhs were rendered 
surplus due to delay by the COD in revi ewing the requirements 
on the basis of past consumption with reference to the directions 
issued (July 1968) by the Army HQ. 

29. Supply of defective stores 

To meet demands (January 1969 and June 1971) of a Central 
Vehicle Depot for spares required for overhauling engines of an 
equipment, Government contracted (March 1972 and March 1973) 
for 17 items of these spares at a cost of R s. 1 .76 Jakhs with a 
foreign supplier. Though the requirement was for completed/ 
finished items, the items were contracted in half-finished condition 
as they were supplied in that condition by the foreign supplier 
which was the only source. On receipt (April-November 1973), 
the items were not found fit to be issued in !heir hal[-finishcd 
condition. On a reference made by the depot, the Army Head­
quarters stated (September 1973) that since the items were received 
in the condition in which they had been contracted, no claim 
could be made l!gainst the supplier. The technical authorities 
indicated (November I 973) that it was not possible to machine­
finish the items as it would involve provision of elaborate jigs 
and fixtures. 
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Tn December 1973, the supplier was requested to have the 
half-finjsbed items replaced, but he declined (January and 
April 1974) on the ground that tbe items were supplied in con­
formity with the contract after making machining allowance and 
were fit for repail' of engines and that there was no need to replace 
them. The supplier, however, later (September 1974) stated that 
the matter regarding return of the i tems could he considered on 
a reques t being made to him. This was, however, not pursued 
fu rther as the items could be supplied only as half-finished and 
there was no option but to machine-finish them (or use. 

On a reference by the depot, an Army Base Workshop indi­
cated (November 1974) that adequate machining faci lities did 
not exist in the workshop and that it was not feasible to undertake " 
the work of machine-finishing. Thereafter, contracts for supply 
of machine drawings at a total cost of R s. 0.08 lakh were con-
cluded (January 1977 and March 1978) with the supplier and 
the drawings were received in batches from September 1977 
onwards. Jn August 1978, the workshop authorities again 
expressed their inability to undertake the work due to non­
availabi lity of requisite machines and tools. Consequently, the 
items (cost : R s. 1.76 lakhs) continued to remain unutilised 
(November 1979). 

111e Ministry of Defence stated (December 1979) that : 

supply of spares could be obtained only in half­
finished condition from the said only source of supply 
and tha t there was no option but to accept them in 
half-finished condition ; 

the machine-finishing of the spares could be done 
only when the equipment came up for overhaul ; and 

lack of spares had affected the overhaul ing 
programme. 

-
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The fact remains that contracts were entered into for half­
finished items (value : Rs. 1.76 lakbs) without asce1taining the 
availability of resources for machine-finishing them for use, 
resulting in their non-utilisation since their receipt in 1973. 
Although the Ministry stated (December 1979) that it was 
visualised that the components would be machine-finished by the 
Army Base Workshop by getting them partially processed from 
the Director General, Ordnance Factories or Heavy Vehicles 
Factory or trade wherever .such facilities were avai lable, there 
was no indication of any action taken for locating such facilities. 
Further, the purp::ise of overhauling of engines, for which spares 
were procured, was also not served . 



CHAPTER 6 

UTILISATION OF EQUIPME.NT AND FACILITIES 

30. Und<'r-utilisation oE authorised capacity of Central Maintena nce 
Stations 

Based on the project report of a study team constituted in 
F ebruary 1969, t11e Ministry of Defence accorded (July 1970) 
sanction to the establishment of 47 Centra l Maintenance Stations 
(CMSs) (16 of type 'A', 21 of type 'B' and 10 of type 'C' to 
provide servicing and mainten.ance up to vehicle loads of 300, 
450 and 600 pe1· month respectively) in statjc (non-operational) 
areas. The scheme envi saged servicing of 20,000 vehicles held 
by static units with an initial capital outlay 0f Rs. 60 lakhs 
and recurring annual expend iture of R s. 9.50 lakhs (establishment : 
R s. 6.50 lakhs ; depreciation of equipment : Rs. 3 lakhs) ; it 
also envisaged recurring annual saving of Rs. 9.25 lakhs on 
consumption of lubri cants and tools and equipment. 

T he planned capacities of individual servicing stations were 
based on vehicle loads (calculated with reference to the number 
of vehicles of dependent units and two months' maintenance 
cycle per vehicle) of static units only and it was anticipated that 
the spare capacities available could be profitably uti lised for 
vehicles of field un its (having separate servicing arrangements). 
The instructi ons issued (March 1972), purely on technical 
considerations, by the Directorate of Electrical and M echanical 
Engineering at the Army H eadquarters, however, cnjoi!led that 
vehicle~ be serviced at intervals of 1500 kms. run on 3 months, 
whichever was earlier. 

A review of the working of 15 CMSs revealed the following 
interesting features : 

70 
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(i) As per the project study report, the cost of setting up 
(i .e. construction, equipment and installation) of CMSs of types 
'A', 'B' and 'C was estjmated at Rs. 1.15 Jakhs, Rs. 1.23 lakhs 
and Rs. 1.60 lakhs respectively, including an a llowance of 
10 per cent for market price fluctuations. The actual completion 
cost of each of 5 CMSs of type 'A' (total cost : Rs. 22.68 lakhs) 
ranged from Rs. 3.47 Jakhs to Rs. 5. 17 Jakhs, that of each of 
6 CMSs of type 'B' ( total cost : Rs. 25A9 Jakhs) from 
Rs. 2.52 lakhs to Rs. 6.21 lakhs and that of each of 3 CMSs 
of type 'C' (total cost : Rs. 15.37 lakhs) from Rs. 4.17 lakhg 
to Rs. 5.79 Jakbs. 

In the remaini ng one CMS (of type 'A ' ) , only civil works 
had been completed (March 1979) at a cost of Rs. 3.15 lakbs, 
but the equipment had not been installed. The actual cost of 
completion of 14 CMSs was considerably higher than the estimated 
cost and the wide variation in the completion cost of CMSs of the 
same type was due to non-adoption of uniform scale of accom­
modation for the CMSs of the same type and variations in tendered 
rates at different stations. 

( ii) Sanction for ci.vil works in connection with the establish­
ment of one CMS of type 'A' was accorded by an Independent 
Sulr-Area Commander in March 1972 at an estimated cost of 
Rs. 1.94 lakhs (revised to Rs. 3.28 Jakhs in November 1973) . 
After spending Rs. 0.95 lakh in 1973-74, the work was kept 
in abeyance pending finali sation of the scale of accommodation 
for the CMSs. According to the Zonal Chief Engineer (August 
1975), the capital cost of a CMS should be between Rs. 2.50 
lakbs and Rs. 3.50 Iakhs depending on the site conditions. 
Revised sanction for the job was, however, accorded in January 
1976 at a cost of Rs. 4.69 lakhs. The CMS was completed 
and handed over to the user in April 1979, but could not be 
commissioned (November 1979) due to non-installation of the 
equipment. Nevertheless, Rs. 0 .28 Jakh were spent up to the 
end of 1978-79 by way of pay and allowances of the staff already 
posted to the CMS. 
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(iii) An analysis of the actual utilisation (year-wise) of the 
authorised capacity in 13 CMSs from the date of their commjs­
sioning up to 1978-79 showed that tbe overall average utilisation 
of authorised capacity of the individual CMSs ranged from 10 
to 41 per cent only. The data furrushed (DecembC:'r 1979) by the 
Ministry of Defence for 1978-79 showed that the average utilisa­
tion of these CMSs ranged from 7 to 66 per cent. 

