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PREFATORY REMARKS 

This Report has been prepared for submission to , the 
President under Article 151 of the Constitution. It relates 
mainly to ~tters arising from the Appropriation Accounts of 
the Defence Services for 1980-81 together with other points 
arising 'from audit of tbe financial transactions of the Defence 
Services. 

The cases mentioned in the Report are among those which 
came to notice in the course of test audit during the year 
1980-81 as well as th05e which had come to notice in earljer 
years but could not be dealt with in previous Reports; matters 
relating to· the period subsequent to 1980-81 have also been 
i ucJuded, wherever considered necessary. 

The points brought out in th.is Report are not intended to 
convey or to be understood as con.vcying any general reflection 
oo the financial adniinistration hy the departments/authorities 
concerned. 

(v) 
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~· CHAPTER l 

BUDGETARY CONTROL 

I . Budget and actuals 

The table below compares the expenditure incurred by the 
Defence Services in the year ended March ·198J with the amount 
of original and supplementary appropriations and grants for the 
year : 

(i) Charged Appropriations 

Original 

Supplern1.'1ltary 

Tota l 

Actual Expenditure 

Saving 

S1ving as p~rccntagc of the to ta l provision 

(ii) Voted Grants 

O riginal 

Supplementary 

Tota l 

Actual Exp~ndi turc 

Excess 

Excess as p,!rccntag.: of the total provision 

l 

.• 

(Rs. in crorc~) 

(71 

1 .90 

3 .6# 

3. 44 

0.20 
(per cenJ ) 

5 .49 

(R$. in crores) 

3796.36 

237. 11 

4033.47 

4090.93 

57.46 
(per cen.t) 

· 1.42 



2. Sapplemcntary grants/ appropriations 

(a) In respect of 4 Grants, supplementary grants (Voted} 

aggregating Rs. 237.1 1 crores, obtained in Jvf...a rch 1981 , proved 
inadequate as indicated below 

(Rs. in crorcs) 

Amount of G ram 
Gr:mt Nn. ------------ Actual Excess ( + ) 

Origina l Supp II!- Total ,·xpcndi-
mcntary Lure 

2 1·-Anny 2158. 35 101 .96 2260 .Jr 2306.27 (+ )45.96 

22- N avy 2 16. 54 18 .00 234 .54 240 .51 (+)5.97 

23 - Air Force 866.48 82 .47 948.95 "952.01 C-+ )3 .06 

u P.:nsion,, 228 .52 34.68 263 .20 266 .88 (+ )3 .68 

---
TOTAL . 3469.89 237 . 11 3707 .00 3765 .67 (+)58.67 

(b) Supplementary appropriations (Charged ) aggregating 

Rs. 190 lakbs ('Army' : Rs. 30 lakhs and 'Capital Outlay' : 

Rs. 160 Iakbs) were obtained in December 1980 (Rs. 100 

lakhs) and March 1981 (Rs. 90 lakhs) to meet decretal 

µpyments. 

In the case of 'Army', the ~riginal appropriation of Rs. 70 

Jakhs was increased to Rs. 100 Jakhs by obtaining supplementary 
appropriations of Rs. 30 Jakhs in December 1980 and March 
1981. Against this, the actual expenditure came to Rs. 94.10 

lakhs, leaving a balance of Rs. 5.90 lakhs remaining unutilised, 

~ 

~ 
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wbeteas surrender of Rs. 11.75 lakhs had been notified on 

31st March 1981. 

Against the total appropriation of Rs. 260 lakbs (original : 
Rs. J 00 lakbs and supplementary : Rs. 160 lalcbs) for 'Capital 
Outlay', the actual expenditure came to Rs. 249.19 Jakbs, te.aiving 
a balance of Rs. l 0 .81 lakbs remaining uautilised ; surrender of 
~ . 10 lakhs bad been notified on 31st March 1981. 

3. Ex~ over Voted Grants 

Excess aggregaling Rs. 58,66,58,788 over voted portion of 
4 Grants, as indicated below, requires regularisation under 
Artic1e 115 of the Constitution : 

G rant N0 

21 Army 

22 -Navy 

23 Air Fore.; 

24 P ... nsions 

TOTAL 

Tota l G rant 

Rs. 

Actua l 
Exp.:nditurc 

Rs. 

2260,31, 19,000 2306,27,0 1,358 

Excess 

Rs. 

45,95,82,358 

The excess was mainly under Ordnance Factories, 
Research and Development Organisation and 
Works. 

234,54,50,000 240,5 1,04,577 5,96,54,577 

T he excess was mainly under Pay and Al lowa nces 
of Navy personnel (including Civil ians) and 
Stor..: . 

948,95,00,000 952,0 I , 12,952 3.06,12,952 

The excess was ma i11ly under Pay and A llowances 
. and Works. 

263, 19,65,000 266,87,73,901 3,68.08,901 

T he execs~ was mainly under P.:nsions and o ther 
Retiremen t Benefits (relating to Army). 

3707,00,34,000 3765,66,92,788 58,66,58,788 



4. Control over expenditure 

The following are some instances of defective budgeting 
relating to Voted Grants : 

(a) Instances in whicq supplementary grants remained 
wholly or partially unutilised 

Grant No. 

Sub-Head 

'21 - Army 

A.I- Pay and Allow-

Origina l Supple- Total Actual 
Grant mentary Grant Expcn-

Grant di turc 

(Rs. in crorc~) 

Saving Amc um 
re-appro­
pria ted 

ances of Anny 723 .74 45 . 19 768.93 748 .53 20 .4-0 (- )5.22 

A.3- Pay a nd Allr w-
anccs of Civilian"s 11 6.99 8.28 125 .27 122 .88 2 .39 (- - )2 .75 

23- Air Force 

A.5- Stor..:s 649 .74 68 . 13 717 .87 710 .86 7.01 · (- )2 .98 

A.8- 0thcr fap.::ncli-
turc 8.61 1.09 9.70 9 . 10 0 . (j() ( -)0 .53 

·u - Pensions 

A.2- Navy 

(I) P1!11Sions and 
other Retire-
mcnt Bc11('fits 6 .75 0 .04 6. 79 4 .05 2 .74 ( - )2 .49 

A.3- Ai r Force 

( I} P.:nsions and 
other Retirement 
.Benefits 12 . 19 1.45 13. 64 I I . (i() 2.04 (- )2. 17 

-----

' I , , 

( 
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(.b~ Instances in, wl,tlch re-appropriations made W~)'.~ w_b.oUy 
unnefessary 

(Rs. in crorcs) 

Grant 0 . Sanctioned Amount F inal Actual Excess(+) 
G rant re-appro- Grant Expendi- Saving(- ) 

Sub-Head priatcd tu re 
22- Navy 
1\.5--Storcs 120.50 (- )6.50 114.00 123.76 (+ )9. 76 
A.6-:-W., rk..c; 18.50 ( + )1 .50 20.00 17 .47 (--'-)2. 53 
25·- Capital 0111/ay 
A.J- Ariny 
A. 1(2 Construction 

Works 90.00 (- )8 .50 8 1.50 90 . 72 (+ )9.22 
A.4· Ordnance Fae-

to ri ts 
A.4{ I)- - Construct ion 

Works 15 . 75 <+ )0 .25 16. 00 15. 58 (- )0 .42 

5. Injudicious surrender of funds 

Out of the provision of Rs. 326.47 crorcs (Voted) relating 
to Grant No. 25-Capital Outlay on Defence Services, surren­
ders ;i:ggregating Rs. 29.35 crorcs were notified under certain 
sub-beads on 26th February 1981 but the overall amount 
surrendered was reduced to Rs. 26.06 crores on 31st March 
1981 as indicated below : 

Sub-H~ali 

A .I- Army 
A. I (2}-Con~truction Works 
A. I (4)- Military Farms 
A.1r-Navy 
A.2(3} - Naval Fleet 
A.2(4)-Naval Dockyards 
A.3- Air Force 
A.3(3)-Specia l Projects . 
A.4- 0rd11a11ce FactorieJ 
A.4(2) - Machinery and Equipment 
A.4(3)- Suspcnsc 
A.6--£nsP"...ction O rganis:1 tinn 

TOTAL 

Amount surrendered on 

26th February 3 I st March 
1981 1981 

(Rs. in crorcs) 

2.50 1. 15 
0 . 15 

11 .04 7.43 
0.74 4 .66 

0. 10 0 . 10 

8.77 6.22 
6.00 6.00 
0.05 0.50 

29.35 26.06 
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The amounts surrendered on 26th February 1981 in respect 
of Sub-Heads A.1(2)., A.1(4), A.2(3) and A.4(2) were 
subsequently partly/~holly withdrawn .and re-appropriated to 
other Sub-Heads within the Grant. 

Against the total provision of Rs. 326.47 crores for the 
Grant as a whole, the actual expenditure came to Rs. 325.26 
crores, resulting in a saving of Rs. 1.21 crores only. Thus, 
surrender to the extent of Rs. 24.85 crores out of Rs. 26.06 
crores, notified even on 31st March 1981, proved injudicious. 

\ 

l 
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CHAPTER 2 

MINISTRY OF · DEFENCE 

Procurement and utilisation of 10-ton cbas.sis and vehicles 
built thereon 

1. Vehicles ( 10-ton 6 X 4) were intended fOr use in the Army 
mainly for the following roles : 

General Services (GS) role in the transport com­
panies of the· Army Service Corps (ASt); and . 

tractor role ior towing of 20-ton trail~rs. 

2. A test-check in audit of the procurement and utilisation 
of 10-ton chassis and vehicles built on these chassis for GS and 
tractor towing roles disclosed the following 

(A ) GS role 

3. In October 1968, the Ministry of Defence sanctioned the 
raising of two 10-ton Transport Companies of ASC. In the 
provision reviews carried out by the Director of Ordnance 
Services (DOS) at the Army Headquarters (HQ) during 1969 
and 1970, 680 numbers ( talcing into account 330 numbers for 
2 new transport companies) of 10-ton vehicles were found defi­
cient for GS role. To meet this deficiency, 3 indents were placed 
by the DOS on the Director General, Supplies and Disposals 
(DGSD) in May 1969 (230 chassis), April 1970 (150 chassis) 
and May 1970 (300 chassis) . 

The :OOSD concluded two contracts with firm 'A' located 11.t 
station 'Q' for supply of 680 numbers of 10-ton chassis manu­
factured indigenously at a total cost of Rs. 11.26 crores; the 
first contract was concluded for 230 chassis ( CO!it : Rs. 3.19 

7 
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crores) in January 1970 (and modified in May 1970) and the 
second for 450 chassis (cost : Rs. 8.07 crores as revised) in 
July 1971 . While 230 chassis against the first contract were 
supplied by firm 'A' by August 1972, the supply of 450 chassis 
against ·the second contract was completed in February 1975 
after 3 extensions to the sc.heduled delivery period were granted. 
All the. 680 chassis· were. delivered to a Central Vehicle Depot 
(CVlD) located at station 'X' (nearest to the location of 
firm 'A ') . 

4. Soon after placing indents on the DGSD for procurement of 
680 chassis, the DOS had also placed (June 1969, May 1970 
and June 1970) 3 indents for fabrication and mounting of cabs 
and bodies over the chassis (for 230, 150 and 300 numbers 
respectively) . These- indents were covered by the Department 
of Defence Supplies (DDS) by placing supply orders as under ~ 

When placed Firm on which placed Number of R:it<' JJC( 
ch:issis to be unit 
fabr ica1ecl Rs. 

August 1971 "B' c>f New D elhi 300 9,530 
Octo be r 1971 'C' o f Br mb;o y 250 8,195 
Fcbruar. 1975 'D ' of Jullunc' ur 127 10,250 

The remaining 3 ch~sis were issued (June-July 1973) to 
Electrical and Mechanical E ngineering (EME) units (2 chassis) 
and an ordnance factory (1 chassis) for development and train­
ing purposes. 

5. Firms 'B ' and 'C' completed fabrication of cabs and bodies. 
dn .300 and 250 chassis (contracted quantities) by November 
1975 and July l 977 ~tfte r 6 and 4 extensions to lhe scheduled 
completion period were gra nted to them respectively. Firm 'D', 
which was awarded (February 1975 ) the fabrication work of 
127 chassis on the basis of a limited tender enquiry was to com­
mence body-building work within 45 days after approval of the 
prototype. One chassis was issued to firm 'D' for this purpose 
i·n Jm1c 1975 after obtaining indemnity bond and insurance 

( 

.... 
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cover. The prototype submitted by the firm in August 1975 
was approved by the Director General of Inspection in October 
1975. Thereafter, 30 chassis were issued (January 1976) to 
firm 'D' from the CVD at station 'Y' (to which station 427 
chassis · bad been earlier moved) for 'fabrication work (at the 
rate' of 15 bodies per month). As firni 'D' failed to deliver even 
a single built vehicle despite extensions of time (the last extension 
up to July 1976 was granted in May 1976), the supply order 
was cancelled (January 1977) at its risk and cost and it was 
asked to return all the 31 chassis (including the one issued 
for prototype) . It was noticed in audit that no security deposit 
was made by firm 'D'. 

6. A Board of Officers · held (August-September 1977) for 
tho pmpose of assessing the condition and collecting the chassi 
from firm 'D' found that : 

the firm bad fabricated bodies on only 9 chassis 
(including the prototype) but those had certain defi­
ciencies; 

floor and certain other components only had been 
fabricated on a·nother chfissis; and 

'no fabrication work had been done on the remaining 
~ 21 chassis. 

Twenty-one chassis, on which no work h:ad been done by 
fli'c :firm ·'D', were taken over by the Board of Officers in September 

1977. In order to enable firm 1D' to complete work on the re­
maining 10 partly built chassis, the supply order was partially 
rcim>tated. (September 1977) ~ The firm, however, failed to 
complete even the reinstated. order . 

'r 

7. Another Board of Officers, convened to take over 10 
partly built chassis from firm 'D', reported (October 1979) that 
.all these chassis were lying in the open with a large number of 
fitmcnt items missing. As the whereabouts of the owner and/ 
or the partners of the firm were not know'n, the Board could not 
' take over these chassis. Yet another Board· of Officers, detailed in 

S/2 DADS/ 81- 2. 
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February 1980, took possession of these chassis wi t11 the hcip or 
civil pol ice and municipal authorities. The cost of d~magcs/ 
deficiencies in these chassis was assessed (June 1980) at Rs. 0.48 
lakh .. by U1e workshop attached to the CVD at station ·Y'. 1t had 
no t been possible for the Ministry to recover the amOU!'L

0 

from 
rhe firm Q fa r ( ovember J 98 I ) . 

8. Jn the meantime, due to non-availabil ity of aJequatc 
number ol' I 0-ron built ,vehicles, the units requ1ru1g l 0-ton 
vehicles had to be issued 3-ton vehicles. Consequent,y, t11e 
raising of o ne of the two 10-ton transport cotnpm1ics ~ !\SC. 
sanctioned in October 1968, w.as cancelled by the M io.1htry. of 
Defence in Janua ry 1976. T he review carried out in nct.obcr 
1976. however. revealed a surplus of 183 vehicles ,,i l 0-lon 
(buil t veh icles : 66 and chassis : 117 ) . 

9. While exa mining a pr<'~osal of the General Staff Bnoch for 
u tilisation of the surplus I 0-ton vchicks for GS role in :h•~ f ran&· 
pvrt platoon of the ASC and in Ordnance units in plac.; if 3-ror, 
vehicles which these uni ts hatl been using, the Quarter Master 
General (QMG) and th~ De puty DOS d id not recommc-d (M.:.1y 
and June 1977) the ind uction of 10-ton vehicles for G~ role in 
place 1..1f 3-ton w hicles. The QMG stated ( May I r7) that 
Lherc was very limited use for I 0-ton vehicles in an OiJ<~ratio'rn1l 

environment and suggested that the existing fleet o< 10-ton 
vehicles should be gr.adually replaced by 3-ton 4 X .+ v.:h,, :.:~. The 
D eputy DOS stated (June 1977) that lc>rrics 10-tonn · , :u.ld not 
be usefully employed in ord na nce i·nstallat ions because tn'1.5porta­
tion of such heavy loads was not a normal feat ure in t!':.; 'Jc!)Ots 
and. that for day-to-day clcpol functioni ng, lorr ies 3-tl'. '1.C hat! 
hcen fo und Lo be most suitable. AccordiJtgly, he si1i,!. !11; hatl 
no requiremen t of lorric 10-tcmne. 

10. With u view to u tilising the 183 vchic!es (bui lt , - id·:" : 
66 und cha sis : 117) rendered surplus (cost : R s. 3..t:' _rrm:s). 
:l propOSHl for reorganisation o f 3 existing 3-ton in1.! .... r)t.~ndei1 t 
transport platoons (Civi lian GT ) in to 10-ton platoon, having 
h.?.cn agreed to by a n Army Commaml. wa-; mooted ( pri. ', 978) 

{ 
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by the GS Branch and Lhc same was suuclioned by Lhe M b:stry 
of Defence in M;Ly 1978. T he total requirement o f the~~ (1-..:­
organised) platoons was worked out at 11 3 numbers o f LU-ton 
vehicles, against which the DOS proposed (June 1978) tl) i5suc 
to them 66 built vehicles held as surplus and 44 vehicle ot..t o r 
11 7 surplus chassis, ::tfter getting cabs and bodies fa hncatcJ 
thereon. ln October 1978 , the Ministry of Fi nance ( D.::t~ncc) 

approved the fa brication o[ c.abs and bodies o n 44 ch;}.)-1 • by 
the EME m a total cost of R s. 8. 14 lakhs. A t the n.:qu.:st 01' 
1hc DOS, HQ Technical G roup EME nominated ( ·o .. .;-nbM 
1978) an A rmy Buse Workshop located at station ·zz- ) di) 
the job as two other A rmy Base Workshops (one locat.;c. at 
statio n ' Y ' where tJ1e CVD was holding I he surplus cha;,;,!', ·ancJ 
the other at station 'Y Y') either did nu t have the requisi te ;;:quip­
ment and machinery or were fully boo ked up to 1980 to fu hncalc 
cabs and bodies o n cb'.lssis of ano ther make. A ll the 44 '-"i ... ssis 
were stock- moved. ( December J 978) from the CVD at stat io:. 'Y' 
to the C V D at sta tion 'X', involvi ng an expend iture of R~ 1.92 
l;Jkhs on freight. 44 chassis were issued <lur in3 January 1 Q/9-
.1 anuary J 980 to the Workshop at station 'Z:Z:, which comm..:nccd 
work in A pril 1980 a nd comple ted bbrication of 25 cha-.. ,1,, ti ll 
the end of March J 98 1. 

I I . Wi th a view Lo u ti lising the remaining 73 chassis. i· was 
decided (July 1979) to issue 18 eh .issis to Ord nance un its ft1r 
GS role. after fa bricatio n of c~tbs and bodies thereon a t :in \!"ti­
matcd cost of Rs. 18 ,500 per vehicle. TI1e authorisau0n <1f 
18 lorries I 0-ton t o 11 o rdnance/vehicle depots, by .a corr..:-;;pond­
ing red uctio n of 36 lorries 3-ton wac; ·anctioncd by the Minb.t,.y 
of Defence in D ecember 1979 . T he " autho risal ion" of 18 whiclcs 
was rai~ed (January 1980) to 23 by incl uding a rcs..:n.: of 
2:'i per r:e!.'I. T hese 23 chas is were moved (July 1980) from 
the CV D a l stat io n ' Y " to the CVD at stat ion 'X' (tr.nnsponution 
cost : Rs. 0.60 lakh) for feed ing the A rmy Base Wo rksll\lp at 
station 'zz· nominated to under take the job. O ut of thc:-.e 13 
chassis. 22 were sen• to the Wo rkshop in March ·and July I 98 1. 
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As regards the remaining 50 surplus chassis (held with the CVD• 
at station 'Y') , the .Ministry of Defence stated (No,vember 1981) 
that a propos,al had been initiated for utilising 48 chassis for 
fabrication of 10-kiJolitre petrol tankers. 

12. Th.e Ministry of Defence stated ·(November 1981) that : 

because o'f failure of body-building firm 'D', chassis. 
could not be built according to schedule; 

reduction in the requirements due to cancellation of 
rais ing of one transport company (10-ton) contribut­
ed to delay in utilis;ati-on of chassis; and 

against the total commitment of 67 chassis, 51 bad 
been fabricated by the Workshop at station 'ZZ' till 
September 1981 and were under release to the units. 

13. Thus, ao expenditure of Rs. 2.27 crorcs on 117 chassis 
(50 lying with the CVD at station 'Y', 51 built by Workshop at 
station 'Z'Zl up to September 1981 and awaiting release to units 
and the remaining 16 awaiting body-building) procured in 1974-75 
remained unproducti.ve for over 5 years. 

(B) Tractor role 

l 4. Vehicles ( 10-ton 6 X 4) were introduced in the Army 
for tractor role (towing of trailers) after the same were tried. 
out successfully in plains in 1971. A provision review as on 
1st October J 971 carried out by the DOS in respect of 10-ton 
ve hicles for tractor role r evealed a deficiency of 462 vehicles, 
against which t11e DOS placed (July 1972) an indent on the 
DGSD for procurement of 400 numbers of 10-ton chassis from 
firm 'A'. According to the indent, the chassis were required 
dur ing 1973-74 and 1974-75 at the rate of 200 numbers per 
year and were lo conform lo a particular specification. The 
e tim>.ted price (per unit) of chassis, as indicated in the indent 
on the basis of last procurement rate, was Rs. 1.44 lakhs. 