Tbe under-utiUsation of the authorised capacity of CMSs 
was mainly due to vehicles not being sent by the clependcnt units 
as per maintenance programme, non-availability of vehicles due 
to training/exercise, inadequate vehicle loads of dependent units, 
not allotting the spare cap,acity to field units on the plea that 
these units had themselves authorised mobile servicing equipment, 
etc. The adoption of longer maintenance cycle (3 instead of 
2 months) than that envisaged in the project sh1dy report (on 
the basis of which the vehicle loads of individual CMSs were 
worked out) also contributed to under-utilisation of authorised 
capacities by about one-third. 

( iv) Three CMSs of type 'B' bad been established with two 
of them situated at a distance of 16 kms. from the third on 
either side of it, each with authorised capacity for servicing of 
450 vehicles per month, at a total capital cost of about Rs. 15.05 
la-khs. Against the total authorised capacity of 1,350 vehicle 
load (for 3 CMSs) per month, the total dependent load for the 
year 1978-79 was only 445 vehicles per month (based on 
3 months' maintenance cycle). The establishment of 2 out of 
3 CMSs in close proximity to each other was, thus, unnecessary. 

The Ministry of Defence stated (December 1979) that neces­
sary action had been taken to monitor the functionin g and 
utilisation of laid down capacity of Central Maintenance Stations. 

The scheme had envisaged recurring saving of Rs. 9.25 lakhs 
per annum on consumption of lubricants and tools and equipment. 
No cost data to work out the anticipated savings had been main­
tained, nor bad the Army Headquarters conducted any review of 

-
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the scheme to find out whether the main objective, with which 
the scheme was launched, had actually been achieved or not. 

31. A voidable expendHure on excess procurement of wire 

In October 1972, the Army H eadquarters initiated a proposal 
for introduction of aluminium co,ated steel reinforced (ACSR) 
wire in service in place of copper wire, as ACSR wire was more 
economic.al and it would also improye the efficiency of the circuits 
which were prone to copper thefts. The Ministry oE F inance 
(Defence) approved (January 1973) this proposal and also pro­
curement of 629,700 kgs. of ACSR wire against the existing defi­
ciency of copper wire. In May 1973, the Director of Ordnance 
Services (DOS) conveyed the approval and asked the concerned 
central ordnance depot to take necessary action for procurement 
of ACSR wire. The depot conducted a review of the require­
men ts of copper wire as on 1st May 1973 and projected a demaud 
for 636,600 kgs. to tbe DOS i"n August 1973. The Army Head­
quarters, howe,ver, reduced the demand to 629,700 kgs. (i.e. 
8956 kms. rounded to 9000 kms.) for which financi!ll sanction had 
already been obtained in January 1973 and the DOS, accordingly, 
placed an i'ndent on the Department of Defence Supplies through 
the Director General of Inspection in June 1974 for its procure­
ment from trade, delivery to be completed by 31st March 1975. 

In June 1975, the Department of Defence Supplies placed 
supply orders on firms 'A' and 'B' to cover the indent as under : 

Name of Quantity Rate per km . Total cost Delivery 
the firm ordered to be 

Original Revised* Original Revised* comp le-
ted by 

Rs. Rs. (Rs. in lakhs) 
'A' 6000 kms. 758.00 962.02 45.48 57 .72 December 

(June 1976 
1976) 

(inclusive of central sales tax) 
'B' 3000kms. 737.00 941.30 22 .11 28.24 April 

(May 1977 
1976) 

(exclusive of central sales tax) 

*The rates were revised owing to increase in the price of raw materials as 
per escalation clause of the contract. 
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Meanwhile, net requirement of copper wire for permanent line 
routes as on Jst March 1975 was worked out by the user directo­
rate as 370,058 kgs. and communicated to the DOS. The DOS, 
thereupon, advised (June 1975) the depot to adjust provisio'ning 
of the requisite stores ,accodringly and also to cancel all pending 
demands of user uni ts (i.e. dues-out) other than normal mainten­
ance. On a review conducted by the depot as on l st May 1975, 
the net deficiency of copper wire was worked o ut as 445,380 kgs. 
(ahout 8020 kms.) after including the dues-out quantity of 
l 20,420 kgs. (2136 kms.) although this was taken into account 
by the user directorate for work ing out the requirement of 
370,058 kgs. as on 1st March 1975. No action was, however, 
taken by the depot to reduce the indented quantity of 9000 kms. 
by 980 kms. (cost: Rs. 9 .22 lakhs). 

On c.onducting annual review as on 1st May 1976, the depot 
found that out of the indented qwmtity of 9000 kms. a quantity of 
J 389 kms. would become surplus, since the ·net deficiency was only 
429,053 kgs. (7611 kms.). The depot, accordingly, requested 
the Department of Defence Supplies in November 1976 to cancel 
the supply of 1380 kms. of ACSR wire (cost : R s. 12.99 bkhs) 
from the supply orders already placed. By this time, firm 'A' had 
almcst completed the supply of 6000 kms. and firm 'B' had 
supplied 1370 kms. The Department of Defence Supplies, there­
fore, expressed (February 1977) its !nability to short-close the 
order on firm 'B' without financial repercussions. 

In October/ Nove'lllber 1976, the Army Headquarters 
issued instructions that all outstanding demands of individ ual 
units stood cancelled and future procurement of stores against 
'1tirious sanctio'ns already accorded would · be based on overall 
deficiency. 

At the instance of the depot, the user directorate decided 
(May 1977) to utilise the surplus quantity of ACSR wire in 
pl.ace of another type of wire which was less costly. However, 
no such use had so far (November 1979) been made. 
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The Ministry Of Defence stated (November 1979) that the 
existing stock of 5580 kms. of ACSR wir~ would be utilised in 
2 years for issues against future requirements o'f this wire a-; well 
ac; another type of wire, 

The incorrect assessment of ACSR wire at the time of review 
as on 1st May 1975 due to non-exclusion of the dues-out quantity 
of 2136 kms. and non-reduction in the quantity ordered (June 
1975) by 980 kms. in view of less requirements at that point of 
time led to excess procurement of 3116 kms. of wire (cost : 
Rs. 29 .33 lakbs). 