' 

r 
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The indent could not, however, be p'rocessed by the DGSD 
mainJy because the Army HQ could:not finalise the specificatio ns 
for H years (July 1972 to Jll!luary 1974) becaus~. or the 
difficulties faced by the Director of Inspection (Vehicles) in 
'finalising the drawings for winches, tow hooks, power steering 
and tyre sizes. Another indent for procurement of 62 chassis 
(I O-ton) was placed (January 1975) by the DOS on the DGSD. 

15. In a meeting (March 1975) attended by the Engineer:-:. 
1l1c DOS decided to procure : 

200 .chassis as per the existing specification i.e. 
without power steering, within a year of the con­
clusion of contract ; and 
262 chassis to be procured later as per the revised 
specification (to be finalised afte.r extensive 
technical trials). 

Tt was aJso decided. (April 1975) that body-building on 200 
-and 262 chassis wm.ild be entruste.d to trade and the A··my Bas:: 
·w orkshop at station 'ZZ' respectively. 

16. In July l975, the DGSD cooclutlcd a contract with fi rn1 
'A' for the supply of 200 chassis with the existing specification 
at the rate of Rs. 2.45 lakhs per chassis, later revised ( June 
J 977) to Rs. 2.45 lakbs (for 102 chassis) and Rs. 2.79 lakh~ 
(for 98 chassis) per chassis. The chassis (200 numbers) were 
delivered by firm 'A' to the CVD at stati.on 'X' during September 
l975- February 1977. Under the same contract, one more 
cha~sis wa') procured for the Director General, Ordnance 
Factories. 

17. Jn December 1975, the DOS placed supply orders on 
fi rm 'E' and a public sector undertaking for fabrication of bodies 
on 100 chassis each at Rs. 17,770 and Rs. 18,500 per chas, is 
respectively. Firm 'E' and the undertaking were to ccmmencc 
delivery of built vebkles at the rate of 10 and 15 numb~rs per 
month respectively within 4 weeks after approval of prototype. 
While the undertaking complctec.1 supply of I 00 vehicles in May 

• 
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J 977. firm 'E' was able to complete only 15 out of 30 chassis 
fc<l tc i l within tbe extendoo date of delivery (November .1977) . 
At th'-' request of firm 'E ' for off-loading the remaining work 
to some other firms, the supply order was short-closed (January 
1978) at 15 numbers. However, as. firm 'E' had done cc11ain 
amount of fabrication work on the relI)aining 15 chassis, a 
separ<11c supply order was placed (September 1978) on it for 
fhosL 15 chassis at R s. 16,500 per unit and the work wns 
compleiecl by 9th February 1.979. For the balance 70 chassis 
[t supply order was placccl (May 1978) by the DOS on firm 'F' 
at R1i 16,500 p_er ,unit. Supplies were completed l;y firm 'F' 
in April 1980. Out of 200 built vehicles, rdease orders were 
issued for 182 numbers against which 171 were rdcased to 

varim, units during July L977-July 1981. 

l ~. In t he meantime, in a meeting held (July 1977) in the: 
GS o:anch, tJ1e Engineers expressed tlieir reservations about 
lhc suitability of J 0-too vehicles for tractor role with particular 
rderu;Le to desert and iiver ine/eanal based operations. lL was 
accoroingly decided in this meeting that the Research and 
Dcvclc.pment Establishment ( Vehicl~s) should undertake a 
rrojcc: to introduce certain modifications in the (built) vehicle. 
to en hance their pC'lformance and that the deficiency of 262 
thassi" should be left uncovered till a more sujtable vehicle was 
J cvcloped. Thereafter, firm 'A' incorpmated certain improve­
men t<. <like power steering, single rear wheel, etc. ) in the chassis. 
As a result of review .carried out on 1st October 1977 (which 
revealed surpl us of 71 vehicles) and after taking into account 
71 vehicles of ano'the-r make already issued to units, the DOS 
rcquc."tcd (March l 978) the DGSD to· procme only 110 (out 
of th<' balance requirement of 262 held iu abeyance) chassis with 

. ~vise<! specification. A s the price quoted by finn ' A', viz .. 
R s. 3 3 lakhs per chassis (as against Rs. 2.45 lakhs/ Rs. 2 .79 
hkhs for ear]jer supply of 200 chassis) was considerably high;:-r, 
concurrence of the M inistry of Finance (Defence) was sought 
f30th December 1978). While the matter was under considera­
tion -S nn 'A' increased the price to R s. 4.46 lakhs per chassis 

• 
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with c1Iect from 1st April 1979. Since the increased price 
dcnianded by firm 'A ' was considered (July 1979) by the DOS 
to be 'abnormal'. opinion of the Engineer-in-Chief was sought, 
\\\ho observed (19th July 1979) that the vehicle was not suitable 
!oc the role due to its poor cross-country performance in the 
desert and riverine/canal based terrain and should not be used 
in this role. However, 127 (out of 171) vehicles were r eleased/ 
i~1mccl to the E ngineer units for maximwn possible use as they 
h~td ah ~aJy been procured. 

J 9. T he requirement for balance quantity (262) of chassis 
was-, thereupon. cancelled in August 1979. However. in view 
ofthc• <le.cision already ta.ken in April 1975 to entrust 262 chassis 
fof 'construction of bodies to the Army B ase Worksho9 at talion 
'72\ stores valuing R s. 5. 78 lakbs bad been procured by i t. 
Conscquc.>nt on the above cancellation, the stores became surplus 
:i.hd insirnctions were issued (J.a.nuary 1980) for back-loading 
these stores to the depots concerned. 

20 The Minist1 y cf D efence stated (Kovember 1981) that : 

the vehicles were procured for a ~pecifi.c role as tractor 
towing in plains after successful completion of trials 
and being a specialist vehicle, its alternative utilisa tion 
in GS role would not be cost-effective ; and 

the actual position regarding utilisatiqn of items out· 
of stores (value : Rs. 5.78 lakhs) procured against 
the commitment of construction of bodies. on 262 
chassis by the Army Base Worksbo{1 at station 'Z:Z' 
and rende red surplus due to subsequent qncellation 
of the commitment was being ascertained. 

21 . Summing up.-The following are the main p oints that 
emerge: 

(A) GS role 

Fabrication of cabs and bodies on 127 chassis was 
entrusted (February 1975) by the DOS t0 firm 'D ' 
which could not deliver even a single built vehicle 
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despite extension in the scheduled deliv~ry period 
(July 1976). 

Although supply order on firm 'D' was canocUcd 
(January 1977) at its risk and cost, 101 cbas.'>is 
(partly built) held by the firm were found (October 
1979) to be l ying in the open with a large number 
of fitment items missing ; the damagesjd eficiencies to 
these chass is, on bcing taken over , were assessed 
(June 1980) at Rs. 0.48 la.kh. 

Due mainly to canceUation (January J976) of the 
sanction for raising one 10-ton transport company as 
a resul t of non-availability of adequate number of 
built vehicles 66 built vehicles and 11 7 chassis 
became surplus to requirements (total cost : Rs. 3.4 5 
crores) ; out of these, 66 were issued to reorganised 
10-ton platoons. 

An expenditure of R s. 2.27 crores on 11 7 c11assis 
( 50 lying with C VD at station 'Y', 51 bui lt by the 
Workshop at station 'ZZ' and awaiting releqc;e, and 
16 awaiting body-building) procured in 1974-75 
remained unproductive for over 5 years. 

67 chassis were back-loaded to the CVD at 
station 'Y', in,volving freight charges of Rs. 2.52 !filths, 
for fabrication by an Army Base Workshop at s tation 
'ZZ'; out of these chassis the Workshop had 
fabricated bodies on 51 ch assis up to September 1981. 

(B) Tractor role 

Due to delay of 1 J yea.rs in finalising the spccifica.lionf: 
of chassis, 200 chassis with existing specifications 
were procured at the rate of R s. 2.45 lakhs . (for 102 
chassis) and Rs. 2.79 lakhs (for 98 chas, is) per 
chassis against the rate of R s. 1.44 Jakhs prc'Vailing 
at the time of placing the indenf io July 1972. 

.. 
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Despite the reservations of the Engineers that the 
vehicles with existing· specifications were not suitable 
for tractor role due to their poor cross-country ·per­
formance in tbe desert and riverine/canal based 
terrain and their suggestion that these vehicles should 
be utilised elsewhere due to their not meeting the 
operational requirements, various Engineer units were 
saddled with 127 (out of 171) such built vehicles 
(cost : Rs. 3.55 crores) . 

. 
Stores valued at Rs. 5.78 lakhs procured for fabrica:-
tion of 262 chassis (wit11 revised specifications) by 
the Army Base Workshop at station 'ZZ' became 
surplus due to subsequent cancellation of tbc order. 

7. Yurcba.sc of second-hand transport aircraft from a privnte firm 

Having regard to the de'Pletfog strength of a. transp0rt aircraft 
with the Air Force and the delay anticipated in the induction of 
a new version, the need to purchase 4 to 6 of these aircraft wa.'> 
accepted by Government in September 1975. These aircraft 
being no longer in production, purchase had to be ma.de of 
ccond-hand aircraft only. 

The Ministry of Defence issued (September 1975) Jett.cm of 
interest to 4 foreign firms 'A', 'B', 'C' and 'D' (from whom offers 
had been received earlier) for the purchase of 4 to 6 second-band 
aircraft. TilC letter of interest, inter alia, specified that : 

the aircraft offered should conform as close as 
possible to the standard of preparation of mWtary 
version ; and ' 

the aircraft and engines should have at lcasL 50 per; 
cent flying hours available before next overhaul, 
incorporate modifications and avionic equipment fits 
:ts specified and should be arranged to be delivered 
in India after satisfactory acceptance ffi1rht( s) · and 
checks. 
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Firm 'A' offered (September 1975) 6 aircraft conformfog to 
the prescribed standard of preparation and specification at a 
total pricx of US $ 3.66 miJlion for 6 aircraft ($ 2.665 roiUion 
for 4 aircraft). Firm 'B' offered (October l 975) 4 a ircraft in 
'as i"· where is' condition at a price of US $ 420,000 each and 
2 inorc m US $ 390,000 each. Both the firms offered to supply 
spare engines at prices of US $ 2'.2,000 and US S 26,000 caclJ 
respecti ve!~ and spares as '.VCU at a negotiated price. Tbe off~ 
of firm 'C- did not give any. estimates of prices and tJ1at of finti 
'D' stipulated conditions in regard to payment, wbjd1 were not 

.acccptab!e : hence these offers were not considered. 

The aircraft offered for sale by film 'A' were registered in 
the name of Mr. 'M' of foreign finn 'E', who represented firm 'A' 
during negotiation of the purchase. The aircraft ofierC'.d by firm 
'B' belonged to Governments of country 'X ' ( 4 nwnber ) and 
country 'Y' (2 numbers). Firm 'B' wa~ represented by an India n 
fi rm 'F', which previously represented firm 'E'. The Negotiating 
Committee constituted for tills purpose discussed (October 1975) 
these offer with the representatives of firms 'A' and 'B' and on 
its. advice the aircraft offered for sale by these :firms were inspected 
at their l.ocations by the representat ives of the Air Force 
fNovemb~r 1975) and a public sector undertaking. herealtcr 
'11nrlertaking' , (December 1975) resp~ctively. Only 5 airer.aft 
(from which the engines. avionic equipment and cockpit iostru­
me.nts had been removed) were made available by firm 'A' for 
inspection; external corrosion on these aircraft was noticed, 
hut the internal structure and :flooring were found corrosion free. 
The. 4 afrcraft belonging to Governments of countries 'X' and 'Y' 
offered by firm 'B' were 'found to have been main!Mined .in a 
satisfactory condition except for one in wluch corrosion was 
noticed. - ·- ~ ... ~{ 

. Negotiations with these two firms were resumed in July 1976 
and as a result firm 'A' gave a revised offer of US$ 612,000 each 
for 6 aircraft and US $ 646,000 each for 4 ai rcraft (later reduced 
to US $ 596,000 each) alongwith spare engines up to 10 uni ts 
at US $22.000 each and spares at US $45,000 . Firm 'B', 

-

,-



,,. 

,. 

. 
/ 

however. intimated (July l 976) that 4 aircraft belonging t<> 
; Government of country 'X ' were no longer available and instead 

offered 2 aircraft each belongi ng to Governments of' countries 
. ·y• and 'Z' at US $ 368,000 and US $ 420,000 per aircraft res­
pectivcl: . The offer also included 6 spare engines a t US $ 252,000 
anu ] f 1 propellers at US S 48,000 ; besides, spares valued at 
US $ 1.300,000 were offered [rec of cost. T he Guidance Com­

.mittce constituted to· advise the Negotiating Commjttl!c considered 
(J uly 1976) the relative merits of. the two offers and on its 
dircctk1n enqui ries were made from the Governments of countries 

.·'X?, 'Y' and 'Z' if the aircraft offered by firm 'B' were ava ilabYe 
for d in .. .:-t purchase and if so, their price and condition. 111e 
cnguinc., confirmed that 2 aircraft (with spare engines and sJ::t.lres) 
of' counlr) 'Y' were available at US $ 1 miilion as a package deal 
and 2 aircraft (with spare engines and spares) of country 'Z' at 
US $ 750,000. The availability of the aircr~t from cuur try 'X ' 
was, however, not clear. The Guidance Coffimittce cuscussed 
these offers in September 1976 and came to the conclusion that 
in ·spite of the offers from the Governments concerned being lower 
than thoi;c of firm 'B' . there were certain advantages in procuring 

. these aircraft through agents who would be respons rb~c for 
carryin:g out necessary checks and delivering the aircraft in fiy­
·WOr t11y condition. The Guida nce Comouttee, therefore, directed 
Ll1nt if any party offered the aircraft at prices 10 per cent below 
those quoted by the Governments of countries 'Y' and 'Z', the 
deal might be finalised . On a fresh ofier received (Angnst 1976) 
for t11c first time from an Tndian fi rm 'G' f.or 2 ai1·craft from 
country ·H' at US $ 360,000 per aircraft. the Guidance Committee 
considered all the offers again on 10th November 1976 and 
decided that arrrangements should be . made for the iosocction of 
ai rcraft of country 'Z' (as those were not inspectecl car1ier) , 

·1h at negotiations be made with fim1 'B' to obtain the aircraft at 
p rices offered by the Governments of countries 'Y' and 'Z ' and 
that no other offer be conswered. 

· · · Meanwhile, on 19th November 1976 a representative of Jirm 
'A' · delivered in person a revised offer a t US $ 510,000 per 
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-aircraft with 2 spare engines at US $ 22,000 each ( total ·value 
o f the offer for 4 aircraft with 2 spare engines camt' tq US 
$ 2,084,000). Firm 'B', on its part, offered (7th December 
1976) to sell 4 aircraft with 6 spare engines and spares at the 
prices quoted by the Governments of countries 'Y' and ·z· ;.e. US 
$ 1,750,000 which included spares valued at US $ 1,200,000' at 
the invoice price. TI1c offer of firm 'A' was further brought down 
(7th December 1976) by negotiations to US $ 1,950,000. The 
comparative costs of the two offers of finns 'A ' and 'B' o n a 
like-to-like basis were arrived at Rs. 191.70 Jak.hs ( US $ 2.13 
million) and R s. 199.30 Jakhs (US $ 1.89 million plus Rs. 28.84 
Jakhs). 

The cost of spares (with an invoice value of US $ 1,200,000) 
offered free of cost by firm 'B' was excluded in computing the 
comparative costs. · it was, however, conceded that the differnnce 
in the offers was 'marginal and there would be saving in foreign 
exchange in accepting the offer of firm 'B ' as the overhaul of 
these ~ircra.ft was to be carried out in India by the undertaking. 
The lead time for making available the aircraft for deployment 
was J 8 months in the case of firm "B' against 3 mont11 in the 
case of firm 'A'. This delay was not acceptable to the Air Force. 
Thus, the offer of firn1 'A' was accepted and Government sanction 
was issued in March 1977 for the purchase of 4 aircraft and two 
spare e_ngin cs from firm 'A' at a cost of US $ 1.950 million. 

A contract was, therefore, co11cluded in February 1077 with 
firm 'A' represented by firm 'E' in the per son of Mr. 'M' for the 
supply of 4 aircraft and 2 spare engines at US $ 1.950 million. 
According to the terms of the contract the aircraft with certificate 
of airworthiness from the Federal Aviation Administration of 
-country 'U' were to be made available at station 'V' for insr>eetion 
and acceptance between 45 to 110 days from the date of op-01u11g 
a letter of credit for payment due und~ the contract. Ni11ety-fivc 
per cenl of the contract price was payable through Jetter of creilit 
-0n delivery of each aircraft/engine and the balance within 3(} days 
o f its acceptance. The terms of contract excluded aJl warrianties 
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of performance except those as were available from the repair 
· agencies for the repair/ over haul work done on these air.craft~ . 
The letter of credit under the contract was issued and opened in 
March 1977 for the contract amount and the aircraft were, there­
fore, to be delivered between May and July 1977. Before the 
aircraft were made available for acceptance, a petition was filed'. 
( 17th May 1 ~77) by firm 'F against firms 'E' and 'A' in a court 
of law in India, claiming to be the authorised agent of firm 'E' 
and for the payment of 5 per cent commission to it on the sale 
of the .aircraft. The court restrainerl (May and June 1 Q77) the 
payment of any amount to Mr. 'M' and firms 'E' and 'A'. The 
order could be got vacated partially only in July 1977, when 
payment was authorised to be made retaining 5 per cent of the 
contract amount. 95 per ce~t payment due under the contract 
was, therefore, released on 29th July 1977. Thereafter, a revised 
delivery schedule of the aircraft between 10th August 1977 and 
14th December 1977 was mutually agreed: 

Meanwhile, on inspection of the aircraft by the representative 
of: the undertaking in June 1977, it was noticed that tbe aircraft 
did not conform to the military version as was undastood at 
the time of negotiations. Also, certain modifications (90 numbers, 
cost of which was not available) bad not been incorporated. The 
brake system fitted to the aircraft was also not the same as the 
one in use with the Air Force. Since the contract did not clearly 
lay down these requirements and the certificate of air-worthiness 
had been obtained from the agency mentioned in the contract, the 
contractual enforcement of these requirements (financial eff«?Ct 
not available) became doubtful. However, to avoid delay in 
ferrying the aircraft, the first aircraft was accepted on 15th August 
1977 with these deficiencies after notifying 1irm 'A'. The aircraft 
was accordingly ferried from station 'V' to India on 29th August 
1977 when en route at station 'W', the engine of the aircraft failed 
and the aircraft had to be feathered. A spare engine of the Air 
Force was flown. from India and the aircraft after repair was ferried 
to India on 25th S<;:ptember 1977 . 



22 

Arising out of the failure of the engine and Lhe disputes :-cgard­
ing deficie•ncies noticed in the aircraft, further negotiat ions were 
held in Inclia with Mr. 'M' (of firm 'E') and a suppk ncnlary 
agreement was concluded in January 19"/8. Under the rcrms ot 
this agreement, the seller was to arrange the overhaul ur the 
defective engine free of cost and al o lo provide war.rant~ 1ga inst 
defects o r damages that would become apparent before ~5 th J une 
J 978 in the eng ines, propellers a nd relifecl rotable components 
o f the aircraft supplied. The seller al o agreed to suppl ~ ·fee of 
cost mod ification kits in r csj)'ect ol' l l modifications. \\ JCrcver 
not already incorporated in the aircraft as well as <>cl~ or' spare-.~ 

for the brake syskm fi tted with uircraft. A sum of US \ ''),000 
was to be retained for th is purpose from the payment du~ 10 the 
firm. The modification kits and spares for the brake "Y't : 111 had 
not been . upplied . o far ( Octobe r 198 1) . 

The other 3 ai rcraft were made avajl<1blc for inso~.: t on on 
27Lh Ja nuary 1978 and after acceptance were ready to b.:- e rried 
on 2 1st February 1978. On 14th FebruarY. J 978. firm ·A" ·1fo rm­
c<l Governme nt that Mr. 'M ' no longer rc;'.:rc-scntcd it J.nd that 
it would, in future, be represented by another person ~J ' P' of 
country ' AA·. T he aircraft had not been clcregisteret.l : n m the 
name of Mr. ' M' and (egistered in the name of the G·H .:'"Tlment 
of lnilia .. · On 28th February 1978 , Mr. ' P', the new ag~11 t if firm 
'A'. clajmecl payment of US $ 599.9 15.41 (later in Ma r.:11 1978 
an additiona l sum of US $ 22 ,11 4) towards cxpe·nditu r~ neum~d 

on atlcli tional modifications iucorpora tcd. other incid~nta· ...:lmrgc. 
and hangar::igr and detained the -.1i rcn1 ft pe11t.lin1T pa>·m..: nt , these 
claims. In M a rch 1978, the agency which overhauled th~ ·,ircraft 
obt:i ined a court o rder of country 'AA' res train ing the r~ _:1se of 
the aircraft until the payment of Swi..,s Francs I mil lio 1 l11c to 
it from Mr. ' M" for the overhaul work done on the~.: · 1rcrafl. 
T he Ministry o f Dcfcnc' stated (October 198 1) that nn ')Jymcnt 
was made and the aircraft were got rckascd on 13th D . .:cmbcr 
1978 "without ·the in tervent ion of court''. Tht: legal ~l{ocnsc: 

j ncurrcd in fore ign exchange nmou ntcd In R s. 2.82 lakh'>. Since 
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these 3 aircraft had been parked for over a year with no main­
tenance, they could not be ferried before they were n.:chcckcd 
for their flight-worthiliess. This work had to be enLrrn;tcd 

(December 1978) to the repair agency ~t an expenditure not 
exceeding Swiss Francs 55,000 (Rs. 2.96 Jakhs). 

The Air Force crew of 21 sent abroad on 25th January 1978 
for ferrying the aircraft had to be detafoed in country AB' for 
varying periods up to 1st February 1979 pending the release of 
the a ircraft. An expenditure of Rs. I 1.56 lakhs ( m foreign 
exchange) was incurred on the stay of th~se personnel. The 
aircraft were ferried to India in February 1979. A ' regards the 
engi ne of the first afrcraft that failed en route, the co ·t of •wcrhaul/ 
replacement was to be borne by firm 'A ' . But the MinisU::y of 
Defence authorised (November 1979) the payment or £ 3,150 
(Rs. 56, 170) to the repafr agency. The recovery of he same 
from firm 'A' was yet ( October 1981) to be effected . 1'he final 
payments under the contract were also yet to be scttlc<l October 
198 l) . 

T he Ministry of Dc'.'cnce stated (October 1981) t i' ,L : 

in computing the comparative costs of ofkr~ if ftm1s 
'A' and 'B', cost of spares (US $ 1.2 million) offered 
free of cost by firm 'B ' was taken into con:-.idcra lic\n, 
b ut was rejected as it was a ·non-asset' : a itl 

in any contract, it was only possible to la~ \J(,wn the 
hroad standard of preparation and not to ~o into 
details of individual items a nd modificatio11.., 

AIJhough 1hc 4 aircraft were in use , the followi ng are the 
important points noticed in the deal : 

The contract for the purchase of the ait\.rlft was 
concluded wi1h tirm 'A' which did 110 1 ,,rn tl1e 
aircraft. 
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The offer of firm 'A' was considered as cheaper than 
that of firm 'B' by Rs. 7.60 Jakhs without taking 
into account the spares (invoice value : US $ 1.2 
million) offert;d free of cost by firm 'B'. Beside.s, 
the acceptance of the offer of firm 'A' involved an 
additional expenditure in foreign exchange to the tune 
of US $ 236,000 (Rs. 21.24 lakhs). 

As the contract did not clearly specify the standard 
of preparation required ot the aircraft, certain require­
ments as understood at the time of negotiations not 
complied with, could not be contrJ!.ctually enforced 

. (the finanCial effect of the same was not known). . ' . 
One of the reasons for preferring firm 'A ' was stated. 
to be that the aircraft would be available for deploy­
ment within 3 months of the date of signing the 
contract against 18 months if the offer of firm 'B' 
had been accepted. In fact, 3 out of the 4 aircraft 
were available for deployment after a delay of 
19 months. , .,~~ 

Government had to incur extra e,xpenditure of Swiss 
Francs 55 ,000 (Rs. 2.96 lakbs) on the recheck of 
3 aircraft before they were ferried and Rs. 11 .56 lakh 
on the crew detained abroad besides legal expenses 
of Rs. 2.82 lakhs in foreign exchange. 

8. Procurement of cables 

A project office of the Ministry of Defence was enLrusted 
(April 1970) with the setting up pf a number of closely connected 
and inter-phased systems and installations. Tbe initial 
requirements of 759 kms. of speciaj. type of cables for stage •I of 
the project were met through a contract concluded in November 
1973 with a foreign firm. The contract contained an option to 
order stage II requirements at the stage I prices subject to the 
ordet being placed within 6 months i.e. by 9th May 1974. 

• 
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~ · connection with the import of cables to meet stage ll 
reqt,1i~ements, the question of manufacture of these cables by a 
public sector undertaking (hereafter called 1undertaking' ) was 
co,nsidered (November 1973) by the Steering Committee of the 
p~qject in order to conserve foreign exchange. Accordingly, a 
lett.er . o'f intent was pl.aced (14th May 1974) on the undertaking 
for supply of 420 kms. of cables iu various sizes (as per the laid 
down $pecifications) during J;anuary--September · 1975. The 
.iob .of _laying the cables by the Posts and Telegraphs Department 
was to be completed by 3 l st March 1976. 

During -discussions in tbe meeting of the Steering Committee 
held on 22nd May 1974. the following points were brought 
out .: 

Even though the undertaking had not productionised 
these t}tpes of cables before, it was hopeful of 
manufacturing the same with the technical assistance 
of its foreign collaborators. The Air Headquarters 
being the users had, however, reservations 
about this as the expertise in the undertaking had 
not been proved. 

The requirement of cables for stage II should be 
obtained from the foreign firm which held the offe1 
open up to the extended date, viz. 29th May 1974 
at the original prices (applicable to stage 1 
requirements). Import of 420 kms. of cables for 
stage IT would cost Rs. 70 lakhs as agai nst Rs. 180 
Jakhs (including foreign exchange of Rs. 66 lakhs) 
indicated by the undertaking. 

The letter of intent should be placed on tbe under· 
taking for stage m requirements (about 1,000 l'llls.) 
so that the latter could undertake experimentation 
and development activities to manufacture the cables 
as p~r required specifications. 

S/2 DADS/ 8 1- 3. 
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However, based on the assurance given by a member or 
Steering Committee representing the Ministry of Communications 
that the cables manufactured by the undertaking would meet 
users' specifications fully, a decision w.as taken on 1st July t974 
to place · orders on the undertaking on or before 5th July 1974. 
Accordingly, .a tirm order was placed (2nd July J 974) n the 
underaking for supply of 420 kms. of cables between 15tb. May 
and 15th October 1975 without placing initially a development 
order. The agreed compliance chart for specifications formed . 
part of the order . A price of Rs. 130 lakhs ( including an ad hoc 
discount of about Rs. 8 lakhs) was indicated in the order, but 
this was subject to negotiations on receipt of information of cost 
per km . for each type./size of cable. As per the supply order, 
the Directorate of T echnical D evelopment and Production: (Air) 
was nominated as Inspectors . Test plans for testing of material 
and finished products to be proposed by the undertaking anti 
accepted by the project office were to form part of the contract 
and the formal contract was to be concluded later on finalisation 
of the rates, etc. In tbe meeting of the Steering Com mittee held 
on 5th Tovember 1974, it w.as decided in consultation wtth the 
undertaking that the contract would be at a fixed price with a 
provision for escalation in prices of raw material and wages. 
The quantity of cables to be supplied was, however , reduced to 
400 kms. in June 1975 and a final price of R s. 157.87 lakh <: 
(excluding Rs. 1.26 lakhs being the cost of joining tool kit. 
and joining material) projected by the undertaking was accepted 
after examination by the Ministry of Defence of the cost details 
given by the undertaking. 

At the request of the undertaking, Rs. 120 lakh; were 
advanced by the M inistry of Defence on different dates during 
August 1974- Marcb 1975 on an ad hoc basis to enable it lo 
purchase raw materials, although there was no provi,.ion for 
such advance in the supply order. The advance was to be 
adjusted against payments due to the undertaking under the 
provisions of the contract (which was to be finalised later) . 

--
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As the cables in question were being manufactured 
jndigenously for the first time, a Technical Co-ordination Authority 
(TCA) was nominated by the Ministry of Defence in October 
1974 and its Advisory Committee (in which the undertaking was 
represented) made it clear that the test plans approved by th.is 
committee would be the basis for .1cceptance/check out of the 
cables by the Inspectors. The test plans were discussed in tJ1e 
TCA and finalised in February-March 1975. 

Certain cables offered by the undertaking from the first 
production batch were inspected by tbe Inspectors during June­
July - 1975. The cables did not pass the prescribed stability 
tests. In the meantime, in order to adhere to the stipulated dates 
of supply, the undertaking manufactured 155 kms. of cable. 
before the initial production batch of 25 (out of J 55) kms. wa · 
tested by the Inspectors as 'First Article Test' (FAT) . The 
report of the Inspectors was discussed ic the meeting of the fCA 
held on 28th July 1975; since the cables bad fa iled in the FAT. 
the undertaking was advised (July 1975) by the TCA to top 
subsequent production. While contesting the findings of 
Inspectors, the undertaking stated in the ·meeting of the TCA 
held on 15th September 1975 that with a view to adhering to 
the delivery schedule, it took a calculated decision to proceed 
with the manufacture of -130 (out of 155) kms. of cable in 
anticipation of the approval of the lnspectors. 

To resolve the deadlock, the Steering Committee fom1ed a 
suh-committee to examine . the issue from technical angle. After 
repea.ted-deliberations, the sub-committee recommended (February 
1976) , inter alia,__ that the users/purchasing authority should accept 
the lengths of the cables already produced as a special 'case to 
avoid national wastage. On inspection of the cables already 
manufactured, a quantity of 95 krns. was found (July-August 
1976) otherwise acceptable, of which 91 kms. of cables (valued 
at Rs. 31.63 lakhs) were supplied by the undertaking to the 
project authorities. Expressing its inability to meet the requireLl 
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peciiications, the undertaking finally advised (June 1976) the­
project authorities to obtain the 'future requirements by import. 

Accordingly, a fw·ther quantity of 351 luns. to meet ;a part of 
stage II and III requirements (including maintenance reserve) 
wa · obtained (April 1977) from the same foreign firm 
at the rates obtaining in the earlier contract of No.vember 1973. 
The cables were received during January-February 1978. 

In January 1977, the undertaking had been asked to refund 
tbe balance of advance amounting to Rs. 88.37 lakhs, out of 
which R . 34 lakhs were refunded in September 1978, leaving a 
balance of Rs. 54.37 lakhs with the undertaking. In the mean­
time, tbe undertaking presented a counter-claim for Rs. 35.80 
lakbs on account of loss sustained due to disposal of balance o( 
cables at low price (Rs. 6.80 Jakhs) , loss of profit and under­
util i ation of factory (Rs. 24.00 lakhs), material procured but 
not used 1Rs. 5.-00 lakbs). 

TI1e counter-claim was refuted (June 1979) by the Ministry 
of Defence. The undertaking having not shown any inclination 
to refund the balance, the matter was taken up (October 1979) 
with tbe Bureau of Public Enterprises (BPE) for settlement 
through arbitration. 

The arbitrator gave (May 1981) his award as under : 

tbe loss of Rs. 7.15 Jakhs su~tained by th,e 
undertaking due to excessive scrappage should be 
shared in the ratio 2 : 1 between the undertaking 
and the Ministry of Defence; 
the difference between the book value of the surplus 
non-utilized stock of raw material valued at Rs. 5 .11 
lak~s and actual realisation on its disposal should be 
borne by the Ministry of Defence: and 
the undertaking should refu-nd the balance. amount .of 
advance of Rs. 54.38 lakhs after retaining a fair and 
reasonable amount to cover themselves against the 
loss arising from dispasal of surplus raw material. 

I ,, 
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lnc award was accepted by the Ministry of Defence in June 
1981. The undertaking refunded (July 1981) Rs. 49.25 lakhs 
after retaining Rs. 2.38 lakhs towards Ministry's share on account 
of excessive scrappage and Rs. 2.75 lakhs to cover loss arising 
from disposal of surplus raw material. 

It will thus be seen that the Ministry had to incur an 
expenditure of Rs. 19.44 lakhs on the procurement of 91 kms. 
of sul>-standard cables and additional charges amounting to 
Rs. 5 .13 lakhs as a result of the award . This could have been 
avoided, but for its decision of placing a bulk order for :-upply 
of 400 kms. of cables instead of vlacing development orders for 
. mall quantities in the first instance, although it was aware ot 
the fact that the cables were being manufactured by the under­
takjng for the fust time. According to the Ministry of !Defence 
(December 1980) , the decision to place (bul k) order on the 
undertahlog for supply of cables was a part of Government guide­
lines regarding self-reliance and the capability of the undertaking 
was endorsed by the technical authori ties. But evidently neither 
self-reliance nor saving in foreign exchange . could be achieved 
in this case when the attempts at indigenous production had 
eventually to be given up; as enough time was not allowed for 
development of the cables, a normal requirement in such cases 
which could hardly be in apposition to the guidelines laid clown by 
Government. 

, 
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CHAPTER 3 

ORDNANCE AND CLOTHING FACTORIES 

9. IE'stablisluncnt of production facilities for an anununition 

. lntroduction.-A new medium range gun had been introduced 
io service since 1966. Both the n~w gun and' its ammunition 
were, however, being imported from a foreign country. As 
the new gun was expected to be in service for the next 20 years 
or o, it was proposed (1965) to establish facilities for indigenous 
production of the ammunition to achieve self-sufficiency. 
According Lo the Ministry of J)efonce (November 1980), the 
gun would remain in service at least till the end of tl1is century. 
Jn November 1965 , a contract was concluded with the foreign 
country for supply of licence and technical documentation for 
the establishment of indigenous production of the ammunition. 
The documentation was receiv~d by Government in April-May 
1966. 

Jn Ap.ril 1968, it was decided in a D efence Ministry 
Production Committee (DMPC) meeting to set up faci lities for 
production of 5,000 rounds of both HE and AP types of the 
ammunition in a single shift of 8 -hours. per month. ln July 
i 968, a contract was concludeu with the foreign country for 
supply of 8 items (16 numbers out of J 59 numbers required) 
of plant and machinery at a cost of Rs. 5.43 lak.bs. Jn February 
l 969, a protocol was signed for preparation of a limited .technical 
project report (LTPR) to cover the technological process of 
production of shell body and cartridge case as well as of filling 
of fuze detonator and primer. Jn June 1969, it was decided to 
restrict the production to 5,000 rounds of HE type ammunition 
only as the AP type was not required to be produced indigenously. 
The foreign country was requested to prepare the L TPR 
accordingly. 

_ Meanwhile, in view of delay in finalising the project report 
by the foreign country, the DMPC decided (July 1971) with 
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the approval of the Defence Production Board (October 1971 ) 
%ai the Director General, Ordna·nee Factories (DGOF) should 
"gb'i.ahcad wi th the import of plant and machinery Erom other 
'sol.o:ee~. if assistance from the foreign country was not forth-

. 'coming. The project was finally sanctioned in October 1972 
at a total cost of Rs. 16.47 crores comprising plant and macbin0ry 

· (Rs. 1'2.27 crores) , civil works (Rs. 3.50 crores) and inventory 
ifoJDS"/contingencies (Rs. 0.70 crore). It envisaged production 

··of; 5,000 rounds of HE type ammunit ion in a single shift of 
·s hours per month in three factories, viz. , factory 'A' (shell 
body) , factory 'B' (cartridge case) and factory 'C' (final assembly 
a~d filling of shell, cartridge case and fuze) . Empty fuze required 
f6i' the ammunition had already been decided (1969-70) to be 
pfoduced i~ factory 'A'. However, according to the Ministry 

· (November _1981), the pro9uction of iuze in small qu3ntity could 
lie expected only in the year 1980-81. 

.. 
The project was expected to be ·completed \\oithin 5 years 

from the. date of its sanction (by October 1977). The date of 
completion of the project was revised to August 1978 and finally 
to 'Jime 1984. The production cost of the ammunition was then 
(May 1972) estimated to be Rs. l,100 per round against the 
tl~en import price. of Rs. 1,350 per round . 

;: · 2. Execution of the project 

2.1 Till F ebruary 1978, 3 administrative approval$. for civil 
wotks aggregatµig Rs. ;304.66 lakhs had been issued, the details 
of which are indicated below : 

t;;ictory Month of issue of adminis- Probable date of Actual date of 
trative approval with cost completion complet ion 

~i" February 1978* foptember 1978 October 1978 
. ' (Rs. 39. 12 lakhs) 
:w · October 1973° December 1975 June 1976 

(Rs. 97.50 lakhs) 
·'Cl November 1973 .. March 1976 October 1976 

(Rs. 168.04 lakhs) 

•D~lay in issue o f adminis.trative a pproval was due to delay in finalisation 
of procurement action for shell forge plant, for which the works were 

,; ;, intended. 
' · ~,.Delay in issue of approval was due to time taken in processing of cases 

for Government sanction. 
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The administrative approval of November 1973 pertaining 
to 'factory 'C' pro,vided for part air-conditioning of the shell filling 
shop at a cost of Rs. 6.62 lakhs. The works were completed 
in October 1976, but without air-conditioning as it was not 
considered (May 1974) to be a technical ueces ·ity at' 
a temperature of 60 degree centigrade. However, later (August 
1977) it was decided to air-condition the building as the ol'erators 
felt uncomfortable in working continuously on the plant and as 
other forms bf forced ventilation could not be adopted due to 
presence of explosive dust. In November 1978, therefore, a 
supplementary approval was issued by Government for air­
conditioniug of the shop involving additional cost of R s. 10.68 
Jakhs. In July 1980, the Ordnance Factory Board (OFB.) 
revised the approved cast upwards under its own powers to 
Rs. 16.03 lakhs due to increase in tendered rates and non­
acceptance of an offer before its date of validity (20th February 
1980) . 

Consequent on delay in obtaining financial concurrence. the 
air-conditioning work was completed in July 1981 but the plant 
was yet to be commissioned (October 1981). 

2.2 The position of plant and machinery (excluding 
accessories) in respect of the 3 factories as on 31st March t981 
-
was as under: 

Factory 
'A '· 

Factory 
'B' 

Factcry 
'C' 

Total 

----
(i) Number initially assessed 

as required 75• 56 97 .· 228 
(ii) Number finally assessed as 

requi red j 14 57"* 166 ~n 
(iii) Number ordered SR 55 160 303' 
(iv) Number received 78 52 156 Ul6 
(v) Number ins talled/commi-

ssioned . 73 48 136 257 

*Includes 16 numbers contracted for in July 1968. 
,.,.T11cludcs an additional tapering press for cartridge case shop at factory 
. 'B' sanctioned for procurement (Rs. 44 lakhs) by G overnment in April 

1981. According to the Ministry (November 1981), the press was not 
meant for this project whereas the Government sar.ctirn indica ted that 
it 1'Ms meant for this 1m :-jeet. 
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2.3 In Octo.ber 1980, the project esLimate was revised from 
'Rs. 16.47 crores (1972) to Rs. 23 crores comprising plant and 
machinery (Rs. 17.97 crores), civil works (Rs. 4.73 crores) and 
inventory items/ contingencies (Rs. 0.30 crore). The increase 
(Rs. 5.70 crores ) in the cost of plant and machinery bad been 
attributed to escalation of prices between the period of preparation 
of estimates and actual procurement as well as to additional 
requirement, and in that of civil works (increase : Rs. 1.23 
crores) to additional requirement for shell forge shop in 
factory 'A' and for production o! smok'c pellets in factory ·c• 

The expenditure booked against the project up to 31st M arch 
1981 was Rs. 15.43 crores comprising p lant and machinery 
( Rs. 12.30 crores) and civil works (Rs. 3.13 crorcs) . 

3. Productiou.-During January 1974 to April 1978, th~ 
Army authorities placed 5 indents on the DGOF for total 2.33 
lakh rounds of the ammunition. The DGOF planned (July 
1976/ 1977) to produce ~675 lakh rounds during 1976-77 
< 500 rounds). 1977-78 q ,ooo rounds), 1978-79 ( J 5,000 
rounds ). 1979-80 (50,000 rounds) , 1980-81 (1 Jakh rounds) 
and 1981-82 ( 1 Jakll rounds) , although some vital items of plant 
and machinery were. yet to be received and/or commis ionl9.d. 
Accordin.11: to latest indication (N ovember 1981) , however, 
5,000 roqnds ( 1979-80) and LJ ,000 rounds ( 1980-81 ) ·were 
produced aod issued. The production planned fo r 1981-82 was 
25.000 rounds. According to the Ministry (November 1981) , 
the shortfall in production was due to shortage of ~hell forging ~nd 
also problems of selection/ procurement of materia l for fuze body. 
As on 31st Mt1rch 1981. the position in the 3 factories was as 
under : 

.1.1 Factory 'A '.- During December 1973 to April 1979, 
it received 6 demands aggregating 1,99.500 numbers of shell 
Oody from factory 'C', production against which was expected 
(February 1972) to commence by October 1976 with the 
commissioning of the shell forge plant. The plar~r was ordered 
on a Government undertaking in June 1977 at a cost of R s. 4.1 ::t 
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crores after issue of a letter of intent earlier in December 1976 
and ji was received during July to December 1978. But it was 
yet to be commissioned and taken on charge (November 1981 ). 
The delay in ordering the plant was attributed by the Ministry 
(November 1980) to delay on its part in taking a decision (ApriJ 
1975) for procurement of the plant with a capacity for forging. 
of · higher calibre shells, together with the time taken by the 
DGOF in discussing technical aspects of the offers received and 
provision of acf~Utional funds for the purpose. 