S/3 DADS/79-6 
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CHAPTER 7 

ARMY 

32. Loss of silver in a central ordnance depot 

On 26th April 1973, the Commandant of a central ordnance 
depot (COD) received a telegram.alleging pilferage of silver wire 
in one specific component of certain signal equipment, which had 
been replaced by fine copper wire by a forem,a.n of the inspection 
unit. On 14th May 1973, this very foreman was caught re.d-hand­
ed at the COD main gate while carrying a piece of silver wire 
in the petrol tank of his motor cycle. The case was h~nded over 
to the Civil Police (May 1973) and the foreman was placed 
under suspension (October I 973). 

Investigations were conducted (April-December 1973) 
through five Boards/ Courts of Inquiry which found that the 
valuable component fitted to the signal equipment was sub­
standard in certain sets and was deficient in some others; the 
Boards/Courts of Inquiry held the foreman responsible for the 
replacement of silver wire by copper wire. 

In December 1973, the Area Commander ordered a Court of 
Inquiry for investigati'ng into certain allegations made in another 
complafat. Thf? Court of Inquiry, held during December 1973-
January 1974, observed tMt while a large quantity of signa1 equip­
ment of various types as well as the component (containi"ng silwr 
wire) received in the Returned Stores Sub-depot and Salvage 
Section of the COD over the years had been disposed of by mutila­
tion or as scrap during the past 3 years, silver was either retrieved 
in very small quantities compared to the estimated yield or not 
retrieved at all. The Court estimated the loss of silver at 604 kgs. 
(which included 44 kgs. pertaining to deficiencies noticed by the 
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earlier Boards/ Courts of Inquiry) on an approximate basis. The 
Court of Inqufry further observed. inter alia that : 

loss of silver, the exact amount of which could not be 
assessed, occurred due to thefts carried ott. in a 
planned manner ; 

replacement of sil,ver wire by sub-standard wire in 
the signal equipment rendered the sets malfunctional ; 

the procedure for sealing of equipment introduced in 
the COD in 1957 w.as not foolproof ; 

the COD did not have any technical inventory of 
precious metals used by the maqufacturers in the com­
ponents of the signal or other equipment; and 

responsibility could not be fixed on any individual. 

While agreeing generally with the findings o'f the Court of 
Inquiry, the Army Commander directed (February 1974) that 
the loss of silver be investigated in detail by a Staff Court of 
Inquiry which should also enquire into any further loss of silver 

.- or other precious metals from the equipment held by the COD 
and procedural lapses, fix responsibility and suggest remedial 
measures consid~red necessary. 

Accordingly, a Staff Court of Inquiry held in March 1974 
reassessed the total loss of silver at about 583 kgs. due t0 short 
retrieval ( 4 72 kgs.) from signal equipment disposed of, sub­
standard components filled or components not containing silver 
(99 kgs. ) and components disposed of as salvage (12 kgs.) . 

The Court of Inquiry, inter alia, observed that : 

no separate procedure was laid down for the 
security and accounting of silver wire independent of 
the equipment ; 

no special orders existed for retrieval of silver at 
the time of disposal o'f the equipment 
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abnormal delay in disposal of obsolete equipment 
containing precious metal involved risk of pil­
ferage ; 

there was ·no proper administrative control over the 
functioning of the inspection unit with which the 
equipment was retained for unduly long periods; 
and 

deficiency lists in respect of the equipment held in 
stock in the COD were not available. 

On the basis of the ,above observations of the Court of 
Inquiry and recommendations (May 197 4) of the Army Com­
mander, the Chief of the Army Staff referred (May 197 4) the 
matter to the Central Bureau o'f Investigation which, after 
examining the Court of Inquiry proceedings and recommenda­
tions of the Army Commander. came to the conclusion that anv 
investigation at that stage might not be of much help in view cf 
difficulty in getting evidence. Departmental action was. how­
ever, taken against the foreman who was awarded the punish­
ment of "censure" after being under suspension for 2J vears 
from 20th October 1973 to 19th April 1976. In March 1975, 
the Army Headquarters prescribed detailed security measures 
for attr.active and valuable items stocked in the COD. 

Thus, the loss of 583 kgs. of silver valuing Rs. 7.52 lakhs 
(at the rate of Rs. 1,290 per kg.) was caused by pilferage and 
theft i'n a planned way, non/ short-retrieyal 'from equipment/ 
components disposed of, delay in disposal of obsolete equip­
ment. lack of effective supervision and control over the inspection 
unit, procedur.al inadequacies, etc. The Mi nistry of Defence 
stated (November 1979) that actio'n was in hand to re)!Ularisr. 
the loss. 

33. Loss due to irregular continuance of field service con-
cessions 

On 27th September 1976, the Ministry of Defence issued 
orders scaling down field service concessions regarding rations, 

4J 
-

' 



- J. 

79 

accommodation, etc. admissible to Army personnel and civilian 
employees at certain stations in one Command with effect from 
lst October 1976 for a period of two years up to 30th September 
1978 or till sluch time accommodation at these stations came up 

to the extent authorised, whichever was earlier. The Sub-Area 
Headquarters (HQ) communicated these orders to the con­
cerned units on 2nd October l 976 and u'nits locatert at tbrec 
stations 'A' . 'B'. and 'C' implemented these orders from 
1st November / December 1976. 

On 20th December 1976, further orders were issued bv the 
Ministry for continuance of full / modified field service co11-
cessions already admissible in certain other specified area~ 

beyond 31st December 1976. These orders, inter alia. stipulat­
ed that the position in respect o'f stati011s (including s'..ations 
'A', 'B' and 'C' where the field service concessions had be~o 
scaled down with effect from 1st October 1976) covered by 
the orders of 27th September 1976 would remain unchanged. 
The Sub-Area HQ communicated these orders to the concerned 
units by signal on 5th January 1977. On receipt of this 
message, the units at stations 'A', 'B' a nd 'C' reverted (January 
1977) to the full field service concessions. During March and 
May 1977, it was pointed out in internal audit that only modi­
fied field service concessions were admissible to the units at. 
stations 'A', 'B' and 'C'. On a representation by the unit at 
station 'A', the Corps HQ informed (18th June 1977) the 
Sub-Area HQ that Government was not likely to agree to exten­
sion of full field service concessions beyond 30th September 
l 976. Nevertheless, the full field service concessions wer~ con­
tinued to tbe units at stations 'A', 'B' .and 'C'. 

On 27th June 1977, the Ministry sanctioned the cont.i­
nuance of field service concessio'ns in various areas up tn 
31st December 1978 and also specificalJy reiterated its earlier 
orders of 27th September 1976 for continuance of modified 
field service concessions at stations 'A'. 'B' and 'C'. These 
orders were communicated by the Sub-Area HQ to the con­
cerned units on 4th July 1977 by signal which did not, however. 
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contain any specific reference of the three affected stations 'A) ~ 

'B' and 'C' which continued to avail of full field service con-
cessions. On 26th May 1978, the Corps HQ directed the Sub-
Area HQ to implement immediately the Ministry's orders of ' 
27th September 1976 regarding modified field service com.:es-
sions (which had already been clarified from time to time) and 
tu have the irregular drawal of full field service concessions 
regularised. The concer·ned units ceased drawing full field 
service concessions from 1st June 1978. 