Factory 'A' produced 400 numbers of shell in 1976-77, 
1,095 numbers in 1977-78, 1,000 numbers in 1978-79, 1,995 
numbers in 1979-80 and 510 numhers in 1980-81 from 5,000 
numbers of imported shell body (2,500 numbers bottled and 
2,500 numbers unbottled) received during May to July 1975 
at a co t of Rs. 14.81 lakhs under a supplementary contract 
concluded with the foreign country in October 1974. During 
1980-81, it produced in addition 5,680 numbers of shell 
indigenously. Thus, factory 'A' could produce, in all , 10.681) 
numbers of shell against a demand of 1,99 ,500 numbers. 

For fuze, factory 'A' received demands for 3,43,190 numbers 
dul'ing December 1972 to April 1979 from factory 'C' and 
produced 22,522 numbers (256 numbers in 1977-78, 2,692 
numbers in 1978-79, ll ,764 numbers in 1979-80 and 7.810 
numbers in 1980-81). 

3.1. l Other points of interest noticed in factory 'A' \'vere as 
follows : 

Ci) On the basis of a rcque<; t oi the Army authorities, 
it was decided by the Ministry (May 1977) to set 
up a capacity of 2 lakh numbers o[ shell per annum 
in factory 'A' covering 20,000 numbers forged shell 
and 17,000 numbers of finished shell per month. 
However, the capacity of the shell forge plant ordered 
(June 1977) was 72,000 numbers in a single shift of 
8 hours assuming 50 per ce.1?! efficiency. According 
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to the Ministry (November 1981), ir was decided 
in December l 978 that the production of ammunition 
should be restricted to 1.20 Jak.h rounds per annum 
in two shifts pnd that the balanee requirements 
should be imported. 

( ii) Jn addition to tbe import of 5,000 numbers of shell 
body as indicated above, and against a dcmaml 
submitted by factory 'A' in March 1977 for 60,000 
numbers· of forging ( 15,000 numbers unbottled and' 
45,000 numbers bottled) estimated to cost 
Rs. l.'57 crores, 7,500 numbers of unbottlcd forging 
valued at R s. 32.32 lakhs were 1'eceived from the 
foreign country in August-Septembe:r 1979 under a · 
supplementary contract of August 1978; out of 500 
numbers (bottled) of t.his forging earlier ordered 
by the iDGOF in April 1978 at ::i cos t of R s. 3.37 
Jakhs, 382 numbers were received in Augusf J 980 
and the b alance quantity was yet to be received 
(November 1981). The M inistry stated (November 
1981) that the remaining 52,000 numbers could not 
be ordered since the foreign country expressed its 
inability to supply, having gone out of production . 

( iii) For indigenous production of shell , factory 'A' 
placed an order (September l 975) on trade for 
600 tonnes of steel of a particular specification and 
against it, 640 tonnes (cost: Rs. 29.78 Jakhs) were 
received during Februafy 1976 to March 1977. In 
March 1977, . the Chief In. pector acting as the 
authority holding sealed particulars ( AHSP). 
however, deleted the specification indicated in tbe 
order although it was originally approved by it. In 
October 1978, anotHer order was placed on trade 
for 1,000 tonnes of steel of specification as prescribed 
subsequently by the AHSP at a cost of R s. 49.75 
lakhs, against which 1,043 tonnes were received 
during September 1979- September 1981 (50 tonnes 
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were used for commissioning trials o( the plant up 
to October 1980 and 602 tonnes were drawn for 
use m production up to March 1981) . F urther 
orders were placed on trade in November 1979 and 
December 1980, 3,560 tonnes of steel of the latter 
specification at a total cost of Rs. :l.3 1.40 lak.hs under 
normal procedure in anticipation of commis ioning 
of tbe steel forge plant in the later half of 1980; 
1,274 tonnes (Rs. 82.81 lakhs) were received against 
these orders during September 1980-July 1981. 
Out of 2,957 tonnes cf steel received up to July 
1981, 2,024 tonnes (cost: Rs. 118.96 lak11s) wen: 
yet to be used (November 1981) . This included 
359 tonnes (cost : Rs. 16.70 lakhs) lying unusca 
since March 1977. 

3.2 Factory 'B.'.-During December 1973 to April J 979 it 
Teceived 6 demands for total 1,75,500 numbers of cartridge case. 
A gainst the first demand for development of 500 numbers, 4 LS 
.numbers were completed by February 1978 and issued in June 
1979 after acceptance by Services Inspector against the expected 
date ot commencement of production by June 1977 and tile 
balance quantity was yet to be completed (November 19>1 l) . 

Besides, 5,500 numbers o( blanks were produced in February 
1979. There was no further productio:J (November 1980) due 
to 11011-com.mjssioning of an induction anoealing fu rnace imported 
from the foreign country in November 1974 (cost : Rs. 6.50 
1akhs). The furnace could not be commissioned due to not 
·o rderi ng, at the' same time, a high fi:equcncy generat ing et and 
its controlling equipment as it was assumed in the absence of full 
-deta ils from the foreign country that the same would be . upplicd 
complete in all respects. This omission was pointed out by 
'factory 'B' only on receipt of the fu rnace. Effort-; to procuri: 
them from fhe foreign country having fai led, action was initiated 
in August 1976 for their procurement from trade source . and 
finally in January 1977 an order was placed on a trade fi rm 
'for import at a cost of Rs. 4.63 lakhs. The supply w.is received 
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in December 1977-January 1978 and the furnace was 
commissioned in August 1978, but it was taken on charge in 
November 1979 after pre-commissioning trials. During August 
1980 to March 1981, two orders for 19,500 numbers of blanks 
and one order for 10,000 numbers of new cartridge case were 
place'd by factory 'B'. According to the Ministry (November 
198 1).~ the factory produced 9,500 blanks in 1979-80 and 
18,625 new cartridge cases in 1980-81 . Production planned 
during l 981-82 for new case and blanks ~ J 2,000 numbers 
and 18,000 numbers respectively . 

3.2 .1 Other points of interest in factory 'B' were as follows : 

I 

( i) 5,000 numbers of silicon brass blank (cost: R s. 17.73 
lakbs) alongwith other items were ordered for import 
from the foreign country under a supplementary 
contract concluded in July 1977 (total value ol 
contract: R s. 185.43 Jakhs), of which 4 ,707 
numbers (cost : R s. 16.69 Jakhs) received in 
February 1979 were lying in stock unused due to 
technical reasons; the balance quantity (cost : 
Rs. 1.04 lakhs) had been pilfered in transit. 

(ii) Cartridge case was planned to be produced by 
factory 'B' wjth 70/t.30 brnss blanks. No extra 
capadty was created for melting and blanking undet 
this project and for supply of. blanks to factory 'A', 

, trade assistance was being obtained . This position 
would continue till such time as an augmentation 
project for brass melting and strip making in the 
factory sanctioned in August 1978 was commissioned 
( target date is August 1982) and would thus affect 
the production schedule of cartridge case. 

3.3 Factory 'C'.-lDuring April 1974 to June 1978 it 
received 9 orders for 2 .33 Jakh rounds of the ammunition .from 
'the DGOF. The main shell filling plant ordered in May 1975 
and' received in March 1978 was erected /commi<;sioned in April 
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1979 by the suppliers as per contract. Although production 
had been established, regular production was held up for want 
of primer alongwith propellant, as il took lime to have the 
nomenclature of the items clarified from the foreign country. 
During 1976-77 and 1977-78, tbe factory produced 975 tounds 
of the ammunition (cost : Rs. 1,450 each approximately) 
assembled and filled with propellant from j ,000 sets of ·components 
including shell cartridge case, primer and propellant (except 
fuze) received in July 1976 from the foreign country under the 
supplementary contract of October 1974 at a cost of Rs 12.93 
lakhs. In 1979-80, the factory produced and issued 5,000 rounds 
of the ammunitioi:i with imported components @ Rs. 2.000 {rvr 
round (approxi~te) _and in 1980-81, produced 11 ,000 rounds 
with imported and indigenous components (.V Rs. I .59 t pee 
round . 

As contemplated uoder the project, 5.000 sets of fuz.::. were 
received from another foreign country in March 1974 at a cost 
of Rs. 5.27 lakhs under a contract concluded in January 1973 ; 
3.400 sets (cost : Rs. 3.58 lakhs ) were assembled and i-;sucd 
with the ammunition during 1976-77 to l 97Q-80. 1 .600 sets 
costing Rs. J .68 1akhs having been expended in proof trials and 
assembly rejections. 

As regards primer. factory 'C' placed demand (April 1979) 
for 97,500 numbers {revised to 64,900 numbers ) for 2 types 
on another factory for estabUshment of indigenoUs production 
and 8.080 numbers of one type (for reduced charge ammunition) 
were supplied to factory 'C' in 1980-8 1 after e~tablishm~nt ol 
production in 1979-80. The production of other type was also 
established in 1980-81, but supply to factory 'C' wa-; yet to 
commence (November 1981). 

According to the Army authorities (October L979) , no 
ammunition was imported after 1976 and further import would 
depend on the capability of the DGOF to produce it. Jo May 
I 980, they ordered import of 1.10 iakh rounds of the ammunition 
at a cost of Rs. 18.01 crores. 
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3.3.l Other points of interest noticed in factory 'C' were 
as follows: 

(i) Under the supplementa.ry contract of July 1977, the 
factory received alongwith other items 3,000 numlY.:rs 
of filled shell in February 1978, 20,000 sets of pro­
pellant in 1978, 12,000 numbers of cartridge case 
blank in 1979 and 8,000 numbers of empty.:-;b.ell in 
November 1979 at a total cost of R s. 185.43 lakhs. 
Altho'ugh import of these items (except propeUant, 
import of which was contemplated till establi ·hment 
of production) was not contemplated, this was done 
due to non-commencement of indigenous production 
and for using empty shells during commissioning trials 
of the filling plant. 

(ij) Under another supplementary contract concluded in 
April 1979, 1,04,000 numbers of primer co-.tin~ 

Rs. 15.39 Jakhs were received in November l 979. 
The contract also covered supply of 27,590 sets of 
full and 56,500 sets of reduced charge propellant as 

· well as 95 ,000 numbers each of 2 types of fwe 
detonator costing R s. 365 lakhs, which were received 
durLng November 1979 to July 1980. Tmports of 
the items were contemplated to match with pro­
pellant till establishment of production which had. 
however, been delayed. 

(iii) The factory earmarked for production and ~uppl y 

of the propellant (phase I-stage 1) was due for 
commissioning in M ay 1980, but revised dat0 wa:-
1982-83 . Commissioning had been delayed due to : 

delay in issue of revised Government auction 
> for the project (July 1976) : and 

delay in issue of Government anction empower­
ing tbe DGOF /Chairman, Ordnance I7actory 
Board for direct procurement of plane and 
machinery (July 1976). 
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Meanwhile, another factory had been entrusted with pro­
duction of reduced charge propellant, 1'ut bulk production was 
yet (November 1981 ) to be taken up pending manufacture and 
clearance of experimental batches planned to be taken up in the 
last quart.er of 1981-82 as it was heavily booked for other outturn 
items. · 

4 . .summing up.-Tbe following are the main points that 
emerge: 

The project was conceived in 1965 and after a long 
period of gestation was sanctioned in October 1972 
for commissioning by October 1977. The date of 
commissioning was revised to A ugust 1978 anu 
finally to June 1984. 

The delay in establishment and commencement of 
bulk mdigenous production of the ammunition and 
its components resulted in imports of its various 
components valued at R s. 601.51 lakhs including 
R s. 500 lakhs approximately for primer and 
propellant whlch were not included in t he scope of 
the proj~ct. 

Although a decision was taken (1969-70) for 
production of fuze in factory 'A', its production in 
small quantity could be expected only in the year 
1980-81. 

D ue to delay in commencement of bulk production 
of shell body in factory ' A' 2,024 tonnes of steel 
procured at the cost of R s. 11 8.96 lakhs approxi­
mately were ye t to be used (359 tonnes since March 
1977). 

The 1ife of the gun, for which the amm unition is 
required. was assessed as 20 years or so in 1965; 
15 years of the Jife have passed, but regular pro­
duction and supply of the indigenous ammunition to 
achieve sell-sufficiency are not yet (November 1981) 
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in sight. In May 1980, the ammunition was, 
therefore, ordered for import at a cost of Rs. 18.01 
crores. 

The delay in commissioning of the project ha~ also 
increased its cost from Rs. 16.47 crores (October 
1972) to Rs. 23.00 crores (October 1980). 

1 0. & tablisbment of a foundfy 

In paFagraph 10 of the Audit Report (Defence Services) for 
1976-77. mention was made about delay in commissioni1.g of a 
foundry (for production of high grade castings for various com­
ponents of Shaktiman and Nissan vehicles, armoured vehfoles, 

I 
tTactors and earthmoving equipment) as a captive unit of the new 
vehicle factory sanctioned in November 1965 for the production 
of Shaktiman and Nissan vehicles. The Public Account s Com­
mittee, while expressing its displeasure over tbc delay in ' 
construction -of the foundry meant for production of castings for . 
supply to the new verucle factory, had observed in para 1.13 of 
its 29th Report (7th Lok Sabha : 1980-81) that by proper plan­
ning and concerted efforts. the delay could have been avoidr<l and 
that their observations should be specificall y referred to the 
l:ommittee appointed (August 1975) by Government to look into 
the performance of ordnance factories. 

After receipt of a deta iled project report (DPR) in March 
1967 and concl usion of a collaboration agreement with a foreign 
Government in JuJy 1967. the rtroject was sanctioned in October 
1967 at a cost of Rs. 963.52 lakhs ( revised to Rs. 994.81 lakhs 
in June 1969 and subsequently red uced to Rs. 945.01 Jakhs in 
January 1972 by deletion of some- items) . The project was 
c.x:pcclcd to be completed by March 1971 and to afford an 
annual saving of Rs. 2.96 crores in foreign exchange in respect 
of imported <:$&tings required for components 'of the vehicles 
which were oow to be produced in 2 shifts in the new vehicle 
factory (6,000 Sbaktiman and 7,200 Nissan) . Agafost this. the 
prod uction in the factory during the years from 1976-77 to 
S/2 DADS / 8! - 4 . 
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1980-81 bad been only about 50 per cent (average) of its capa­
city. The annual production capacity of the foundry was fixed 
in June 1967 at 9 ,660 tonnes of grey iron castings and 2,300 
tonnes of malleable iron castings.1 

2. Progress of the Project 

(a) Civil Works.-During February 1967 to Noverµber 1969, 
Government accorded 7 administrative approvals aggregating 
Rs. 270.87 lakhs including the main administrative approval for 
construction of foundry building and connected services issued 
in June 1969 for R s. 249.72 lakhs followed by a supplemen.tary 

· approval in November 1969 for Rs. 9.00 lakhs. The delay ;o 
the issue of these 2 administrative approvals was attributed by 
the Ministry of Defence (May 1?72) to delay in preparation of 
revised design and ~stimate of the buildings/structures etc. to 
suit Iodia11 standards and to certain changes which were 
necessitat.ed at the stage of detailed designs for hot blast cupolas 
and the ·melting shop. 

While tne administrative approval for the foundry buildings, 
etc. was issued in June 1969, the detailed estimates were fina lised 
in April 1970, i.e. after 10 months as the proposed works were 
of a complicated nature requiring considerable study of the 
project drawings. The foreign consultants were also not in 
favour of starting the foundation work before the finalisation or 
drawings and issue of purchase orders for main machinery items. 
Civil works were thus actually started in May 1970 as against 
the schedule of January 1968 mentioned in the DPR. According 
to the administrative approval, the foundry works were to be 
completed by December 1972, but were actually completed in 
December 1974. The delay in completion was attributed by the 
department mainly to late conc1usion of contracts, general shortage 
of steel in the cou ntry and delay in receipt of drawings of special 
f~undations for main building from the foreign experts. 

(b) Plant and mnchinery.-The total number of machine.c; 
initially assessed as 1,350 was revised (for tlie foundry to function 
as a sepflrate instead of a captive unit of the new vehicle factory 

" 
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' 
as originally envisaged and also to cater for changes suggested by 
the foreign experts in the manufacturing techniques gf several 
castings) to 1,438, of which 1,372 machines (value : Rs. 847.83 
Ialli) were ordered, received and erected/commissioned till 
October 1980; the remaining 66 machines were not ordered 
(May 1981), being not required. Critical items were, however, 
received and erected by March 1976 with their trial runs/commis­
sioning completed in June 1976. 

(c) Project estimate.-The project envisaged an outlay of 
Rs. 963 .52 lakhs (reduced to Rs. 945.01 lakhs in January 1972) 

t to be completed by March 1971 . However, due to delay in 
implementation, the estimate bad to be further revised to 

~ Rs. 1516.96 laifus (December 1975). The revision in t!Je cost 
of civil works was due to increase in prices of steel and cement, 
change in scope of works for underground galleries, presence of 
high sub-soil water requiring speciali water-proofing and provision 
of residential accommodation and t9wnship, etc. (Rs. 128.37 
lakbs), in plant and machinery due to unforeseen increase in 
prices, more requirement of machines q1an originally as">essed, 
extra charges on account of agency comrilission, taxes 'and other 
items (aggregating R s. 443.58 J;akhs). The total expenditure 
hooked against t he project up to 31st March 1981 was 
Rs. 1526.49 lakhs. . 

The cost of the project was exp'ected (September 1981) to 
increase further by Rs. 358.35 lakhs in view of increase in the 
cost o'f land (Rs. 59.01 lakhs), foundry buildings and connected 
services (Rs. 8.54 lakhs), construction of new buildings/bays 
(Rs. 46.80 lakhs) for accommodating additional items of plant 
and machinery (cost : Rs. 244 lakhs). 

(d) Production.- As against the scheduled date of com­
mencement of production of March 1971 , actual production wa<; 
commenced in July 1976. Against the rated capacity of 11 ,960 
tonnes of castings, the actual production was 817 tonnes in 
1976-77 (7 per cent) , 1,800 tonnes in 1977-78 (15 per cent), 
1,820 tonnes in 1978-79 (.15 per cent ), ~O tonnes in 1979-80 
(25 per cent) and 3 ,954 tonnes in 1980-8T" (33 per cent) . The 
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prod:uction of major items having been established, 4,200 tonnes. 
were expectM to be produced in 1981-82. 

The foundry did not produce any castings required for 
armoured vebi.~les , tractors, etc. as planned originally wi th the 
result that procurement thereof and also of castings required for 
transport vehicles from abroad and trade had to be made. The 
total value of such procurement for the years 1972-73 to 1980-81 
was Rs. 33.47 crores ( Imports : Rs. 26.42 crores ; Trade : 
Rs. 7.05 crores) . The sbortfalJ in production was attributed to 
power shortage in the State and the loss was assessed by the 
foundry as Rs. 52.8~ lakbs in 1978-79, Rs. 138.64 lakhs in 
1979-80 and Rs. 160.49 lakhs in 1980-81. To offset the loss, 
a d iesel -generating set of 4 MW capacity had been proposed 
(M ay J 979) for procurement at an estimated cost of Rs. 4.20 
crorcs. 111c proposal was still under consideration (Seotember · 
] 98 J). 

3. Jn connection with the production in the foundry , the 
following points were noticed in audit : 

(i) A.~ording to the DPR, the rated capacity of 11,960 
tonnes of castings was to be acl1ieved in 2 shifts (each of 8 
hours) wi th a manpower of 1.043 (staff : 294 and workers : 
749) , against which · the actual manpower sanctioned and 
deployed . actual production and overtime paid during 1976-77 
to 1980-81 are indicated below : 

Year Pro- Swff Workers Tomi Overtime Remarks 
due- - --· ---
ti" n Hf" urs Am~ul' t 
(i n (i n (R , . in 

LOJ111('S) lakhs) l o kh~) 

1976-77 817 665 1,038 1.703 J . '.13 i'j .-~~ }on single ~hirt 1977-78 1.800 698 1;263 1.961 5 .09 
1978-79 1,820 727 1,465 2,192 5 .99 26.21 }On 2 shirt-. 
1979-80 3.000 821 1.717 2,538 9 .82 29. 59 in phas.:s 
198().81 3.954 925 1.83!' 2.763 11 .89 40.06 011 rcgul:1 r 2 

shifts except • in one lir.c of 
one sho p. 

-
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The Ordnance Factory Board (OFB) stated (September 
1981) that the requirement o( manpower recommended in the. 
DPR was based oo the conditions (efficiency and working pro­
cedures) prevailing in that country. The manpower position 
was, therefore, reviewed by a committee appointed by the Director 
General, Ordnance Factories (DGOF) in August 1975 and 
necessary deployment was made as recommended by the Com­
mittee. J11e OFB added that proposals for obtaining Govern­
ment sanction to the deviation from .the DPR of the foreign 
Government were submitted in August 1978, but after over a 
year (September 1979) the Ministry advised creation of tempo­
rary posts and sanction was issued accordingly in December 1979. 

(ii) Even with payment of overtime allowance ( total amount 
paid during 1976-77 to 1980-81 : Rs. 120.62 lakbs) the 'J>IO'­

duction per year achieved during the years was Jess than that 
· expected in a single shift of 8 hours without overtime (5,980 

tonnes). The OFB stated (September 1981) that su,ch overtime 
was necessary to develop the product lines and in doing so to 

\ . 
train the workers gradually and that overtime had been a part 
of ordnance factories working . 