The loss due to irregular drawal of full field service con-
cessions ( up to May 1978 ) by the u'nits at stations 'A', 'B' and ... 
'C' worked out to Rs. 16. 79 lakhs. According to the findings ( 
of the Court of Inquiry held in July 1 ~7 8 , signals of 5th January 
1977 and 4th July 1977 were misinterpreted by the concerned 
units taking "existing concessions" as full field service coJl-
cessions. The Court did not, however, pinpoint responsibility 
for the same. T he Ministry of Defence stated (December 
1979) that the Anny Headquarters had been asked to fix 
responsibility for the lapse and to suggest remedial measures " 
against recurrence o~ such a mistake. 

The loss of Rs. 16. 79 lakhs due to irregular drawal of full 
field service concessions by . the units .at three stations during 
the period October I 976--M ay 1978, inspite of the irregularity 
having been pointed out i'n internal audit in March/ M ay 1977, 
was yet (December 1979 ) to be regularised under Government 
orders. 

34. Uneconomical rearing of young stock 

As part of cattle management in the Military Farms, calves 
and young stock of cows and buffaloes arc reared from birth to 
maturity according to the breeding policy laid down by the 
!Director of Military F arms (DMF) and surplus calves are 
disposed of within a maximum period of 14 days from their 
birth. During 1967-68, there were six young stock farms; their 
number was reduced to 5 in 1976-77. These young stock farms 
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were primarily intended for rearing calves and young stock for 
eventual transfer to milk producing farms for productive use. 
Calves and young stock were also reared from birth to maturity 
in the young stock section of milk producing farms. 

According to the orders issued (September 1965) by the 
Ministry of Defence, valuation of farm-bred animals was to be 
made at pre-determined rates (applicable at different stages from 
birth to maturity) calculated on the basis of approximate 
expenditure incurred on their feed and upkeep. The basis of 
valuation of farm-bred animals was, however, subject to review 
every five years. In view of substantial increase in expenditure 
on feed and upkeep of young stock, tbe valuation rates of 
farm-bred animals were revised upwards in July 1971 to 
Rs. 2,500 per cow and Rs. 3,000 per buffalo (effei:tivc from 
l st April 1970), in June 1975 to Rs. 4,500 per cow and 
Rs. 5,000 per buffalo (effective from 1st April 1974) and in 
June 1978 to Rs. 5,400 per cow and Rs. 5,800 per buffalo 
(effective from 1st April 1977). In July 1971. the market rates 
of equally good quality animals on maturity, however , ranged 
from Rs. 1,200 to Rs. 1,400 per cow and from Rs. 1,800 to 
Rs. 2,000 per buffalo, which were far lower than the valuation 
rates of farm-bred animals. Information about the market 
rates of equally good · quality animals from time to time 
subseq uent to July 1971 was awaited from tht.: Ministry for 
comparison. 

The total number of young stock held at the young stock 
farms and young stock sectioos of milk producing farms at the 
end of March each year from 1969-70 to 19 77-78 and the 
financial results of these farms during these years are given in 
annexure . 

.- It would be seen from the annexure that except for 1970-71 
> and 1974-75 when due to upward revis.ion of valuation rates 

there were profits, the young stock farms and sections continued 
to show losses. 
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While considering (April 1978) the proposal 'for revision of 
valuation rates to be made effective from 1st April 1977. it 
was pointed out by the Controller General of Defence Accounts 
that consequent on reduction in the sLrength of young stock, 
there was scope for reduction in tbe upkeep charges for 
determining the revised valuation rates. The valuation rates 
effective from 1st April 1977 were, thereafter, revised upwards 
after applying a reduction of 20 per cent in the upkeep charges. 
Nevertheless, the young stock farms and sections incurred a Joss 
of Rs. 22.97 lakhs during 1977-78. In view of the continuing 
losses, the Ministry of Finance (Defence) sugge!'ted (April 1978) 
that the DMF should identify uneconomical young stock farms 
and take necessary steps towards their closure. 

The Ministry of Defence stated (November 1979) that : 

due to non-availability of cross-bred animals in the 
market, there was no alternative but to rear young 
stock and calves for the replacement of wasted hero 
in the military farms ; 

in view of rising cost of feed and upkeep charges. 
it was not possible to reduce the cost of rearing · of 
animals in the military farms; 

whenever the valuation rates of farm-bred animals 
had been revised, the same had been kept below 
the actual expendih1re on their rearing; 

the valuation of farm-bred animals was not 
exborbitant and was at par or below the rates 
adopted by the Ministry of Agriculture and Irrigation; 
and 

a study !ITOUp on streamlining the functioning o! 
the military farms was constitu ted in 1978 and it!' 
recommendations were under consideration. 

The fact, however, remains that in spite of successive 
upward notional revisions of valuation rates of farm-bred animals 
(which were found in July 1971 to be far higher than the market 
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rates of equally good quality animals), the military farms 
continued to show heavy losses from year to year (except for 
1970-71 and 1974-75) which would indicate uneconomical 
rearing of the young stock in the farms. Further, notwithstanding 
the losses suffered by the farms, no effective steps had been taken 
(November 1979) to bring down ihe rearing cost and also to 
identify the uneconomical farms with a view to taking corrective 
measures as suggested (April 1978) by the Minis try of Finance 
(Defence). 

ANNEX URE 

Yea r Number of young stock held 

At young At young Total 
stock fa rms stock sec· 

tions of 
milk 
producing 
farms 

1969-70 2,745 3,315 6,060 

1970-71 3,480 3,501 6,981 

1971-72 2,444 4,501 6,945 

1972-73 2,007 5,150 7,157 

1973-74 1,947 4,863 6,810 

1974-75 1,687 4,081 5,768 

1975-76 1,400 3,646 5,046 

1976-77 860 4,072 4,932 

1977-78 1,050 3,768 4,818 

Working results Profit ( + ) 
Loss (- ) 

Young stock Young stock Net 
farms section of results 

milk pro-
ducing 
farms 

(Rs. in l~khs) 
(-)JJ .66 (-)22 .28 (-)33.94 

(+)3.35 ( + )1.33 ( + )4.68 

(- )16.72 (-)18.02 (- )34 . 74 

(- )17.41 (- )22. 82 (-)40.23. 

(-)18.90 (-)23 .'96 (-)42.86 

( + )8 .64 ( + ) 15. 74 (+)24. 38 

(-)23.69 (- )22.50 (-)46. 19 

(-)15.08 (- )20. 77 (-)35.85 . 

(- )11 . 39 (- )ll. 58 (- )22. 97 

35. Irregular issue of soap toilet and accumulation of surplu.~ 

stock thereof 

In June 1965, it was decided by the Army Headquarters 
to issue soap toilet in lieu of soap yellow at the existing seal~ to 
troops. A cash allowance of Re. 0.87 per man per month 
instead of issue of soap toilet in kind was sanctioned by . the 
Ministry ,of Defence with effect from 1$t January 1966. The 
rate of cash allowance was cha nged to Rs. 2.60 per quarter froin 
1st April 1969 and Rs. 3.60 per quarter from 1st April ·1974. 
The equipment tables of service hospitals, which authorised the 
S/3 DADS/79- 7 
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issue of soap toilet to patients at the rate 9f t Cf!!c~J?~r 
iiati~~tfo.~ci were, ho~eyer, ~~~t ~~qd~d - ~~ult~n~ously. As . a 
result, service hospitals continued to draw so~p toilet f!=Jr t~e 
soidiers · adniitted · as patients, although they were in r~ceipt of 
cash allowance in lieu of soap toilet, thus d~rivi~g benefit !n 
kind as well 'as in cash for the same period. 

.. . l. ;. - .. 

On a doubt raised by a Controller of Defence Accounts in 
' I 

March 1966", the Controller General of !Defence Accounts 
(CGDA), in consultation with the Ministry of Finance (Defence), 
issued (March 1973) clarifi~atory instructions that cash 
allowance for soap toilet was admissible to soldiers during periods 
spent in hospitals. Since the soldiers ~dmitfed in hospitals were 
already being issued soap toilet, the CGDA, at the instance of 
Audit, took up (June 1973) the matter with the Ministry of 
Finance (Defence) and in August 1976, the Army Headquarters 
(Medical Directorate) communicated the decision to delete the 
authorisation qf soap toilet for soldiers from the equipment tables 
of service hospitals and to stop its issue to soldiers admitted as 
patients in hospitals. The equipment tables of service hospitals 
were accordingly amended in February 1977. The irregular 
issue 'of soap toilet in kind by the hospitals during January 
1966-August 197 6 was regularised by Government in 
November 1978. The total extra expenditure caused on this 
account could not, however, be assessed. The extra expenditure 
computed in audit on the basis of soap toilet issued to hospitals 
by one ordnan~e depot ('X') ~one in one year (1976) worked 
out to about Rs. 0.66 lakh. The Ministry of Defence stated 
(November 1979) that the anomaly of duplication in the issue 
of soap toilet by the hospitals to the troops who were drawing 
cash allowance, was not detected due to oversight on the part of 
vanous agencies concerned t,ill ,1975, tllereafter, the mistake was 
rectifiCd by issue of amendments to the equipment tables. 

Samples from the stock of soap toilet ( 6,34,480 cakes : 
value Rs. 5.39 lakbs) held in depot 'Y' out of purchases from 
trade during June 197~Marcll. .197f were sent (20th .January 
19!9? to ~e CTef I~~ped_tirate of M~teri,,ls for ~e~ermining 
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the residual shelf-life. The Chief Inspectorate of Materials, after 
testing the samples, recommended (April-May 1979) utilisation 
of 3,12,310 cakes within a period of six months and sampling 
of the balance quantity (3,22,170 cakes) after one year. 

The Ministry stated (November 1979) that a suggestion to 
issue soap toilet declared surplus, in lieu of cash allowance, 
for one quarter to troops in one Command was under 
consideratipn of Govei:nment. The 1vtinistry added (Pecember 
1979) that the stock of soap toilet held by various ordnance 
depots was 7,08,794 cakes (valuing about Rs. 7 lakh~). 

_...,, No action was, however, so far (l'{ovember 1979) taken on 
.. the recommendation (May 19~9) of tpe . Chief Inspectorate of 

Materials and the stock of 6,34,480 . ~akes (v~lpe : Rs. 5.39 
lakhs) was not yet (November 1979) utilised or disposed of; 
in fact. shelf-life of 3.12 lakh cakes (vah~ing about Rs. 1.69 
l~khs) was ~eadv over. 

;#II . 
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CHAPTER 8 

NAVY 

36. Extra expenditure on purchase of welding equipment 

Against an indent placed (May 1975) by a Chief E ngineer 
(CE) for provision of 18 sets of welding_ equipment, the Director 
General, Supplies and Disposals (DGSD) concluded two 
contracts in March 1976 with two firms 'A' and 'B' for supply 
of 2 sets each at a cost of Rs. 1.38 lakhs and Rs. 1.83 Jakhs 
respectively, after consultation with the CE. The contracts, 
inter alia, stipulated that : 

the purchaser reserved the right to place an order 
for further quantities subject to a maximum of 
16 sets at the same price and terms and conditions 
within a period of one year from the date of issue 
of acceptance of tender or three months from th~ 
date of receipt of the equipment; and 

the equipment to be supplied could be rejected if 
it did not conform to the description and quality 
stipulated in the contract during a period of 
12 months from the date of receipt or 15 months 
from the date of despatch, whichever was earlier. 

Contract with firm 'A ' : Two 5ets of the equipment supplied 
by firm 'A' were received by the CE in January and February 
1977 without operating instructions and maintenance manual 
whlch were received in April 1977. Thereafter, the sets wen· 
tested (April-May 1977) and after having found them working 
satisfactorily, the CE requested (24th May 1977) the DGSD 
to place further orders on the firm for supply of 16 sets with 
a few modifications. On being asked to supply further quantities. 
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firm 'A' declined to do so on the ground that the contract had 
been completed in all respects. The Ministry of Law, on being 
conrolted regarding the purchaser's right to enforce the conditions 
of the contract, opined that since the stores were received on 
7th February 1977, the conclition regarding the purchaser's 
right to place order for further quantities had lapsed on 
7th May 1977. Having forfeited the opportunity to enforce the 
contract provisions, a fresh contract had to be concluded in 
October 1978 with the same firm 'A' for 12 sets of the equipment 
at an enhanced price of Rs. 0.86 lakh per set, resulting in an 
additional expenditure of Rs. 2.04 lakhs. The Ministry of 
Defence stated (December 1979) that the purchase clause for 
ordering further quantities stipulated in the contract appeared to 
be defective because in the absence of operating instructions and 
maintenance manual, which were received in April 1977, no 
test could be conducted in respect of the equipment received 
in January- February 1977 (which had been interpretetl as the 
actual date of receipt by the Ministry of Law and not April 
1977) and to avoid recurrence of such cases, general instructions 
were being issued from the Army Headquarters, Engineer-in­
Chier s Branch, to all concerned. 

Conlract wiJh firm 'B' : Supply of two sets uP-der this 
contract was completed by October 1976. Tests carried out 
revealed a number of defects and the sets were found to be 
unsuitable. In May 1977, the CE requested the DGSD to 
instruct firm 'B' to take back the two sets under the terms of 
the contract. In September 1977, the firm, on being asked to 
take back the sets and refund the amount of advance (Rs. 1.76 
lakhs) paid under the terms of the contract, proposed replace­
ment of the sets within two months. As the standard of 
manufacture, workmanship, etc. were not satisfactory, the CE did 
not accept replacement, but insisted on refund of the advance 
paid. Jn September 1978, after a lapse of one year, the DGSD 

• agreed to the proposal of the firm for replacement of the 
.. defective sets. The CE still insisted (October 1978) on refund 

of the amount of advance paid in view of substandard 
manufacture, design and performance of the sets. The defective 
S/3 DADS/7'-g 
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sets which had not been collected by the firm were being held 
by the CE and the advance of Rs. 1.76 Jakhs was yet (December 
1979) to be recovered from firm 'B'. 