(iii) While the foundry had not even developed the castings, 
the management resorted to the system of piece w9rk from 
June 1978 due to pressures from the unions. In the absence 
of a scientific time study, the rates were fixed on an ad hoc 
basis (1977-78) through negotiations with the unions and 
workmen. 17he management observed (May 1979) tl 1 ~t the 
rates were loose and, therefore. productivity was low. It was 
proposed to have the rates exarajned by the National Productivi ty 
Council and to make efforts to fix rates on a scientific basis. 
Ac.cording to the OFB (September 1981) , however, the foundry 
being a ·p'art of the ordnance factory set-up where piece work 
system was in vogue, it was not possible to delay introduction 
.of the system and the rates were initially fixed by the foundry 
with limited expertise ava il~ble at the time for commencement 
of bulk production of developed items, on the basis of tbe 
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present skill of the workers who had no experience or training 
·for working in a sophisticated foundry. 

EarJjer, a committee appointed by Government in Augusf 
1975 for examination of the reasons for slippages and constraints 
in production in ordnance factories had generally observed (May 
1978) that the foundry had accepted a schedule prepared by 
collaborators, whlch was unrealistic under Indi;m conditions and 
prevalent procedures. 

The Mirustry stated (September 1980) that Government had 
decided ;to appoint a working group to look into the various 
reasons for low production in the foundry and to suggest 
measures for its stepping up and also to plan for production of 
castings for future vehicles. The group was appointed by the 
OFB in July 1981. -

The OFB slated (September 1981 ) that: 

• 

low production in the new vehicle factory was not 
attnbutable to low production in the foundry only, 
the factory being dep'endent also on trade supplies 
and imports ; 

there was saving in foreign ex.change wtnch was 
expected to be over Rs. 40 lakhs during 1981-82 ; 
and 

recommendations of the working group were expected 
to be available by end of 1981. 

Summing up.-The following points emerge : 
I 

The prpject sanctioned in October 1967 wa5 expected 
to be completed in March 1971. Delay in comple­
tion of project was due to late completion of civil 
works (December 1974) and delay in the erection 
and commissioning . of ~ritical items of plant and 
machinery (June 1976) . 

-

-
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The cost estimate of the project escalated from' 
Rs. 963.52 lakbs (October 1967) to Rs. 1875.31 
lakbs (September 1981) ; against this, the expendi­
ture booked up to 31st March 1981 was Rs. 1526.49 
lakbs. 

The production of vehicles in the new vehicle factory 
during the years (1976-77 to 1980-81) bad been 
only ,.about 50 per cent (average) of its capacity in 
2 shifts of working. 

Against the rated capacity of 11,960 tonnes of 
castings, the actual production in the foundry was 
817 tonnes in 1976-77 (7 per cent) , 1,800 tonnes 
in 1977-78 (15 per cent), 1,820 tonnes in 1978-79 
(15 per cent), 3,000 tonnes (25 per cent) in 
1979-80 and 3,954 tonnes in 1980-81 (33 per cent) . 

No castings required for armoured vehicles. tractors, 
etc. as planned originally were produced with the 
result that procurement of these and transport 
vehicle castings of the value of Rs. 33.47 crorcs bad 
to be made from abroad (Rs. 26.42 crores) and 
trade (Rs. 7.05 crores) during 1972-73 to 1980-81. 

Even with payment of overtime allowance amounting 
to Rs. 120.62 lakJ1s, the production achieved during. 
1976-77 to 1980-81 was less than that expected in 
a single shift of 8 hours without overtime 
(5,980 tonnes). 

l 1 . Purchase of tyre sets for vehicles at high cost 

I. Sbaktiman, Nissan 1-ton and Nissan Patrol vehicles were 
being manufactured at factory 'A' since 1959, 1960 and 1962 
respectively. After factory 'B' was established (1970), manu­
facture of these vehicles was discontinued at factory 'A', and 
factory 'B' commenced assembly cf Nis5an Patrol, Nissan 1-ton 
and Shaktiman vehicles in June 1970, November. 1970 and 
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March 1972 respectively. Factory 'B' supplied 23 ,326 Sbaktiman, 
29,268 Nissan 1-ton and 8;046 Nissan Patrol vehicles in all to 
the services (up to Ma:rch 1981). 

Each vehicle requi red 6 (in case of Shaktiman vehicles) ~d 
4 ( in case of tbe other two) wheels ; in add ition a stepney was 
required to be supplied with each vehicle as per the requirements 
of the Army. Till 1976-77, the entire requirements of tyre sets 
(comprising tyre, tube and flap ) were procured lflcally by factory 
'B' afte r invitation of quotations from the tyre manufacturers 
and the prioes to be paid were negotiated with them on the basis 
of quotations received. During 1977-78, in addition to the 
procurements made . locally (21 ,080 sets for Shaktiman, 15,318 
sets for Nissan 1-ton and 2,400 sets for Nissan Patrol vehicles), 
factory 'B' received part supply against an indent (3,600 sets for 
Shaktiman, 3,800 sets fo r Nissan 1-ton and 800 sets for Nissan 
Patrol ve hicles) placed (December 1976) on the Director G eneral, 
Supplies and Disposals (DGSD). The prices paid for by factory 
'B' for the procurements made locally during 1977-78 were 
higher than the prices paid for the supplies made during the 
year by · the Director of Ordnance Services (DOS) on the rate 
contracts conc~uded 1-iy the DGSD for the purpose. as indicated 
below : 

Prrcurcm. ·r t rate ix:r 
set by 

--- ---
F:·ct ~ ry DOS 

·B· 

Rs. R~ 

S haktinnn 1,100 .08 981.82 

N issan I-to" 987 .40 892 .46 

Nissan Patro l 407.25 368.30 

The lower pr¥;es for the supplies to the DOS against DGSD's 
rate contracts were due to 17t per cent discount over the market 
rates of tyre sets allowed by the tyre manufacturers. As stated 
by the Ordnance Factory Board (OFB) (June 1981) , the 
concessional rate was being obta ined by the DGSD since 1975:_ 76. 

~ -
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Since the tyre manufacturers did not .agree ( l 976) to supply 
tyre sets to factory 'B' at the DGSD's rate contract rates and as 
the services were the ultimate user of the tyre sets, the anomalou~ 
position regarding the procurement of the same at different rates 
by the two agencies was taken up (January 1977) by the Ministrj 
of Defence with the tyre manufacturers. TI1e tyre manufacturers 
maintained (F ebruary 1919) that the rates for original equip­
ment were higher than those for spares. and that in the case of 
the tyre sets supplied to the D.OS, no expenses were involved in 
the transportation, storage, etc. while extra expenses were incurred 
on such counts for supplies to factory 'B'. The Ministry, there- • 
fore, directed (February 1979) that the extr'a "expenditure on 
these counts could be added by the suppliers and that factory 'B' 
should analyse the rates when received against tenders. The 
OFB stated (September 1981) that efforts were made to persuade 
the tyre manufacturers to supply tyre sets to factory 'B' at the 
rate contract rat~ plus 5 per cent thereon to cover tbe expenses 
on transportation, etc. But excepting firm 'P' which a.,,areed to 
charge 6t per cent towards the above expenses, none of the 
firms responded to the offer in positiv~ terms. The OFB stated 
(November 1981) that a decision had been taken, (June 15?80) 
to meet the future requirements of tyres as original equipment 
through thei DGSD. 

Computed with reference to the procurement costs of th.e 
DOS, plus 6 i per cent thereon for the expenses on transportation, 
etc., the extra expenditure involved on the pr~urement of tyre 
sets locally by factory 'B' (21 ,0 80 sets for Shaktiman, 15,318 
sets for Nissan 1-ton and 2,400 sets for Nissan Patrol vehicles) 
during 1977-78 was Rs. 17.49 lakhs. Factory 'B' bad procured 
55,275 sets for Shaktiman, 35,798 sets for Nissan 1-ton and 
8,698 sets for Nissan Patrol vehicles during 1978-79 to 1980-81 
at rrates varying from Rs. 1,285.66 to Rs. 1,719.93 (ShaktimanJ , 
Rs. 1,173.66 to Rs. 1,602.00. (Nissan 1-ton) and Rs. 501.64 to 
Rs. 781.85 (Nissan Patrol) per set. As the prices paid ~or by 
the DOS during this period bad not been' intimated to Audit 



50 

(October 1981) though called for in July 1981, the extra expendi­
ture incurred on these procurements by factory 'B' could not be 
worked out. 

TI. In March 1979, factory 'B' fio'ated tenders for supply of 
33,600, J 6,400 and 9,600 tyre sets for Shaktiman, Nissan 1-ton 
and Nissan Patrol vehicles respectively to meet the production 
requirements for the period from July 1979 to June 1980. The 
offers received from various firms (March 1979) varied from 
Rs. 1,334.00 to Rs. 1,392.94 (Shaktiman), Rs. 1,220.00 to 
Rs. 1,333.00 (Nissan I-ton) and Rs. 535.53 to Rs. 580.00 
(Nissan Patrol) & per set. Though, in pursuance of the decision 
(February 1979) of the Ministry of Defence, the offers were 
required to be analysed by factory 'B' to assess their reasona~Je­
ness, 1;10 such analysis was conducted by the factory and after 
examination of the technical suitability of the offers, the OFB 
was requested (May 1979) to negotiate with the firms and to 
settle the rates. The Ministry of Defence stated (October 1981) 
that the OFB was being asked to intimate the precise reasons 
why factory 'B' did not analyse the offers. 

As fa.ctory 'B' forwarded only a summary of quotations along 
with its proposal, the OFB collected the quotations and other 
connected documents (August 1979) by deputing an officer to 
factory 'B' . The OFB stated (May 1981) that prior to the 
formation of the Board (February 1979), factory 'B' used to 
send only summary of quotations to the Ministry of Defence for 
negotiations with the firms. 

After the negotiations with firms were held (Sep tember 1979) 
and finalised (December 1979), a sanction was issued (December 
1979) 'for procurement of a part quantity ( 6,000, 4,000 and 
5,000 sets for Shaktiman,.Nissan ]-ton and Nissan Patrol vehicles 
respectively) from firms 'P ', 'Q', 'R' and 'S'. Factory 'B' placed 
5 orders against this sanction and another 10 orders under its 
own financial powers for a total quantity of 12,300 tyres sets for 
Shaktiman, 13,428 tyre sets for Nissan 1-ton and 5,850 tyre sets 
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for Nissan Patrol during November 1979 to April 1980 on these 
firms as follows : 

F irm 'P' Fim1 'Q' F irm'R" F irm'S' 

Shaktim~.n Se t 7,500 3,200 1,600 
R 5. p.1r ~ct 1,449 .30 1,449.00 1,449 .00 

Niss:in 1-l" n &t 3,000 5,600 2,628 2.200 
R 5. p.r s1 t 

. 
1,376. 88 1,400 .00 I ,400 .00 1,400.00 

Nis.san Pat•·C' I S t 3,000 1,000 1.850 
R~. p~r ~d • 606.54 603.37 603.37 

Against these orders, 12,300, 11,650 and 4,200 sets tor 
Sbaktiman, Nissan 1-ton and Nissan Patrol vehlcles respectively · 
were received till March 1981 commencing from February 1980 
and 1,650 sets for Nissan Patrol vehicles were yet to qe received 
(March 1981) ; the order for the balance (1, 778 sets for Nissan 
J -ton) was cancelled (March 1981). The procurements involved 
an extra expenditure of about Rs. 33.47 lakhs with reference to 
tho March 1979 offers of the firms. The M'mistry of Defence 
<: tated (October 1981) that the tyre manufacturers were charging 
rates prevailing on the date of actual supplies of tyre sets and, 
therefore. there was not much control over their rates. The 
Ministry added that it had been decided (June 1980) that factory 
' B' should procure the ty~e sets (original equ'ipment requirements) 
through the DGSD so that all possible benefits of prices, delivery 
schedules, etc. could be achieved. 

Meanwhile, due to delay in finalisation of the negotiations with 
the firms, factory 'B' placed an order (September 1979), at 
the instance of the OFB, for 638 tyre sets tor Shaktiman vehicles 
on firm 'P' at the original offer (Rs. 1,344 per set) of March 
1979. Besides, another order for 1,600 tyre sets for the same 
type of vehicle was pl.aced (October 1979) at Rs. 1,449.30 per 
set on the same firm after inviting telegraphic tenders whlcb 
involved an extra expenditure of Rs. 1.68 lakhs when compared 
to the rate of March 1979. The supplies against these orders 
materialised during September 1979 and January 1980. 
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The Ministry of Defencei stated (October 1981) that the delay 
in finalisation of the negotiations could have been avoided and. 
that instructions were being issued to avoid such delays. 

A gainst 6 of the 13 orders (out of 15) placed during 
November 1979 to April 1980, the firms sup.p~ied tyre sets partly 
or whoUy after the delivery periodf stipulated in the orders were 
over. However, they were allowed further increased rates ruling 
at the time of delivery for the delayed supplies involving an extra 
expenditure of Rs. 7.24 lak:hs. ' 

Summing up : 

LocaJ procurement of tyre sets (21,080 for Sbalcti­
man, 15,318 for Nissan ]-ton, 2,400 for Nissan Pat­
rol vehicles) by factory 'B'. at a price higher than the 
one paid by DOS during the same period • 
(i.e. 1977-78) resulted in an extra expenditure of 
R<>. 17.49 Jakhs. 

Due to delay in the finalisation ·of negotiations with 
firms 'P', 'Q ' , 'R' and 'S', factory 'B' had to incur an 
extra exp'enditure of Rs. 35.15 lakhs on tbe procure­
ment during September 1979 to March 1981 of tyre 
sets for Shaktiman (13,900) , Nissan 1-ton (11.650) , 
Nissan Patrol ( 4 ,200) vehicles due to increased rates 
charged by the manufacturers. 

Against 6 out of l 3 orders placed during November 
1979 to Aprll 1 980 on firms 'P', 'Q', 'R' and 'S'. ..._ 
delayed supplies involved an extra expenditure of 
Rs. 7.24 lakhs on account of further increases in 
rates. 

12. Indigenous manufacture of an ammunition 

Mention was made in paragraph 15 of the Audit R eport 
(Defence Services ) for 1975-76 about mdigenous manufacture of 
an ~uipment with connected ammunition and accessory. l n 
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January 1972, a contract bad been concluded with a foreign · 
country, in pursuance of a protocol signed in May 1971, for 
obtainjng production licence and technical documentation 
(contract cost : Rs. 52.06 lakhs) for indigenous manufacture 
of the equipment and its ammunition. On a study of the 
technical .documentation / received in March 1973 and got 
translated in November 1974 (translation cost being R s. 5.10 
lakbs), indigenous manufacture of the equipment for 500 numbers 
only as required by the Services was not; however, considered 
economically viable (May 1974). Another contract was con­
cluded in August 1976 with a firm of another foreign country 
for the purpose, but till October 1981 no Governme01 sanctidn 
was accorded for setting up faet1ities for iodigenou manufacture 
of the eq uipment. 

The technical documentation for establishment of manufacture 
of the connected ammunition was also received under the same 
contract of January 1972 and the Director General, Ordnance 
Factories (DGOF) was directed . by tbe Ministry of Defence 
(December 1974) to prepare a preliminary project report for 
obtaining Government sanction . This was finalised in March 
1976, proposing setting up of necessary facilities for manufacture 
of 4 lakh rounds of the ammunition (HE and AP half and half) 
as well as 6,000 numbers of _a major component (3 numbers Jpr 
every 200 rounds of each type of ammunition) per annum in 
2 shifts each of 8 hours. The production was planned in 
factory 'A' (empty components as well as assembly and fi.lling) , 
which was to be assisted by factory 'B' (propellant) and 
factory 'C (cartridge case blank) , at an estimated cost of 
Rs. 4.48 crores (including foreign exchange of Rs. J .34 crores) 
sanctioned in January 1977. This incJuded R s. 3.58 crores for 
plant and machinery, Rs 0.55 crore for civil works and . Rs. 0.35 

· crore for deferred revenue expenditure. The scheduled date ot 
completion of the project was January 1981. 

In the propo"sal Qf the DGOF, the necessity of procurement. 
of proving equipment (pressure banels) required by 'a Research 
and Development Inspectorate (ROT) was also mentioned. Thi 
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component was, however, sanctioBed illeparately by Government , 
in February 1978 at a cost of Rs. 33.69 lakbs Lncluding foreign 
exchange of Rs. 33.45 lakhs. The equipment was also planned 
to be procured from the foreign country alongwith the plant and 
machinery required for the production project. 

' 
A review of the project in audit (April 1981) revealed Ute 

following points : 

(A) Plant and Machinery.-Tbe scheduled dates of com­
pletion of receipt, erection and c~mmissioning of plant and 
machinery were December 1979', March 1980 a nd July 1980 
respectively, which were revised (April 1981) to December 198 1, 
March 1982 and July 1982 t espectively. As against the total 
182 machines assessed as required for factory 'A'. only 97 
numbers (cost : Rs. 173 .34 lakhs) were ordered (April 1977 
to July 1981) , 80 numbers (cost : Rs. 11 6.49 Jakhs) receiveu 
(February 1978 to October 1981), 44 numbers erected (October . 
1978 to July 1981) , 17 numbers required no erection but only 
commissioning and 19 were ·being erected by factory 'A' iti;clf. 
Up to October 1981, onJy 53 numbers were commissioned. Of 
the bafance 85 numbers not ordered, 40 numbers were rio t 

required, the existing facilities being planned to be used to effect 
savings ; 40 numbers were not ordered (October 1981) due to 
~n-receipt of sui table offers and 5 numbers were planned to be 

. fabricated indigenously for which action was in band. Delay in 
receipt, erection and commjssioning of machines was stated to 
be due to failure of the suppliers to adhere t0 the stipulated 
delivery schedules necessitating grant of e'Xtensions. Total 
expenditure on plant and machinery booked up to 30th September 
1981 was Rs. 179.75 lakhs. 

(B) Civ.il works.-The works were required for factory 'A' 
only and were sanctioned by Gover.nment in February 1978 for 
Rs. 47.76 lakhs inclusive of Rs. 10 lakhs sanctioned in December 
1977 on 'go-ahead' basis. The planned dafe· of completion ~as 
March 1980, whereas it was completed to the extent of 99.S. per 

-cent only up to October 1981, commissioning of · the 
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air-conditioning plant being left lo be done. Delay in completion 
was stated to be due to slow execution of the air-conditioning 
work by the contractors. Expenditure on the Civil works booked 
up to 30th September 1981 was Rs. 124.43 lakhs. · 

(C) Production.- Details of indents received from the 
iervices for supply of the two types (HE and AP) ammunition 
as well as of the m~jor component (MC) are indicated below 
(October 1981) : 

Services indent DGOF covering orders for 
production 

Date Quantity Date Quantity 
(numbers) (numbers) 

March 1973 10,000 (HE) June 1973 10,000(HE) 
(educational} 10,000 <AP) ((:ievelopment) 10,000 (AP) 

May 1977 40,000(AP) July 1977 40,000(AP) 

June 1977 900 (MC) December 1977 900(MC) 
September 1980 4,00,000 {HE)} 

No t covered 
I 0,00,000 (AP) 

23,300 (MC) June 1979 10,000 (practice) 
·------ --

Issue of first two development orders by the DGOF 10 

June 1973 was subsequently regularised by GoverTLrnent in 
December 1977 at a cost of Rs. 14.6 r lakhs. 

Factory 'A' did not complete any of the two development 
orders, nor did it _commence bulk production of the two types of 
the ammunition and also the major component planned under 
the· project till October 1981. As per production programme 
of the DGOF, the iactory was expected to produce 0.50 lakb 
rounds of HE and AP in 1981-82 in establishing production ; 
production of 0.50 lakh rounds of HE and 1.5 lakh rounds of Al> 
was also planned in 1982-83 subject to timely receipt of propellant 

. and pressure barrels from the foreign country . 

Factory 'B' manufactured three batches of propellant during 
September 1979 to March 1981 on the basis of certain nominal 
composition and physical dimensions suggested in !December 
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1978 by a R esearch and Development Laboratory (RDL) for 
starting initial production; one batch was found acceptable by 
the RDL and sent for proof trials, while the other was still under 
testing and acceptance (October 1981) . No quantity was 
supplied by factory 'B' to factory 'A ' against its .demand for 
969.75 kgs. of propellant placed in December 1979. A 
supplementary contract was concluded in May 1980 by tb,e 
Ministry with tlie foreign country for unport of 16 tonnes of 
proi)ellant ak?ngwith 360 kgs. of hexogen and i lakhs numbers o'f 
link (total cost : Rs. l 7.24 lakhs) and excep(link shipped in 
July 198·1, tb~e were received by factory 'A' by October 1981. 

Factory. 'C' produced and supplied 10,000 numbers of 
cartridge case blank (2,700 numbers in 1978-79, 7,157 numbers 
in 1979-80 and 143 numbers _in 1980-81) to factory 'A' against 
its demand for 10,000 numbers placed in April 1978. Factory 'C 
also supplied 10,000 numbers in 1980-81 against another demand 
(May 1978)1 of factory 'A ' for 63 ,507 numbers; there was no 
further supply from factory 'C' against th.is demand and another 
for 2,22,338 numbers (March 1979) . Factory 'A', however. 
received from the fore ign coun try by October 1981 , 10.000 num­
bers of the major component . (Rs. 5. 78 Jakhs) plan ned for pro­
duction under this project against a contract concluded by the 
Ministry in November J 980. 

The scheduled date of completion of the p roject was revised 
(April 1981) to January 1984 due to unwillingness of the foreign 
country to supply 10 numbers of complete knock-down (CKD) 
and 3 numbers of pressure barrel against an iRdcnt placed by 
the OOOF on it through the Ministry in December 1978. The 
case was revived in May 1979 and the foreign country agreed in 
March l 980 to supply only 3 r.umbcrs of CKD, which were 
received by October 1981 under the supplementary contract of 
May 1980 menti~ned above; 4 numbers of CKD were further 
ordered by the Ministry under three supplementary contracts 
during ovember 1980 to March 1981 alongwith 5 pressure 
barrels. 50 main equipment for which the ammunition was planned 

1 -... 
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for production (these two were required by the RDI) and certain 
miscellaneous items (Rs. 56.02 lakhs) and these were yet to be 
.received (October 198 f) , 20,000 numbers of filled fuze were 

' '-- . al<>o ordered (Rs. 2.28 lakhs) a t the samei lime. · 

The OFB stated (October 1981) that the project was planned 
initially in three phases (viz. import of CKD to the extent of 
30,000 numbers for assembly in the first phase, import. of empty 
components, fi1:ling material and certain critical fi lled components 
for filling and assembly in the second, and production of all 
components as well as filling and assembly in the third) , but the 
planning was upset when in January 1979 it came to be known 
that no CKD, materials, etc. would be for thcoming from the 
foreign country and tbis necessitated revised planning for starting 
production of empty components fi rst. with the consequential 
delay in establishing production of the ammunition in factory 'A'. 

Dwing June 1976 to February 198 l , 7 contracts were con­
cluded by the Ministry for import of 16.48 lakh rounds of 
both types of ammunition at a total cost of Rs. 5.15 crores; 
of which 8.03 lak.h rounds were received during 1976 to 1980 ; 
the balance quantity being due for delivery during J 981 to 
1983. Imports of 8.45 Jakb rounds worth Rs. 2.49 crores due 

~ for delivery during 1981 to 1983 could be avoided, bad the 
production project been completed according to schedule by 
January 1981. 

13. Vegetable tannery 

In September 1963, a proposal was initiated by the Directo1 
Gener al. Ordnance Faetories (DGOF) for au~mentation and 
modemi ation oJ a vegetable tannery at a factory at an estimated 
cost of Rs. l 0.34 lakbs raising the existing capacity of 6,000 
hides per month to 10,000 hides (6,000 hides under pit method 
plus 4 ,000 hides by quick drum tanning method ) and aJso to 
effect reduction in cost of production by 30 P<-r cent . The 
proposal remained under consideration for several years and in 
April 1971 , sanction was accorded by Go•1ernment for 
S/2 DADS/ 81-5. 
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modernisation of the tannery for Rs. 8.40 lakhs including foreign 
exchange of Rs. l.68 lakhs (civil works : Rs. 4.45 lakhs, 
plant and machinery : R s. 3.95 Jakhs). The actual cost c'Xcluding 
departmental charges, however, came to Rs. 12.45 lakhs including 
foreign exchange of Rs. 1.85 lakhs ; the pxcess cost was yet to be 
regularised (September 1981). According to the Ministry of 
Defence (December 1979), the sanctioned, capacity was 7,500 
hides per month (90,000 hides per year) ; the Additional DGOF, 
however. stated (September 1981) that it was 7,000 hides per 
month. The sanctioq letter or the connected records do not make 
the position clear beyond doubt. 

2: Civil works.-Sanction for the civil works was iss11cd by the 
Additional DdOF (OEF Group) in August 197l for Rs. 4.45 
lakhs for completion in 12 months. Contract for the ci yi~ works 
was concluded by the Military Engineer Services IM ES) only 
on 15th June 1973 i.e. after about 22 months. The site fot the 
first phase of work was banded over immediately and the work 
was completed during July 1Q73 to M arch 1974. The Addition~·l 

DGOF stated (September 1981) that as there were certain defects 
in the execution of work by the MES, the site for the second 
phase was handed over to the MES on 15th August 1974 after 
rectification of the defects. Final decision on the monorail and 
fixing of aU sheeting was given by the factory in September 
1975 and the entire work was completed in D ecember 1975 at 
a cost of Rs. 5.60 lakhs; leakages in the tanning pits were, 
however, noticed by the factory and these were rec!ified by the 
MES in May 1976 before handing over the building in Ju:ly 
1976 . 

3. Plant and Machi11ery.--Seventeen items comprising 5 types 
of Plant :ind machinery including 6 electric hoists (cost : Rs·. 6.83 
lakhs) were received from suppliers in the country by the factory 
during 1'.1arch 1973 to October 1974. The electric hoists were 
comm issioned in March 1977 while the other items, -were 
commisi.: ioned du ring September 1973 to August 1974. 

-
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4. Production.-Prior to sanction of the modernisation 
scheme, the capacity for production of buffalo hides was 6,000 
per m6nth (72,000 per year). After modernisation, the t otal 
capacity according to the Additional DGOF was· 7,000 hides per 
month ( 84,000 per year) against which actual production of 
hides by both the methods (buffalo and other hides, excluding 
sheep and goat skins) was far below the capacity as given 
below : 

Yt:ar Qu1nt~ly of Sh" rtfall P.:rcxntage 
hides (Ne' . of f 

prcd uced hides) :.h0rtfall 
(No. o f 

hides) 

1973-74 61 ,452 .22,548 26.84 
1974-75 51 ,343 32,657 38.37 
1975-76 43,046 40,954 48 .75 
1976-77 33,588 50,412 60.0 1 
1977-78 61,431 . 22,569 26.86 
1978-79 61,631 22,369 26.62 
1979-80 33,802* 50,19.8 59 ._75 

*(Only buffa lo hide~) 

The Ministry stated (December 1979) that the tamring · ot 
'buffalo 'D' hides during 1973-74 to 1977-78 was restricted to 
the extent of buffalo 'D' hides received against yearly programme 
of 60,000 intimated to the Director General, Supplies and 
Disposals (DGSD). The yearwise figures of receipts of buffalo 'D' 
hides were as follows : · 

------
Ye:i.r Buffa lo 

'D ' h id._'5 
(numbers) 

1973-74 49,732 
1974-75 38,048 
1975-76 29,747 
1976-77 34,831 
1977-78 51,789 
1978-79 34,429 
1979-80 57,785 
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'The above table shows that even after incurring an additional 
expenditure of Rs. 12.45 lakhs on modernisation, the total 
production was much less than even the capacity existing prior 
to modernisation. The Additional DGOF stated (September 
1981) that during 1980-81, 6,500-7,000 hides could be pro­
cessed per month on an average. 

As regards the modern method of quick drum tanning, this 
was started from December 1977 on commissioning of the project 
after rectification of the defective pits. Against the planned 
capacity of 48,000 hides per year by this method, only 2,916, 
7, 170 and 7 ,570 numbers of bides were tanned under this 
method during 1977-78, 1978-79 and 1979-80 respectively. The 
Additional DGOF stated (September 1981) that the shortfall 
was due to Jess number of bides received from the DGSD. 

5. Cost of production.-Cost of production in respect of 
hides manufactured by the modern tanning method and by the 
old pit method were not available for the years prior to 1980-81 
from tlie records of the Accounts Office of the factory. The cost 
of production by both mt>thods taken together varied from 
Rs. 15.54 to Rs. 16.50 per kg. during 1976-77 and Rs. 12.37 
to Rs. 17.80 per kg. during 1977-78 as against the lowest rates 
of item purchased at Rs. 10.67 per kg. and Rs. 10.76 per kg. 
during 1976-77 and 1977-78 respectively. 

The Ministry stated (December 1979) that the comparison 
of cost of production by the old pit method and the modernised 
tanning method during 1978-79 bad revealed that the cost of the 
sole leather was reduced by approximately 20 per cent to 25 per 
cent . This fact was not susceptible of verification from the 
records of the Accounts Office of the factory for 1978-79 and 
1979-80, as no separate records giving cost of production by 
the two different methods were maintained by that office. 
According to Additional DGOF (September 198 1), a special 
ad hoc exercise carried out by the factory and its Account-; 
Office revealed that the cost under modern method was less by 
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about 6 per cent during 1980-81. This could not be verified 
in audit; the anticipated reduction in cost by 30 per cent by 
modem method bas' not been achieved. 

6. Summing up.-The case revealed that : 

the project, propQsed in 1963, was sanctioned in · 
1971 (after 8 years) at a cost of Rs. 8.40 lakhs 
and was completed in' 1976 at a cost of Rs. 12.45 
Iakbs; 

I 

against 48,000 buffalo hides proposed to be produced 
every year by modem tanning method, only a small 
quantjty of 2,916 hides, 7, 170 hides and 7 ,570 hides 
were produced during 1977-78, 1978-79 and 1979-80 
respectively ; 

against the total rated capacity of 84,000 bides per 
year (as indicated by the Additional DGOF), the 
production during 1973-74 to 1979-80 varied from 
33,802 to 61,631 hides ; and · 

the anticipated reduction in cost by 30 per cent by 
modern method bad not been achieved. 

14. Development of explosives in an ordnance factory 

In paragraph 11 of the Audit Report (Defence Services) 
for 1976-77, mention was made of delay in commissioning of 
an imported plant and establishment of production of 
TrinitrotoluenefDinitrotoluene (TNT/ ;DNT) in an ordnance 
factory. The commissioning trials/guarantee runs were initially 
planned during September 1973 to January 1974. F or th.is 
purpose and for establishing production of the two items (TNT 
and DNT), the Director G"eneral, Ordnance F actories (DGOF) 
bad prQposed (June 1973) issue of development orders for 
manufacture of 4 80 tonnes of TNT and 20 tonnes of DNT at 
a cost of Rs. 26.65 lak11s (at Rs. 5,551.95 per tonne) and 
Rs. 1.38 lakbs (at Rs . 6,900 per tonne) respectively. In August 
1973; the Associated Finance Wing advised the iDGOF to reduce 
the quantities to absolute minimum for effecting maximum 
economy. The DGOF accordingly reduced the quantities 
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(October 1973) to 300 tonnes of TNT and 10 tonnes of 
DNT stating that these "would suffice to cover the production 
during trial runs of the plant". In February 1974, the Govern­
ment sanctioned Rs. 17 .35 lakhs for establishment of production 
Ufs. 16.66 Ici.khs for 300 tonnes of TNT and Rs. 0.69 lakh 
for 10 tonnes of DNT), followed by a development order in 
March 1974. 

After erection of the plant in May 197 4 and taking over 
the water lines connecting the process buildings from the Military 
Engineers, the factory issued a development warrant (November 
1974) for 300 tonnes of 'INT and produced _300.325 tonnes 
during January 1975 to November 1975; 114.425 tonnes were 
accepted as grade I and 101.500 tonnes as grade II, the balance 
84.400 tonnes being rejected as substandard. The substandard 
quantity was reprocessed during August to November 1975 on 
two sub-warrants issued in August and September 1975, obtaining 

. l 0.95 tonnes as grade I and 54.91 tonnes as grade II, the balanc:: 
18.54 tonnes being lost in reprocessing. The completion cost 
of the main warrant and the sub-warrants (which was not worked 
out separately as normally expected) was Rs. 73.82 lakhs, 
exceeding the sanctioned cost (Rs. 16.66 lakhs) by Rs. 57.16 
lakhs. As regards DNT, 10 tonnes were produced during 
August to December 1976 against a warran t issued in A pril 
1976 at a cost of Rs. 1.85 Iakbs, exceeding the sanctioned cost 
(R s. 0 .69 Jakh) by R s. 1.16 lakbs. In both the cases, there wa' 
no specific budget allotment for the excess expenditure, nor was 
any action taken by the factory to report the p~si tion to the 
DGOF for obtaining revised Government sanction . 

In November 1975, however, the factory issued another 
development warrant for 300 tonnes of TNT en the grounds 
that full capacity run was not over and acceptable product was 
not obtained . and completed it during November l 975 to F ebruary 
l 976 at a cost of Rs. 31.20 Jakhs at R s. 10,400 per tonne with 
283 tonnes accep ted as grade I and 17 tonnes as grade IL The 
plant was then taken over temporar ily for p roduction purpcse> 
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(April 1976). Meanwhile, in January 1976, the factory had 
requested the DGOF to issue another development order ·for 
500 tonnes of TNT at a cost of Rs. 21 lakhs (a( Rs. 4,200 per 
tonne) stating that the trials were still in progress io achieve the 
required quality of the final product and to bring the plant on 
production. The factory also stated that in anticipation of issue 
of further orders of the DGOF, another warrant for 300 tonnes 
had been issued (November 1975) ; it did not, however, inform 
the iDGOF of the excess expenditure already involved in produc~ 
tion on the first warr~nt (November 1974). The DGOF did not 
agree to the proposal stating (January L976) that pre-­
commissioning trials having been completed aud most of the 
p 'bduccd TNT · issued to other factories, there was no need for 
further development order. When the factory insisted (February 
1976) , the DGOF stated that the normal accepted product had 
to be booked on regular demands. Thus, the second development 
warrant for 300 tonnes (November 1975) for TNT had been 
completed without covering order of the DGOF , Government 
sanction and budget allotment, as required. The plant was finally 
taken over by the factory in February 1978 excluding Red Water 
Destruction Unit. 

The original development estimate for production of TNT had 
been finalised by the factory in February 1973 on the basis of 
requirements of labour and material provided in the contract 
for the new plant and priced by the Accounts Branch in March 
1973 at Rs. 5,551.95 per tonne with reference to production in 
the old plant. the production know-how, etc. in the new plant 
being not known. The estimate did not provide for any rejecf on, 
as the extent of likely rejection in the new plant was 11ot precisely 
known. After actual production in the new plant during 
1975-76 and taking into account escalation in cost of Jabour, 
material, etc. , it was decided to revise the estimated cost to 
Rs. · 13,212.4-0 per tonne. On completion of the first warrant 
of November 1974, the actual cost was worked out by the 
Accounts Branch at Rs. 15,624.28 J:ler tonne. Thus the total 
cost of 281.785 tonnes of accepted TNT excluding 18.540 tonnes 
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lost in reprocessing, was Rs. 44.02 lakhs as against the total 
expenditure of Rs. 73.82 lakhs, the difference of Rs. 29.80 1akhs 
being attributed by the Accounts Branch to over-drawals and 
non-recoveries of material (Rs. 12.10 lakhs) and excess 
employment of labour (Rs. 17.70 lakbs) . This position was 
pointed out by local Accounts Branch in August 1977 to the 
factory. 281.785 tonnes were issued to other factories against 
their demands during April 1975 to January 1979, but were 
priced at Rs. 27.36 lakhs pending further adjustment, tbe balance 
of Rs. 46.46 lakhs being exhibited as semis as on 31 st March 
1979/1980 alongwitb the quantity of 18.540 tonnes lost in 
reprocessing. Semis to the extent of Rs. 2 .07 lakhs were also 
exhibited in the Accounts Branch at the same time on the second 
warrant of November 1975, against which the accepted 300 
tonnes of TNT were issued to other factories durit.,irr November 
1975 to January 1979 priced at Rs. 29.13 lakhs pending further 
adjustment. The total expenditure on production of 600.325 
tonnes of TNT was, therefore, Rs. 105.02 lakh<;, of which 
Rs. 48.53 lakhs representing cost of semis remained unadjusted. 

In January 1979, the factory informed the DGOF of the 
excess expenditure· (Rs. 61.SO lakhs) incurred on development of 
1NT on the first warrant. In November 1979, on the basis of 
a decision taken in a meeting held on 2nd November 1979 
between its officers and Accounts Officers, the factory submitted 
a case to the DGOF for obtaining Government sanction for the 
total expenditure of Rs. 105.02 Jakhs for production of 600.325 
tonnes including unavoidable loss of 18.54 tonnes and for 
write down of the semi value of Rs. 48.53 lakhs. as it 
could not be absorbed in future production due to low target 
and consequential increase in production cost. Government 
sanction was awaited (October 1981) . 

In regard' to excess expenditure incurred (Rs. 1.16 Jakhs) on 
production of 10 tonnes of DNT issued in August/December 1976 
to other factories which were charged fully, no action was also 
taken for regulnri.:iation under Government sanction (October 
1981) . 
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The Ministry stated (October 1981) that: 

the ex.cess expenditure incurred on development of 
TNT/DNT was due to sharp increase in costs of1 
labour, material, services, etc. since 1973; 

overdrawals/non-recoveries of material and over­
payments of labour were unavoidable in 
commissioning a new sophisticated plant and were 
also due to reprocessing of the substandard product; 
and 

a further adjustment of Rs. 16.54 lakbs (out ot 
Rs. 48.53 Iakhs) was under consideration of the 
Controller of Accounts. 

Apart from the point that at no stage till January 1979, '.he 
OOOF was informed by the factory of Ute excess expenditure 
of Rs. 57.16 Iakhs (revised in November 1979) incurred oo 
production of TNT on the first warrant (November 1974) for 
obtaining Government sanction although Accounts Branch bad 
raised the issue earlier in August 1977, the following further 
points emerge : 

another development warrant (300 tonnes) for TNT, 
as distinct from a regular production warrant, was 
issued by the factory (November 1975 ) and 
completed (cost : Rs. 31 .20 lakhs) without any 
authority, i.e. approval of the DGOF and Government 
sanction, the DGOF having ultimately decided that 
such a developmen_t order was unnecessary; 

against the estimated cost of Rs. 0.69 bkh at 
Rs. 6,900 per tonne, 10 tonnes of DNT were pro­
duced at a cost of Rs. 1.85 lakhs at Rs. t8,500 per 
tonne and the excess expenditure (Rs. 1.16 lakhs) 
was not regularised; 
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no specific budget allotments \Ve . e made for the 
excess expenditure of Rs. 89.52 lakhs incurred on 
production of 600.325 tonnes of TNT and 10 tonnes 
of DNT; 

no iJwestigation was made into the overdrawals/ 
non-recoveries of material and over-employment of 
labour (Rs. 29.80 Iakhs); and 

there was a loss of Rs. 48.53 Iakbs representing cost 
of semis which could not be absorbed in future 
production. 

15. Manufacture of def<?ctive components for vehicles 

In paragraph 12 o'f the Audit Report (Defence Services) for 
1978-79, rejections of axle l:!Ssembly and brake assembly (cost : 
Rs. 50.81 lakhs) of Shaktiman vehicles manuf.actured in factories 
'A', 'C and 'D ' for fitment to the vehicles in factory 'B' were 
mentioned. Losses (Rs. 22.30 lakhs) due to rejections of trans­
mission assemblies (consisting of gear boxes and transfer cases) 
for Shaktiman and Nissan vehicles and road springs for the latter 
.arc mentioned below : 

A . Transmission assemblies.--Shaktiman, Nissan 1-ton and 
. Nissan Patrol vehicles had been in production since 1959, _1960 
and 1962 respectively. Factory 'N' established the manufacture 
of transmission assemblies for Shaktima'n and Nissan 1-ton vehicles 
during 1959-63 and 1970-73 respectively; factory 'B' estab­
lished their manufacture during 1969 ( Shaktiman) , 1973 (Nissan 
1-ton ) and 197 5 (Niss.an Patrol). 

Reports were received from the users (April · 1974) that a 
large number o'.f tra nsfer cases and gear boxes ma·nufactured at 
factories 'B' and 'N' and fitted to these vehicles were noisy and 
suffered from other defects. such as, hard shifting, gear slipping, 
etc. Simult.aneously, these defects were noticed in inspection 
(April 1974) duri'ng road tests of the vehicles after assembly at 
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factory 'B' and the assemblies were rejected for rectification; 
such rejections were stated (April 1974) to be about 30 per cent. 
The Director of Inspection (Vehicles ) stated (November 1974) 
that the main reasons for heavy rejections were inadequate heat 
treatment of the components and bad ma'nufacturing techniques 
at factory 'B'. He also said tha t the lapping of gears envisaged 
,in the drawings was not being done. After a teclu:iical apprecia­
tion of the problem (in pursuance of a decision taken in Novem­
ber 1974), factory 'B' intimated (January 1975 ) the Director 
General, Ordnance Factories (DGOF) that the defects were due 
to defective equipment in the heat treatment shop, non-avail­
ability of lapping machines in the m.achine shop and inadequate 
i_nspection facilities in the factory. The Ordnance Factory Board 
(OFB), however, stated (October 1980) that the lapping of 
gears was not being done by the foreign collaborators (firms 
'X ' and 'Y') in all kinds of transmission assemblies and gear 
boxes. f t was also stated that during the initial years of pro­
duction of the vehicles in the Ordnance F actories. the Inspectorate 
was not very critical1 about the standard of inspection, and that 
when a sizeable fleet of vehicles grew up with the Army, the 
inspection was tightened up to have quality products, which re­
sulted in increased rejections of the assemblies. 