The Ministry of Defence stated (December 1979) that the 
DGSD was actively cousidering recovery of advance payment 
made to firm 'B' in consultation with the Ministry oi Law. 
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CHAPTER 9 

AIR FORCE 

3 7. Redundancy in materials procured for the manufacture of 
an aircraft 

In October 1969, Government entered into an agreemeot 
with a foreign supplier for transfer to Government of licence and 
technical documentation for the manufacture of a certain 
number of aircraft 'A' for the Air Force o~ payment of a licence 
fee of Rs. 5 crores in five equal annual instalments (plus interest at 
2 per cent on unpaid amounts). According to the agreement, 
the terms and mode of payment for the right of manufacture of 
aircraft over and above the envisaged programme were to be 
determined separately. The licence agreement was assigned to 
a public sector undertaking in September 1970. 

Against sanctions accorded (August 1971 and March 1972) 
by the Ministry of Defence for the manufacture of 'X' numbers 
of aircraft 'A ' at an estimated cost of R s. 78.33 Jakhs each, 
two orders were placed by the Air Headquarters on the under­
taking in September 1971 (Rs. 37.60 crores) and May 1972 
(Rs. 79.90 crores) respectively. The undertaking entered into 
contracts with the foreign supplier for procurement of materials 
etc. during 1970-71 to 1976-77. The aircraft were scheduled 
to be delivered to the Air Force during 1972-73 to 1978-79 . 

In order to cater to the requirements of the Air Force up to 
1980-81, the Air Headquarters reassessed (February 1973) tlie 
total requirements of aircraft 'A' as 205.3 per cent of 'X' numbeu 
already ordered oo the undertaking, with re-equjpment of 
squadrons commencing from 1973-74 onwards. 

Meanwhile, Government had entered into (July 1972) a 
contract with the foreign supplier for supply of variant 'B' of I.he 
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a ircraft to meet a part of the total requirements (24 p t!r cent of 
'X ' numbers) leaving a gap of 8 1.3 per cent of 'X ' number'! 
belwccn the totaJ qu antity ordered and the total requirement. 

A protocol for manufacture of aircraft up to additiona l 'X' 
numbers was signed in April 1973 . A licence fee of Rs. 2.25 
crores for p roduction of these addit ional aircraft was payable in· 
five equal a11J1 ual instalments ( together with intere!>t at 2 per ce11t 

on unp-t1 id a mounts). 

Jn November 1974, the Ministry of Defence accorded sanction ~ 

for a n additional order being placed on the undert:.i king f<>r 

; 

ma nufacture and supply of aircrah 'A' to cover the gap ( 81.3 per t 
cen t of 'X' numbe rs) in the total requirements at an estimated 
cosl of Rs. 105.16 Jakhs each. As -per the order placed 
(Februa ry l 975) on the undertaking, these aircraft were schedulerl 
for delivery d uring 1978-79 to 1981-82. 

Up to March 1975, the undertaking had del ivered aircraft 
to the extent of 20 per ce111 of 'X' numbers against the first two 
orders. In April 1975 , the Air Headquarters proposed the 
outright purchase from the foreign supplier of a certa in number 
( 60 per cem of 'X ' numbers) of aircraft over and above the 
total req uirement assessed in February 1973 due to ageing and 
obsolescence of large number of aircraft and slippages in delivery 
of aircraft 'A ' by the undertaking. 

T he Air Headqua rters assessed (July 1975) the long-term 
requirements up to 1987-88 of a ll the variants of aircraft 'A' 
d uring the next 25 years as 356. 7 per cent of ·x' numhers. It 
was decided (September 1975) that production of aircraft 'A ' 
should be stopped after meeting 108 per cen t of 'X' numbers and 
p rod uction of another variant taken up thereafter. (The sanction 
of November 1974 was formally a mended in October 1976.) 

In Ja nuary 1976, Government approved the proposal . for 
outright purchase from the foreign supplier of certain numbers 
of aircraft of variants 'C' a nd 'D' to meet the urgent requirements 
of the Air Force. Approval was also given, in principle, to the 
induction of variant 'C' in the production p rogramme of the 

, 
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undertaking and for concluding a licence agreement with the 
foreign supplier for this purpose. Accordingly, a contract was 
.concluded (June 1976) by Government with the (oreign supplier 
for the supply of the requisite numbers of aircraft of variants 
'C and ' D'. An agreement was also ~ igned (August 1976) with 
the foreign supplier for the licence of production of variant 'C'. 
Government sanction to the manufacture by the underta king of 
' X' numbers of ai rcraft uf variant 'C' was later is~u.;d in 

December 1976. 

The curtailment in the quantities of aircraft ·A' ordered a fter 
formal approval (October 1976) by the Ministry was communi­
cated by the Air Headquarters to the undertaking in March 1977. 
T he undertaking had , however , concluded (February and Octobl! r 
1975 ) contracts with the foreign supplier for supply o f mata ials/ 
-components, etc. for production of aircraft ·A ' to the extent of 
48 . 1 per cent over and above the reduced numbers ordered. 
Efforts made by a high level delegation during August 1976 to 
persuade the foreign supplier to restrict the supply of materials, 
etc. for the redu('J:d numbers of aircraft 'A ' did not meet wi th 
success. The foreign supplier , however , assured that it might be 
possible to use some of the excess materia ls orocured fo r the 
-purpose of man ufacture of aircraft of variant ·c• and overhaul 
of aircraft ' A' . According to the underta king (December 1976), 
the exact position with regard to utilisation of the excess materials 
-procured would be known only after the prepa ration of a detailed 
project report for the manufacture of variant 'C'. The cost o( 
th_c excess materials contracted was assessed (July 1977) at 
R s. 1672.93 Jakhs. The excess materials were stored in such 
Cl manner that it was not possible to segregate the same physically 
from other materials/stores. The prospects of util isat ion of 
excess materials procured were yet to be explored (November 
1979 ) . 

In connection with the excess materials procured , the M.inistry 
of Defonce authorised (March 1979) the following 'on account' 
·payments to the undertaking : 

Rs. 28.89 lakhs towards the reimbursement of customs 
duty ; and 
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Rs. 22.71 lakbs towards payment of interest charges 
to the foreign suppl ier against the materials procured. 

Tbe Ministry of D efence stated (November 1979) that the 
excess materials procw·ed related to " raw material stage of pro­
duction of aircraft 'A' " aod the possibility of its utilisi ng would 
be kept in view while placing further orders for materia ls required 
for prod uction of variant 'C'. 

T hus, the long-term req uirements of ai rcraft 'A' assesscJ in 
July 1975 were reduced within a short period ( in September 
l 975) and it was decided to induct variant 'C' in its place 
resulting in excess procurement of materials costing Rs. 1672.93 
Jakhs, besides payment of Rs. 51 .60 lakhs towards customs duty 
and interest charges. 

38. Thefts of Air Force stores 

1 Equipment D epot 

~ a) Obsolete or inactive and unserviceable items belonging 
to the Equi pment Depot were kept in the sheds of a Central 
Ordnance Depot (COD) . fn March and April J 975 certain 
stores (flame tubes, fi re extinguishers, combustion chambers, etc.) 
were found missing by an Air F orce team consisting of four 
officials. A Court of Inquiry held in April 1975 to investigate 
into the loss found that : 

the items stolen were removed during Scptcmbcr­
Octobcr J 974 by using hired transport and preparing 
faked documents by an airman in connivance with 
securi ty staff and a local scrap dealer ; 

regu lar pilferage was perpetuated during the last 
2 years ; 

the theft was attri butable to fai lure on the part of the 
station security staff and a lso lack of effective control 
and supervision on the part of Officer lnchargc,. 
stores ; 

---
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while the external security of the sheds was the 
responsibility of the COD, tbe internal security of the 
sheds was with the Air Force ; and 

from the evidence available, the theft had been 
conspired between the persons responsible for intemal_/ 
external security of the stores at the COD. 

T he Court held 7 officials responsible for the loss and disciplinary 
action was taken (1976-77) against them in the form of dismissal, 
detention, etc. 

The ·amount of loss assessed at R s. 27.19 Jakh.s (representing 
50 per cent of the book value of repairable stores and 10 per cent 
of 'category 'E' stores) was yet (November 1979) to be 
regul!lTised. 

(b) Due to lack of covered accommodation, certain Ai r 
F orce stores comprising costly items (item 'A' : 5 l Nos ; item 
'B' : J J 8 Nos.) pertaining to a phased out aircraft were stored 
in the Equipment D epot in an open area close lo the boundary 
fencing, awaiting disposal. Pending Government decision on t11e 
policy and methodology for the disposal of phased out aircraft , 
such ~tores were stored in the open under relaxed storage condi~ 
tions. During verification of these stores on 6th July 197 4. the 
stock-holder found the entire stock of item 'A' and 24 Nos. of 
item 'B' missing. According to the findings of a Court of Inquiry 
held in July 1974, the loss occurred as the barbed wire fencing 
had been cut by thieves to remove stocks which were lying close 
to lbe inner fencing and no individual official could be held 
responsible. The Court held that the loss oould have been 
avoided if the existing security arrangements had been properly 
enforced . The loss assessed at R s. 4.67 lakhs ( representing 
50 per cent of the book value of serviceable stores) was yet 
(November 1979) to be regularised . 

m ·Air Force Wing 

?n 23rd November 1974, it was reported that the security 
guard was unable to check a 3-ton lorry which had surreptitiously 
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forced its way out behind a 1-ton vehicle (which had been 
checked) at the main gate of the Air Force Wing. Two days 
latec, the Air Force Station Commander ordered a Courl of 
Inquiry to investigate into theft of stores in the T ransport Section 
of the Air Force Wing. 

A detailed enquiry by the Court disclosed that dunng 
October-November 1974 certain Ai.r Force personnel ha<l been 
acting in collusion and tampering with records by showing excess 
consumption of turbine oil. The surplus oil was alleged to have 
been taken out of the Air Force Wing and sold to a private petrol 
pump at the station and sale proceeds shared by six Air Force 
pecsonnel. During the enquiry, five of these personnel surn:ndered 
Rs. 6,350. The Court observed that this was not an isolated 
incident and that similar incidents had been occurring since the 
beginning of the year. The enquiry also revealed certain othC'r 
cases of thefts and irregularities, misuse of service transport and 
manipulation of records. Besides holding 9 personnel (7 of Air 
Focce and 2 of security) responsible for the theft of turbine oil, 
the Court recommended a high-level enquiry to investigate into 
cases of other thefts and irregularities. 

Ao additional Court of Inquiry was, therefore, held (Febrnary 
1975) ; according to its findings, 17 out of l 9 cases were ciota­
blished . The Court attributed these thefts and irregularities to : 

incorrect maintenance of records 111 the Logistics 
Section ; 

inadequate establishmenl and improper utilisation of 
resources in the Logistics Section ; and 

di rect collusion of the security staff or !heir 
connivance. 

T he total loss due to thefts etc. was worked out (August 
1977) as Rs. 1.22 lakhs. On the recommendations of the Court 
of Inquiry, administrative/disciplinary action was taken against 
3 officers and 23 airmen and civilians. 
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Tbc Air Headquarters stated (January 1978) that since 
physical verification of stock had not revealed any d iscrepancy 
between the physical stock and the recorded balances, the extent 
of lo" could not be quantified ; as such the loss statements, raised 
earlier, were can celled and no regularisation action was pending. 
The cootention of the Air Headquarters would appear to be un­
Uiual in view of the find ings of the Courts o f Inquiry. The 
Ministry of Defence while confirming the facts (November 1979) 
d id not give any comment on the aforesaid view of the Air 
Headquarters. 

T hus, the Lhefts of Air Force stores worth Rs. 33.08 lakhs 
in the above cases occurred due to tampering of records, collu­
sion or connivance of the security staff, laxil.y in securi ty arrangc­
mecrts and lack of effective control and suJ1ervision etc. The 
los~es/irregularities involved were yet to be regulaJised (Novem­
ber 1979). 

39. Procurement/ manufacture and installation of an equipmcot 

T he Air Headquarters proposed (January 1967) induction 
prowammc for a particular equipment (comprising items ' A' and 
'B') at some airfields. In J anuary 1969, the M inistry of Defence 
decided to entrust licensed manufacture of the equipment to a 
pubti c sector undertaking (hereafter undertaking). Government 
accorded (November 1970) approval for the conclusion of licence 
agreements with foreign firm s for the manufacture of i tem~ 'A ' 
and 'B' by t11e undertaking and placement of orders on the under­
taking for 10 and 14 sets of items 'A' and 'B' respectively, which 
were the assessed requirements for the Plan pi:!riod J 969-70 to 
1973-74. Jn J anuary 197 1, the undertaking en tered into licence 
agreements (effective for 5 yea rs) with foreign tirms 'X' and 'Y ' 
for manufacture of items 'A' and 'B' respectively. L icence fees 
of R s. 28.07 lakhs (in foreign exchange) and Rs. 25 lakhs (in 
convertible rupees) were paid to firms 'X' and 'Y' respectively. 

Based on prices quoted (June 1971) by the under taking, the 
M inist ry accorded two sanctions in December 1971 and July 
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1975 for procurement of total 16 sets each of items 'A' and 'B' 
of the equipment. A g:tlnst the fust order for 10 sets of item 
'A' and 14 sets of item 'B ' placed in March 1972, delivery was 
to be made during March 1972 to March 1975; against the 
subrequent orders for 6 sets of item 'A' and 1 sets of item 'B' 
p laced in D ecember 1975, delivery was to be made during March 
1977 to June 1978. 