Foliowing the technical appreciation, factory 'B' proposed 
(January and February 1975) augmentation of the heat treat­
meht capacity and other facili ties in the factory at a cost of 
Rs. 202.49 lakhs. However, the DGOF considered (July 1975) 
that the requirement of :additional plant aod machinery could be 
decided upon only after a detailed study of the production process 
and inspection methods of the assemblies at tbe works of the 
collaborators. Accordingly, Government sanctioned the deputa­
tion of a technical team (June 1976) to the works of the colla­
borators for the purpose ,at an estimated cost of Rs. 0 .80 lakh. 
The team visited the works of fi rms 'X' and 'Y' during June­
August 1976 and based on its reports (No.vember 197?), the 
DGOF put up a proposal (December 1976) for procurement of 
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additional machinery and eq~pment for improving the quality 
of the transmission assemblies at factory 'B'. After protracted 
correspondence, Government sanctioned the procurement of addi­
tional machinery and equipmenL only in February 1980 at a cost 
of Rs. 292.85 lakbs including Rs. 125.81 lakbs in foreign ex­
change. The additional machinery and equipment were expected 
to be in position in the later half of 1982. The OFB stated (March 
1981) that factory 'N' had also initiated action to provide adcli­
tional plant and machinery (estimated cost : Rs. 74.66 lakbs) . 
for the same purpose. 

Meanwhile, rejections of the assemblies during road tests at 
factory 'B' (before the vehicles were issued to the users ) varied 
from 24 to 57, 39 to 47 and 35 to 51 per cent for Shaktiman, 
Nissan 1-lon, and Nissan Patrol vehicles respectively during 1974 
to 1979. Factory 'N' bad incurred an expenditure of Rs. 10.89 
lakhs during 1974-75 to 1979-80 on the repair of such rejected 
assemblies. Though 'factory 'B' intimated the Ministry of Defenee 
and the DGOF (January 1976) that an cxpendHure of about 
Rs. 0.10 lakh per month as direct labour on the rectification of 
the defective assemblies was being incurred, the OFB stated 
<February 1981) that tbe actu.al expenditure at factory 'B' during 
1975 to 1979 was Rs. 2.90 . lakhs. As no separate records of 
the rectifications were kept at factory 'B', these statements were 
not susceptible of verification in audit . The expenditure incurred 
by the users since 1974 on premature replacements and repairs . 
of the assemblies fitted to the ,vehicles issued to them was not 
intimated to Audit (September 1981) though called for in July 
1980. 

Whi1.c there were rej~ctions of the assemblies prod uced in the 
ordnance factories, import of 420 sets of the assemblies fo r Nissan 
1-ton vehicles (September 1974) and 3,110 sets for Nissan 
Patrol vehicles ( 1,660 during August 197 4-December 1975 and 
1,450 during February 1979-February 1980) at a total cost of 
Rs. 1J2.66 lakhs (FOB) was arranged, though the pr0ducti0n of 
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the vehicles (ranging from 2,550 to 4 ,170 numbers for Nissan 
1-ton and from 550 to 914 numbers for Nissan Patrol per annum) 
was below the installed qipacity ( 4,200 numbers for Nissan 
I-ton and 3,000 numbers for Nissan Patrol vehicles per annum) . 
The O FB stated (August 19 81) that the imports were made 
based on requirements and indigenous availability of the a&sem­
blies. 

B. Road springs.- Factory 'K' suppl ied about 6 ,704 sets and 
5,578 sets of road springs (one set consisting of 2 numbers each 
of fTonl and rear springs) for Nissan 1-ton ;md Nissan Patrol 
vehicles respectively to factory 'A' during 1961 to 1971 and about 
227 sctc:; of the former and 893 sets o'f the latter to factory 'B' 
during 1970 to 1974. 

No complaint was received ti ll December 1973 from the user 
factorii.:s regarding the qualit) • of road springs supplied by factory 
' K'. Factory 'A' had used a-U the road springs excep t 596 sets for 
Nissan Patrol vehicles which were transferred to factory 'B' after 
production of the vehicles was discontinued ( 1971-72) in 
factory' A'. H owever, in January 1974, factory 'B' informed fuctory 
'K ' of rejections of the springs for Nissan Patrol vehicles in ins-

, pection at the stage of final passing of vehicles due to high camber. 
Later in June 1975, factory 'B' apprised the DGOF that their 
rectification was not possible. Apprehending that further supplies 
of road springs would be rejected by factory 'B', no further supplies 
were made by factory 'K' after 1974 and, therefore, factory 'B' 
l'mggested (August and October 1976) short-closure of the l_>Cnd­
ing orders Oil factory 'K ' ( 506 sets of front springs and 511 sets 
of rear springs for Nissan l- ton and about 3 11 sets of road 
springs for Nissan Patrol vehicles) . A Board of Enquiry, set up 
by the DGOF (April 1978) to investigate the reasons for factory 
'K' being not able to continue with the production, stated (Jtnle 
1980) that factory 'K' was producing springs without proper faci­
lities and that it had made considerable efforts to satisfy require­
ments of factory 'B' without success. The OFB stated (October 



and December 1980) that with the establishment of factory 'B', 
the inspection standard was tightened up to have quality products 
and this led to the rejections of some of the supplies o'f r~ 
springs from factory 'K'. 

Out of the supplies of factory 'K' ( 1,489 sets for Nissan Patrol 
and 227 sets for Nissan 1-ton ,vehicles including the t ransferred 
quantity from factory 'A'), 1, 180 numbers of front spring and 
1,286 numbers of rear spring (total cost : Rs. 5.91 lakhs) for 
Nissan Patrol vehicles were lying rejected at factory 'B' (Novem­
ber 1976); of these, 786 numbers of the former .and 1.038 num­
bers of the latter (cost : Rs. 4.37 lakhs) were returned to factory 
'K' in November J 976 and February 1977 and a part ( 628 num­
bers of front spring :rnd 638 numbers of rear spring) of these 
returns was melted (March 1978) as scrap. The total loss due to 
rejections and short-closure of the pending orders at factory ·~· 
was Rs. 8.51 lakhs. The OFB stated (August 1981) that the 
overall fi nancial repercussion was under computation. 

Summing up.-The following points emerge : 

Due lo defective transmission assemblies manufac­
tured at factories 'B' and 'N', Rs. 13.79 Jakhs had 
to be spent on their repairs during 1974-75 lo 
1979-80. 

Procurement of additional machinery and equipmcn.t 
proposed in December 1976 by the DGOF for 
factory 'B' to overcome the defects in the assemblies 
was sanctioned by Government only in F ::bruary 
1980 (after protracted correspondence) at a cost ot 
Rs. 292.85 lakhs; the m.achinery and equipment were 
expected to b<! received by e nd of 1982. 

Due to rejection of assemblies prod uced in factories 
'B' and 'N'. imports valuing Rs. 112.66 lakhs had 
to be made ( August 1974-February 1980). 

I 
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The o:verall loss due to rejections of road springs and 
short-closure of orders on factory 'K' was Rs. 8.51 
lakhs. 

16. Hepvy rejections in nianufacture of a component of an 
ammunition 

For manufactu re of shell body forging of an ammunition for 
supply to factory 'A ', factory 'B' made a provisional estimate 
(May 1947) providing tentatively for 20 per cent norma.lv':nn­
avoidable rejections "on engineering and technical grounds". The 
basic raw maLTial for manufacture of the forging was shell bar/ 
billet of a particular specification received by the factory regularly 
from Bhilai Steel Plant (BSP ) after due inspection and acceptance 
by a Defence Inspectorate in terms of purchase orders. T iU 
Lhe end of 1968,_ the factory encountered no difficulties in manu­
facture of !he forging using the material supplied by BSP, the 
rejections being wi thin the authorised limit, viz. 18.94 per cent 
d uring Ja nua ry to June 1968 and 19.67 ·per cent d uring June 
1968 fo March 1969 on two warrants for 25,000 numbers mid 
30,000 numbers respectively. From the beginning of 1969, 
however, hea,vy rejections star ted occurring due to "material irrl..: 
perfections on the cavity of forging", ::.. 32.28 per cent during 
November 1968 to April 1969, 4 8.33 per cent duri ng .April to 
August l 969; 45 .4 8 per cent during October 1969 to August 1972 
and 39.25 per cent during August 1972 to August 1974 on four 
warrants for 20,000 numbers, 20,000 numbers, 30,000 numbers 
and 25,000 numbers respectively. The last warrant was sbort­
closed at 20,908 numbers due to suspension of prod uctian in the 
factory (August l 974) ordered by the Director General. Ordnance 
Factories (DGOF ) . 

Noticing the upward tread in rejection~ primari ly due to 
defective material, the matter was taken up by factory 'B' with 
BSP followed by discussions in March 1970 based on investiga­
tions conductea earlier (March 1970 ) jointly by the Defence 

• "I 
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Inspector and factory 'B' brioging out the unsoundness of the 
matemH supplied by BSP. BSP was not convinced and asked 
for further trials in factory 'B' in the presence of all parties con­
cerned. Certain defective samples were also handed o,ver to 
BSP for detailed examination. The matter was not, however, 
pursued further by factory 'B' after December 1970 on the•ground 
of suspension of prod uction of the forging. 

No records were av~.Uable in factory 'B' to show whether the 
rejection loss (32.28 per cent ) on the first warrant was covered 
in a loss statement and regularised under proper sanction. The 
los.~ ( 48.33 per cent) on the second warrant was covered in a 
loss statement finalised in March 1977 for Rs. 8.58 lakhs about 8 
years after completion o'f the warrant and e,veo after a further 
period of 4 years Government sanction was awaited (October 
1981). A Board held in April 1971 merely opined (June 1974) 
that heavy rejections "occurred due to inherent material defects 
only" . The loss (45.48 per cent) on the third warrant was cover­
ed in a loss statement for Rs. 5.01 lakhs in July 1974 and regu­
larised under Go,vernment sanction in November 1978. Sanction 
was conveyed in the same letter to the waiving of convening of 
µ B<Yard of Enquiry to investigate into the loss. For the loss 
(39.25 per cent) oo the fourth and last warrant, no loss state­
ment was prepared for its regularisation as tbe rejection limit 
bad been mised to 45 per cent in February 1973 and made 
effective fro m 1st April 19.73. 

In obtaining Government sanct ion for two loss statements 
(Rs. 13.59 lakhs), the DGOF and factory 'B' stated that : 

the material always conformed to physical and 
chemical properties ; 

the defects were inherent io the material and could 
only be detected after forging ; 

there was no marked improvement in quality of 
the material in spite of BSP being made aware of 
the requirement; 

• 
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the materjal having been supplied by BSP after d ue 
inspection and acceptance by the Defenei: Inspector, 
the former could not' be held rcs911,i-s iblc for 
levy of any compensation; and 

the defects were no t d ue to the forging practice (i.e. 
bad worlananshjp) in factory 'B'. 

lt wa. also noticed that due to short-closure of Lhe fourth 
warrant order for the shell in August 1974, net financial reper­
cussions were worked out by factory 'B' 

0

in November 1979 at 
Re;, 15.64 lakbs. The loss in factory 'B" w.as, however. yet to 
he regularised . 

The case revealed tJ1e 'following points 

tbe normal/ unavoidable rejection percentage remained 
fixed at 20 per cent all along since M ay 1947 in 
spite of improved method of forging and the same 
was increased to 4 5 per cellt in F ebl1.k'lry 1973 just 
to avoid further regularisation action ; 

in spi te of inspection and acceptance of the basic 
material by a Defence TnsIJ"',,c.Lorate, defects continu­
ed to be noticed ;after forging in factory 'B' although 
physical :and cherrucal properties of the material never 
varied and no compensation could be claimed from 
BSP for bad materia l; 

the question or improvemeor of tbe quality o( the 
mate ri al was d iscussed thoroughly with BSP in 
M arch 1970, b ut it was oot pursued by 'factory 'B' 
after December 1970 cm the ground of suspension of 
production, although suspension was ;JctuaJJy o rder­
ed much later in August 1974 during which period 
two warrants were under execution with heavy re­
jections of 45.48 per cent and 39.25 per cent; 

.:> I L 1Jt\l)S 1Rt-6. 
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no specific efforts were made by factory 'B' and the 
DGOF to ascertain whether the material was really 
bad or inspection was faulty or whether production 
in factory 'B' was not upto the mark; 

loss (Rs. 5.01 lakhs) for the third warrant only was 
regularised under Govrrnment sanction ; and 

losses ( 32.28 per cent : value not assessed ; 48.33 
per ce1_1t : va lue R s. 8.58 lakhs, and 39.25 per cent : 
value nqt assessed) cm fi rst, second and fourth 
warrants were not regularised ; loss of Rs. 15.64 
lakhs due to short-closure of the fourth warrant was 
.also not regularised. 

l 7. Purchase of chilled rolls 

In a n ord nance factory imported cast iron al!oy rolls of 
minimum 19 mm chi lled depth were being used in the rolling 
mill to roll br~1ss a nd other copper alloys into intermediate and 
final shapes. The normal life of a pair of such rolls was. for 
roll ing 2,500 tonnes ( minimum) of metal . 

For the first ti me in December l 971 , the D irector General, 
Supplies and Disposals (DGSD) placed an o rder on firm 'X ' 
(prod ucing the rolls in colla boration with a foreign firm) fo r 
supply of 10 numbers of indigenous rolls (cost : Rs. 1.42 
lakhs) . This was [ollowed b y .ano ther order in July 1972 for 
16 rolls (cost : R . . 2.67 lakhs). The rolls received (1972 ) 
against the first order were u sed in 1973 , but the chi lled depth 
of the ro lls actually suppl.icd and their performance were uol 
available from the factory records. H owever, against the order 
of July 1972, the chilled de pth was revised (Febru.nry 1973 ) 
from minimum l9 mm 10 12 + 4 mm as firm 'X' held (Decem­
ber 1972) that rolls with the specified depth ( 19 mm m inimum) 
were susceptible of breakage a i:d that rolls of reduced chilled 
depth were suitable for use by the factory. T he rolls (16 num­
bers) received against the order of July 1972 were u~cd during 
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October 1973 to August 1974; 4 of them (cost': Rs. 0.67 lakh) 
broke or cracked prematurely during use and the other 12 (cost : 
Rs. 2.00 lakbs) produced about 2,051 tonnes per pai r on average 
(ranging from 1,220 tonnes to 2,4 79 tonnes). 

For supply of another 64 rolls with chilled depth of 19 mm 
minjmum and 25 mm maximum, the factory placed an indent on 
the DGSD in December 1972 against which a trial order was 
placed in January 1974 on firm 'Y' for 32 rolls ;it Rs. 16,830 
each, to be supplied at the rate of 4 rolls per month after 4 to 
5 months of placing the order. An amendment issued to the 
order (April 197 4) provided that each pair of roll was expected 
to give an a,verage life of hot rolling of 2,500 tonnes (minimum) 
and that if the rolls failed prematurely or gave a substandard 
performance due to manufacturing defects, the supplier was to 
rectify the defects wherever possible or to make prorata adjust­
ment based on actual life obtained in relation to the average 
life of that particular type of roll by supplying another roll of the 
same type. After acceptance of 10 rolls by the Director of 
lnspectfon (Metallurgy) in July and December 1974, the DGSD 
increased (February 1975) , under an option clause in the order, 
the contracted quantity from 32 to 64 numbers at the same rate, 
notwithstanding the fact that the order was on a trial basis and 
without ascertaining from the factory the a,ctual performance of 
the 10 rolls supplied by the firm. The Ministry o'f Defence 
stated (November 1981) that the increase in quantity was in 
terms of the firm's tender that the offer was for full quantity 
(64 rolls) of which 50 per cent could be covered immediately 

.and the balance after 10 rolls were inspected and despatched. 

Though, meanwhile, the factory had experience of the 
indigenous rolls of firm 'X' against the order of July 1972. 
which showed 1 9 mm as unsuitable and 12 + 4 mm better 
(ave-rage rolling 2,051 tonnes) , the specified chilled depth of 
the rolls ordered on firm 'Y' was nor reduced when the ordered 
,quanti ty ~as increased to 64 in February 1975; the factdry did 
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not also consider a suggestion made subsequently in June 1975 
by a representative of .finu 'Y' after he visited the rolling mill 
in the factory that the reduction in specified chilled depth from 
J 9- 25 mm to 15-20 mm would give better life to the rolls. 
The Ministry of Defence stated (November 1981) that the modi­
fication o'f the chiUed depth in the order of July 1972 was done 
a.t the specific suggestion of firm 'X' and that tJ1e chilled depth 
in case of the order o'i' January 1974 could have been considered 
for revision. had a suggestion come from firm 'Y' in a concrete 
form. 

Although as per the order (January 1974), supplies of 64 
rolls were to be completed by October 1975, the factory received 
31 rolls duri ng September 1974 to November 1975 and another 
4 rolls in March 1976 (total cost : Rs. 5.89 lakbs). The factory 
reported (December J 975) to the DGSD that the perfomuincc 
of the rolls was "extremely unsatisfactory'', that some of tJ1em 
(2-cost : Rs. 0.34 lakb) had prematurely broken and that the 
output of others used till then was far below the expected output 
of 2,500 tonnes. 111e factory suggested (December 1975) that 
further supplies of the rolls from firm 'Y' be discontinued and 
that aJtcm nti ve sources to meet the requirement be explored. 
H owever, as firm 'Y' contended (February 1976) tha t it had 
s·upplied rolls with chilled depth of 18 to 25 mm as per order 
and that these rolls had performed unsatisfactorily because rolls 
with reduced chilled depth of 15 111111 only were suitable for use 
by the factory, the firm was asked (February 1976) to supply 
one pair of rolls with reduced chilled depth ( l 5 mm) at the 
same contract ra te (Rs. 16,830 each ) for trial purpose. These 
2 rolls (cost : Rs. 0.34 lakh) were received in June 1976 and 
gave an output of 2, 11 5 tonnes. With reference to the DGSD's 
amendment of February 1978 to the .order stipulating supply by 
J 5 ~h October 1978 of the balance 27 rolls wi th 15 mm maximum 
chillc.'. depth ( rate : Rs. 18,381 each) , firm 'Y- supplied 6 rolls 
of rc_vr. cd specification (cost : Rs. 1.10 lakhs) in August 1978. 

'· ,/ 
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But .as the fi.m1 failed to supply .any further quantity, the order 
was cancelled later (February 1979 ) at its risk and cost. The 
deficiency, i'f any, in the performance' of the 6 rolls of reduced 
.chilled depth was not reported. The Ministry of Defence stated 
(November 1981) that though the Ministry of Law had advised 
(July 1979) that the DGSD could. claim general dam.ages from 
firm 'Y' for non-supply of the outstanding quantity (21 rolls) 
after ascertainjng the market rate on the elate of brcacl1, it was 
difficult to establish the market rate at thls s~ge and that the 
case was still being pursued. 

Of the 35 rolls of a chilled depth of 19 mn1 ntinimum (cost : 
Rs. 5.89 lalchs) specified originally and supplied by firm 'Y', 
one (cost : Rs. 0.17 lakh) was rejected (December 1975) as 
it cracked durillg rectification, 6 rolls (cost : Rs. 1.10 J~s) 

got damaged during· trµnsit but the factory's claim (March 1976) 
on the railways on th.is account (Rs. 1.11 lakhs) was rejected 
(August 1978). Against the expected output of 2,500 tonnes 
per pair, the output obtained from the remaining 28 roils varied 
from 76 tonnes to 1,623 tonnes. The Ministry of Defence 
stated (November 1981) that the details of life of the rolls bad 
been furnished to the DGSD (March 1977 and July 1980) '3nd 
that the amount to be recovered from the firm on prorata basis 
for the shortfall in output with reference to the expected output 
of 2,500 tonnes per pai.r would be worked out by the DGSD. 

Due to the failure of firm 'Y' to supply satisfactory rolls and 
in order to meet its production requirements, the factory procured 
34 rolls dur ing July 1974 to September 1977 at higher .rates 
varying from Rs. 23,760 to Rs. 34,106 each involving an extra 

• • expenditure of about Rs. 3.89 Jakhs as co111pared to the price of. 
- firm 'Y'. The Miillstry of Law opined (December 1977) that 

levy of liquidated damages on firm 'Y' foL• delay in stirpl ies was 
not justified as the delay was due to faulty svecificatioo of the 
rolls. 

-
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T he c,ase reveals the following 

Although the order of January 1974 on firm 'Y' 
was on tria l basis, the DGSD increased (F ebruary 
1975) the quantity from 32 to 64 numbers without 

·obtaining reports from the factory regarding actual 
performance of I 0 rolls already supplied . 

Based on the experience gained ( 1973) on the 
performance of indigenous rolls of reduced chilled 
depth, no act ion was taken to reduce the chilled depth 
provided in the order of January J 974 on firm 'Y'; 
as a result outputs ranging from 76 tonnes to 1,623 
tonnes per pa ir were ach ieved from the rolls (35) 
supplied by firm 'Y ' against the expected output of 
2,500 tonnes per pair. The amount to be re.covered 
from firm 'Y ' on prorat,a. basis fo r the shortfa ll in 
production was yet to be assessed by the DGSD 
(November 1981 ). 

The extra expenditure of Rs. 3.89 lakhs in 
the procurement of rolls from other sources due 
to non-supply of satisfactory rolls by firm 'Y' 
could not be recovered from firm 'Y' as the Law 
Ministry opi ned that the specification was faulty. 

18. E A1ra expenditure in p.rocuremcnt of electrodes . 

Electrodes 'A, 'B' and 'C' required by factNy 'A' were 
imported till 1967 and thereafter these were procured indigenously 
mainly from firm 'X'. In September 1977, ,factory 'A' placed 
an indent on the Director General, Supplies and Disposals 
(DGSD) for supply (during June-December 1978) of 2,24,732 
numbers of electrode '~', 3,86,800 numbers of electrode 'B' and 
2.59,380 numbers of electrode 'C' to meet its requirements till 
March 1979. The quantities indented were later increased 
to 2,34,624, 4,13,440 and 2,59,600 numbers of eleo1 
trodes 'A', 'B' and 'C' respecti vely. The following offers from 
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firm 'X' were received by the DGSD (April 1978) against his 
tender enqui ry : 

El cc trodes : 

'A ' 
'B' 
'C' 

Imported cc re wires lnd igenc us core wire~ 

Ra te pe r Total Ra te per Tota l 
1000 cost IOOO cost 

R5. Rs . Rs. Rs. 