Against the establ ished (1973) facilities for p roduction of 
25 sets of item 'A' and 20 sets of item 'B', only limited orders 
for 16 sets for each of the items 'A ' and 'B ' were placed (March 
1972 and D ecember 1975) with the resul t that the costly produc­
tion line set up was under-util ised . Even against these orders, 

·up Lo March 1979, 7 sets of item ' A' and 10 sets of item 'B' 
(cost : Rs. 850.48 lakhs) were only delivered by the undertaking. 
The balance 9 sets of item 'A ' and 6 sets of item 'B' were expec­
ted to be supplied by 1981-82. T he undertaking had stated 
(October 1978) that slippages in delivery were mainly due to 
delay in receipt of raw m aterials and components from the 
l icenser firms. No liquidated damages were, however, claimed 
from the ftrms for delay in supplies, as revised delivery schedules 
were accepted by the undertaking in the interest of smooth imple­
mentation of the licence agreements. 

The sanctioned/actual cost of procurement of the equipment­
items 'A' and 'B' manufactured by the undertaking-was as 
under : 

Sanctioned/actual cost per set 

Item 'A ' Item 'B' 
(Rs. in lakhs) 

-<::ompletely assembled sets(imported) 47.39• 27.30 

- manufactured from kits of parts 25.44 

- rpanufactured from raw materials and compo-
nents 110. 27 49. 12 

(June 1977) (June 1977) 

*Actual cost intimated by the undertaking in March 1979. 

..... 
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T he co t of procurement of both items 'A' and ·B' manufactured 
by t:he undertaking from raw materials and component~ was 
almost double that of items manufactured from kits ot pans. 

During 1973-1978, the Ajr Force authorities sanctioned 
d vil works required for installation of the equipment at 16 a1r­
fields at a total estimated cost of R s. 202.75 lakhs. Up to 
February 1979, civil works were completed at 5 airfields, neady 
completed at 5 airfields, in progress at 3 airfields and not com­
menced at the remaining 3 airfields. Till February l 979, equip­
ment was full y jnstalled only at 4 airfields. Thus, even 3 sets 
of item 'A' and 6 sets of item 'B ' suppJjed by March 1979 have 
not been installed so far (November 1979). 

WruJc confirming the above facts, the Ministry stated (Novem­
ber J 979) that delay in delivery of the equipment was due to 
tlelay in receiving raw materials from the collaborators and that 
the increase in cost of production was mainly tlue to increase in 
cost of imported materials and customs duty thereon, amortisation 
of specia list expenses, tools and jigs and non-standard equipment. 

The case disclosed the following points : 

There was considerable delay in delivery of equip­
ment by the undertaking and 9 sets of item 'A' and 
6 sets of item 'B' were yet (November 1979) to be 
delivered, though th:!y were due to be delivered 
partly during March 1972 to March 1975 and partly 
during March 1977 to June 1978. 

Cost of procurement of items 'A' (Rs. 110.27 Lakhs) 
and 'B' (Rs. 49.12 lakhs) manufactured by the under­
taking from raw materials and components was al­
most double that of items manufactured from ki ts of 
parts. 



The equipment was yet (February 1979) to be fully 
installed at 12 (out of 16) airfields, thereby affecting 
operational capability, besides causing flight safety 
hazards. 

Under-utilisation of production facilities scl up at 
the undertaking was due to limited quantitil"S of the 
equipm~nt ordered by the Air Force, thereby render­
ing the production line uneconomical. 
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CHAPTER 10 

OTHER TOPICS 

40. Repair of folding boats procured [or Anny use 

Jn July 1968, the Army Headquarters placed two orders on 

a publ ic : cctor undertaking 'X' and a private fim1 'Y' for the sup­
ply of 168 folding boats each at total cost of Rs. 14.92 lakhs 

and Rs. 15. J2 lakhs respectively. Two more orders were placed 

(November 1969) by the Department of D efence Supplies on the­

samc suppliers for 55 and 35 boats at total cost of Rs. 4 .68 lak:hs 

and Rs. 2.97 Jak:hs respectively. 

Out of 426 boats received in a central ordnance depot (depot 

'A') during September 1969-September 1970, 238 boats (value : 

R s. 21.1 5 lakhs) were found, on inspection b y a Board of Officers, 

to have been received in a dam aged condition . The total estimat­

ed C06t ( Rs. 0.19 lak.h) of repairs of these damaged boats was 

re.covcre<l from the suppliers' bills. 

Out of 238 damaged boats, 186 boats were consigned (May­

June 197 1) to three Military Engineer Services (MES) formations 

'B' (88 Nos.), 'C (55 Nos.) and 'D' (43 Nos.) for carrying out 

necessary repairs. The remaining 52 boats left with depot 'A' 

were rcpai l'ed (cost not assessable) by the local Army Base Work­

shop. 

Of the 88 boats received in formation 'B', 58 were found to 

be ODt requiring any repairs and were transferred to another MES 

99 
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formation 'E '. These boats were issued by formation 'E ' lo user 
units soon after receipt. The remaining 30 boats were back­
loaded to depot 'A' without repairs. Out of 55 boats received 

in formation 'C', 46 were got repaired-25 through trade at 
a cost of Rs. 1.34 lakhs and 21 under its own arrangements at a 

cost of Rs. 0.10 lakh. The remaining 9 boats were back.loaded 
to depot 'A' without repairs. Out of 43 boats received in forma­
tion 'D', 7 were repaired under its own arrangement (cost not 
assessable); the remaining 36 boats were backloaded to depot 'A' 
without repairs. Thus, 75 repairable boats backloaded to depot 
'A' were merged with other repairable stock held ill that depot. 
The actual position of thei r repairs could not, therefore, be as~ 

certained in audit. 

Thus, while 238 damaged boats (including 58 boats subse­
quently found to be not requiring any repairs) valued at Rs. 21.}5 
lakhs were accepted subject to recovery of a sum of Rs. 0. I 9 fakh 
on account of estimated cost of repairs, the actual cost of repairs 

of 46 boats alone (cost of repairs of 134 boats not as c. sable) 
worked out to Rs. 1.44 Jakhs involving short recovery of Rs. 1.25 
lakhi; from the suppliers for repairs to these 46 boats alone. 

The Mini~try of Defence stated (November 1979) that the 
entire transaction pertained to a period of National Emergency 

of 1971 when these boats were urgently required by the field 
units. The repairs had, therefore, to be undertaken on a priority 

basis in view of the overriding operational compulsions. Never­

theless, the boats received during September 1969--Septcmber 
1970 (when there was no National Emergency) were accepted 

without proper assessment of the cost of repairs, thereby resuJt­
ia~ in short recovery of Rs. 1.25 lakhs in case of 46 boats alone 
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(cost of repairs of other 134 boats having not been assess;cd) 

from the suppliers. 
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