7,824 ) 
3, 102 }-
2,3 10) 

37 . 18 
lakhs 

8,88 11 
3,48 1 }-
2,565 J 

41.89 
lakhs 

The DGSD informed (J uly 1978) the Ministry of Defence 
that if electrodes out of imported core wires were r'Cquircd, firm 
'X' would need an import licence for Rs. 21.20 lakhs iinct that the 
supplies would be made in 3 monthly instalments commencing 
from February 1979, provided the import licence was received 
by the firm by 14th July 1978. After getting acceptance of the 
Ministry and the factory to these stipulations, a·n order was 
placed on firm 'X ' (September 1978) for supply oE electrodes 'A' 
(2 ,34 ,624 numbers) , 'B' (4, 13,440 numbers) a.nd 'C' (2.59,600 
numbers) out of imported core wires for a total cost of Rs. 37 .18 
lakhs incl uding Rs. 21 .20 lakhs in forei gn exchange. The 
Ordnance Factory Board (OFB) stated (September 198 1) that 
since the electrndes out of .indigenous core wires were costlier, 
the order was placed fo r electrodes out of imported core wires. 

The required foreign exch.ange (Rs. 21.20 lakhs) for import 
o1 core wires against the order was released in- September 1978 .. 
As there was D-; ban on import of core wires for actual users, 
the DGSD also issued (September 1978) the 'Import Recom­
mendation Certificate' ( lRC) in favour of fi rm 'X '. However, · 
the Ministry of Steel and Mines did ·not agree ( December 1978) 
to the import of core wires since a pubJic sector undertaking 
was manufacturing the core wires ind igenously from imported 

. wire rods. As tbe electrodes out of imported core wires were 
cheaper, the import licence was finall y issued to firm 'X' in 
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J lllle 1980. But in the meantime, due to non-receipt of import 
licence, the firm had withdrawn (February 1979) its offer to 
supply the electrodes. The firm also did not make any supply 

·and the order was eventually cancelled (April 1981 ) , at the 
risk and expense of the firm. 

Meanwhile, against an indent placed by the factory (J~nuary 

J 979) for creating a stock of electrodes for eme·rgent require­
ments, the Jodi.a Supply Mission, London placed 2 orders on 
furn 'Y' (March 1979) for supply of 55,000 numbers of 
electrode 'A' (Rs. 8,443 per JOOO) , 1,55,000 numbers of elec­
lrode 'B' ( Rs. 3,484 per 1000) and 65,000 numbers of electrode 
'C' (Rs. 2,474 per lOOO ) valuing Rs. l l.65 lakhs. To meet 
the requirements till March 198 1, another order was placed 
on firm 'X' (June 1979) for supply of the electrodes out of 
indigenous core wires. Since the supplies from firm 'X' against 
the DGSD's order of September 1978 were not forthcoming and 
with a view to keeping the production running dudng 1979-80, 
a fourth order wa~ placed on firm 'Y' (July 1979) for import of 
the electrodes at higher costs as follows : 

rndigenous lmport 
-· -~ ----· 

Numbers Ra te Tota l · Numbers Ra te Tota l 
ordered per cost ordered per cost 

1000 1000 

Rs. Rs. R~. lb . 
Electrcdes : 

'A' 3.04.268 10,5701 72.30 1,65,000 9,468} 22 .87 
'B' 6,35,710 4,1 10 lakhs la k It' 
'C' 4,6 1,800 3,035) 2.60,000 2,790 

(The quantities ordered on firm 'X' for indigenous electrodes were 
increased in June 1980 to 3,85, 108 numbers, 6,67,390 numbers 
a nd 5,93,190 numbers of electrodes 'A', 'B' and 'C' respectively 
valuing Rs. 86.14 lakhs.) 
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Against the import orders on fi rm 'Y' (March and July 1979 ) , 
the supplies were completed by June 1980, of which 65,000 
numbers of electrode 'C' agptnst the order of March 1979 were 
airlifted (August 1979) at a cost of Rs. 1 lakh to meet urge.nt 
requirements. Against the order on furn 'X' (June 1979) , 
3,85,960 numbers of electrode 'A', 6,59,554 numbers of elec­
trode 'B' and 5,32,840 numbers of electrode 'C' were recei,ved 
ti ll March 198 1. 

The OFB stated (September L98 L) that against the order 
of September L978 the required foreign excbange was released 
and the IRC was issued in favour of firm 'X ' within a reasonable 
time, but the issue of the import licence was delayed as the 
Ministry of Steel and Mines did not in itially agree to the import 

•· o f the core wires since these were available indigenously. 

The inordinate delay in the issue o( the import licence 
(June 1980 instead of July 1978) to firm 'X' thus caused pro­
curement of the ordered quantities (2,34,624, 4, 13,440 and 
2,59,600 numbers of electrodes 'A', 'B ' .and 'C' respectively) 
subsequently at higher rates partly by import and partly indi­
genously at a to tal cost of Rs. 47.21 l.akhs ( including Rs. 22.87 
lakhs in foreign exchange) involvi ng extra e·xpenditure of R s. 10.03 
lakhs ( including Rs. 1.67 lakhs in foreign exchange) as com­
pared with the order of September 1978. 

1 9. Rehabilitation of pl!lnt nncl' machi'nery in :m ordnance 
factory 

' 
In paragraph 11 of the Audit Report (D efence Services) f'or 

· 1974-75, mention was made .about unsatisfactory performance o f. 
an ordnance factory in production of a new ammunition (type 'A') 
due to use of old and worn-out plant and machinery. which not 
only gave reduced outtmn but also led to heavy rejections and 
failures. Mention was also· made therein about Government 
sanction ( Apri l 1971 ) for Rs. 6.05 crores for replacement of 
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essential plant and machinery in the factory to raise tbe production 
capacity of type 'A' ammunition (from 48 units per annum) 
~Q 120 units per annum (in 2 shifts each of 1(1 hours). Jt also 
provided for rehabilita tion of plant and machinery for sustaining 
the existing capaci ty of 48 units per annum of another ammunition 
(type 'B' ) and enhancing it to 54 units per a nnum in 2 shi[ts 
each of 10 hours. Rehabil itation of plant anc.I machinery was 
considered necessary to ensure quality production of the two 
types of ammunition and to match the inspection requireme nts 
specified , apart from enhancement of capacity. Machines ( 159) 
required for the project for both types of a mmuni tion, were 
orderec.I ( cost: Rs. 6. 10 crores ) in September 1972 and received 
during January 1974 to September 1975; out of t11esc, 
154 numbers were commissioned during J anua ry 1975 to April 
J 976 and the balance 5 inumbers in Apr il 1978. 

D uring examination of the p aragraph 11 of the Audit Report 
(Defence Services) for 1975-76, as would be seen fro m 
paragraph 1.32 of its 3 rd Report (6th L ok Sabha : 1977-78) , 
the Public Accounts Committee (PAC) were informed ( 1977-78) 
by tbe M inistry of D efence tha t by 1969 the old pla nt had lost 
its capabi li ty resulting in heavy rejection and unreliable 
production and that t~e Tnspectorate had procured new gauging 
and inspection machines which could -assist in weeding out the 
defective ammunition. T he plant and machinery remained old 
and un ervicca.b le thus resul ti ng in production of substandard 
ammunition. T he PAC considered that it was undesirable to 
continue production of substandard ammunition as it was waste­
ful consumption of labour and scarce material and components, 
some of which had been imported. The M inistry, however. 
stated ( August 1978) that non-stoppage of production and 
encountering the problems due to higher rejections, on economic 
grounds. sounded to be a better proposition tha n eomp'.ete 
stoppage and encountering the neV-'. t roubles later on and that 
bulk of the substandard ammunition had already been di posed 
of to certain foreign parties earning valu.ablc foreign exchange. 

~' -
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During a re".iew in audit (April 1981) of the production 
performance of the factory in regard to two types of ammunition. 
the fo11owi ng further points were noticed : 

( A) Under-utilisation of new capacity 

The total quantities on order for types 'A' and 'B' ammunition 
as outs tandi ng on Lst April L 976 to 198 J as well as the 
quantities actually produced during 1976-77 lo ·1980-81 as against 
the established capacities ( 120 units per annum for type 'A' and 
54 units per annum for type 'B' in 2 shifts each of 10 hours l 
were as under : 

Outstanding <'refers as o n Actua l prc-duc tion P,•rc,'n toge o f 
1.1 April (ur its) during (units) u tilisation of 

Pew capacity 
--- - - ----

Y.:.'.lr ·A· "B' YLar ·A· ·B· 'A" ' B' 
1976 100.99 72.34 1976-77 29.36 20 .80 24.46 38.52 
1977 70.68 68.26 1977-78 29.30 19 .60 24.42 36.30 
1978 142 .7 1 98.27 1978-79 37 .38 19.20 31. 15 35.55 
1979 152 .65 114.22 1979-80 30 .50 17 .00 25.42 31.48 
1980 185.8 1 95 .07 1980-81 37 .06 21.80 30.88 40 .37 
1981 211 .61 105.41 

The under-utilisation of capacity varying Crom 75.58 to 
68.85 per cent for type 'A' and 68.52 to 59.63 per cent lor 
type 'B' was attributed by the department 10 the fo llowing 
reasons : 

The factory worked only 102 hours a week in 
2 shifts during 1976-77 to 1978-79 and 108 hours 
a week dm~ng 1979-80 to 1980-8 1 against 120 hours 
~ week envisaged. 

As against the labour requirements of 2.370 numbers 
for type 'A' and 520 numbers for type 'B' ammunition 
(inclusive of 12 per cent absenteeism) to achieve 
maximum production. labour actually employed was. 
769 numbers and 266 numbers respectively. 
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T here was no requirement of prodi.1ction at full work­
load. 

Thus, the object with which the project had been sanctioned 
in April 1971 at a capital cost of Rs. 6.05 crores was not· fulfiUcd 
till March 1981 as 59.63 to 75.58 per cent of the instaUcd 
capacity had remain ed un-ut i.l ised. 

· (B) Non-revision of normal. rejection percentages 

. Provisions made for normal rejections in the relevant es timates 
for various operations involved in production of types 'A' and ' B' 
ammunition, prior to modernisation of plant and machinery and 
thereafter, were as under : 

-- Percc nt<•i.:cs o f nc 1mol rdcc tic ns pr c v iC:, d 
Opera ti0n - - --- - - ----- --- - --- - ---- -

After m r dunisattc 11 Pt icr to Jur.c 1969 

Cartr ic'gc 
fi llirg a nd 
fi n ishirg 

Case m a king 

Ca ps per-

c ussion 
fi ll ing 

Bulle t 
ma king 

'A ' 

6 

18 

N 0 t 

k l'.C WJl 

13 

·n· 
5 

16 

Ol 

in vc lv«I 

5 

In Jure 1969 

' A" 'B' 'A. 'B' 

30 10 25 No r( v t-
(Sc ptc m bcr s ion 

1977) 
15 

(Augu, t 
1978) 

12 
(J ur.c 1979) 

18 22 22 20 

25 (Jur e (Ju.r!< 

(Fe br uary 1979) 1979) 

1972) 
34 N C' t 30 Not 

ir vc)vcd ( M a rch in vo lVl l l 
1974) 

40 10 20 5 
(June 
1979) 

(J une 
1979) 

Except in regard to bullet making operation for type ' 13' 
a mmunition the normal rejection percentages for other operations 

.r 

--. 

._ , 

"" 
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Jor types ·A' and 'B' ammuniaon still remaiaed to be revised 
doWnward to pre-1969 level, if not further. This was due to 
continued utilisation of the old and unserviceable plant and 
machinery alongwith the new ones. 

No rejection was recorded over and above that provided 
in the estimates for both types of ammunition . During the 
years 1976-77 to 1979-80, however, 15.51 unit of type 'A' 
ammunition valued at Rs. 1.99 crores (4.68 unit in 1976-77, 
2.2'3 · units in 1977-78, 3.06 units in 1978-79 and 5.54 units 
jn 1979-80) were sentenced as not up to the standard for issue 
to the Army. Of this, 6.64 units only were issued to foreign 
Governments during 1976-77 to 1978-79. leaving 8.87 ·uajts 
(value : Rs . 1.15 crores) yet to be disposed of (October 1981) . 
Thus, production of substandard type 'A' ammunition continued 
as prior to rehabilitation of plant and machinery. 

The Ordnance Factory Board stated (October 1981 ) that : 

production was based on targets set with reference 
to services' actual requirements for particular 
periods; 

rejection percentages were brought down wherever 
possible and these did no·t cover rejection/failure 
at proof, which led to certain quantities of ammunition: 
being declared substandard by the Inspectorate; 

balance quantity of substandard ammunition (8.87 
uni ts : cost Rs. 1.15 crorcs) was being considered 
for export, fa iling which it would be broken down· 
and disposed of as scrap. 

Sun ming up : 

The project for the augmentation of production· 
capacity'of ammunition types 'A' and 'B' sanctioned 
(ApriJ 1971) at an estima1.ed co~t of Rs. 6.05 crores 
was expected to be completed by August 1974. 
The project was. however. completed in April 1978. 
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The under-utilisation of the capacity in the factory 
varied from 75.58 to 68.85 per ce11t for type 'A' 
and 68.52 to 59.63 per cent for type ' B'. 

8.87 units (value: Rs. 1.15 crores) of substandard 
type 'A' ammumaon rwere lying undisposed of 
(October 1981) . 

20. Purchase of substandard mate1·ial 

In paragraph 8 of the Audit Report (Defence Services) for 
1973-74, it was mentioned tbat out of 123.72 .tonnes of a- parti­
cular ore shipped by a foreign finn 'Y' against a contract concluded 
( Decembel' 1970) by the D irector General, SUpplies and D isposals 
(DGSD) with an Indian firm 'X', 79.90 tonnes (cost : R s. 29 lak:hs) 
were rejected on receipt at factory 'A', but the rejection was 
intimated afte r the stip ulated period of 60 days a fter arrival of 
the ore at Indian port and the rejected quantity was not l'eplaced 
b y the supplier. ' 

The DGSD had concluded two other contracts with fi rm ' X', 
one in April 1970 for 50.5 tonnes (increased to 59.5 Lonnes in 
June J 970) at the rate of US $ 3,402 (Rs. 25,515) per tonne 
and the o ther in September 1970 for 38.25 tonnes (increased to 
46.75 tonnes in November 1970) at the rate of US $ 3,417.3 
(Rs. 25,630) per tonne, for import of ferromoJybdenum (produced 
by foreign firm 'R ') from firm 'Y' . According to these contract<>. 
the material was req uired in Jumps between 10 mm and 25 mm 
but 10 per cem of t. he quantity was acceptable up to 10 mm 
and the molybdenum content in the material was rcqu·i1·cd to be 
m in imum 70 per cent. There was no provision in the contract 
for prior inspection/ analysis by the buyer or his representative 
before shipment of the material. However, the foreign supplier 
was required to furnish the manufacturer's test cc rtificatr. on th ' 
basis of which visual inspection of the material was to be made 
on arrival at Calcutta port by the Director of Inspection (Metal­
lurgical), Burnpur. If the buyer found after receipt that the 
material d id not conform to the specification, he had the right 
to reject the mater ial a nd the seller was to replace the rejected 

J 
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quantity free of cost, within 12 months, provided intimation 
reiarding rejection was given to him within 60 days after arrivaJ 
of the vessel carrying the material at Indian port. · 

. Contract of April 1970.-Against this contract, the first 
consignment of the material in 56 drums arrived at Calcutta port 
on 8th September 1970. However, the manufacturer's test 
certificate was not received alongwith the shipping documents 
and hence visual inspection of the material as per the contract 
was not done, and the inspection note was not released by the 
Director of fnspection . Of the 56 drums. factory 'B' received 
46 drums on 8th October 1970 and I 0 drums on 28th October 
1970. These contained 46.42 tonnes of the material. As the 
railway documents were received at factory 'B ' on 21st October 
and 8th November 1970 and the checking of the receipts and 
documentation thereof was done thereafter, the analysis of the 
material was taken up on 12th November 1970 and completed 
on 28th November 1970 i.e. 2 1 days after the stipulated date 
(7th November 1970) for intimating rejection. On analysis, the 
material was found to be only fi nes against the speci fied lump size 
of 10 mm to 25 mm and the molybdenum content w~s only about 
61 per cen t against 70 per cent minimum specified in the contract. 
The matter was reported to the DGSD on 4th December 1970 
for taking it up with the supplier. 

Another consignment of 7.85 tonnes of the material in 
9 drums, which also arrived without the manufacturer's test 
certificate at Calcutta port on 23rd December 1970, was received 
by factory 'B' on 5th January 1971 (8 drums) and 2nd February 
1971 (1 drum), The rnateiial in 8 drums was analysed during 
28th January to 4th February 1971 and that in the remaining 
1 drum on 19th February 1971. In this cbnsignrnent also, the 
average molybdenum content ranged from 59.67 to 6 1.4 per cent 

against minimum specified percentage of 70. Although tactory 
'B' had completed the analysis within the stipulated period 
(21st February 1971) for intimating rejection, the rejection wru 
intimated to the DGSD only on l 9th March 1971. The Ministry 



6(Defcnce stated ( November 1981) that the entire operation of 
recording. checlciog chemical analysis and physical· inspection 
took much· time and intimation of the result of inspection was, 
t~?r.cfore. delayed. 

Contract o f September 1970.-Thc DGSD increased 
(January. 1971) tJ:ie quantity (46.75 tonnes) on order against this 
contract to 69.5 tonnes. The material (69.31 tonnes) arrived at 
Calcutta port in 3 consignments on 17th February, 15th March 
and 19th June 1971 respectively. Out of the firs t 2 "consign­
ments, 11.35 tonnes of material received by factory 'D ' was found · 
on analysh, (19th May l 971) to be as per specification. While 
factory 'B" conducted the analysis of 33.67 tonnes received by 
i t . out of the first and second consignments on 8t11 April 197 t 
and 3rd M ay 1971 respectively i.e . within 50 days of arrival of 
the material at the po11 , the analysis of 22.32 tonnes received 
against the third consign.ment was done only after 253 days 
(27.th February 1972). Factory 'C' also conducted (30th April' 
J 971) the analysis of 1.97 tonnes received by it from the second 
consignment within 46 clays of receipt a t port. TI1e Ministry stated 
(November 1981) · Lhat the analysis of the third consignment by 
factory 'B' wa delayed as (i) the railway documents were received 
only in July 1971 , (ii) quantitative discrepancies were noticed 
which were taken up with the Embarkation Commandant, and 
(iii} the inspect ion certificate for the material was received from 
the Director of Inspection in February l 972 after protracted 
correspondence. 

The analysi of tbc material clone by factories 'B' and 'C' 
diS:Closed that the m0lybdenum content in the material supplied 
to factor~ ·B· varied from 63.27 to 67.53 per ce11r and that it 
was 64.7:- per cenr in the material supplied to factory 'C' against 
70 per cenr mjnimurn specified. AHhough 57.96 tonnes of the 
material received against the contract by factories 'B' and 'C' 
did not conform to the specification, they did not report the 
rejection to tbe DGSD soon after the analysis results were known 
in April. May 1971 Jnct February 1972: the resu lt of analysis 
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was communicated by the Director General, Ordnance Factories 
(DGOF) to the DGSD in January 1974 (about 2-3 yQrs after 
the analysis). 

According to the contract, 100 per cent f.o.b. cost of the 
material less agency commission at t per cent was to pe paid 
by the 'Chief Accounts Officer (CAO) , India Supply Mission, 
Washington'. to firm 'Y' against shipping documents and manu­
facturer's test certificates showing the compo'lition of the material 
and finat inspection note to be issued by the Director of Inspection 
on receipt of the material in India af~r visual inspection and on 
the authority of manufacturer's test certificates. The Ministry 
of Defence stated (May t 981) that manufacturer's test certificate 
was not received from the supplier alongwith the shipping docu­
ments, nor was the visual inspection carried out by the Director 
of Inspection after arrival of the material at Caleutta poit e~.cept 
on one occasion for 22.32 tonnes. The Ministry added t..liat the 
CAO had made the payments for the supplies based on certificates 
furnished by the supplier (firm 'Y ') and that these certificates 
were considered by the CAO to have been issued by the manu­
factur~r (firm 'R ') because the same person who signed the 
certificates of firm 'Y' did the job for firm 'R' also. 

1 

Of 112.23 tonnes of the material found to be of substandard 
quality, 1.97 tonnes were used by factory 'C' and the balance of 

I 

about 110.26 tonnes (cost : Rs. 38.24 lakhs including customs 
duty and freight charges) was lying at factory 'B' since its receipt 
(1970 and 1971) pending a settlement with the supplier. As the 
material was considered (1976) to be usable with extra quantity 
to make it of required strength, the DGOF requested the DGSD 
(November 1976) to recover Rs. 3.12 lakhs (computed with 
reference to the molybdenum content) as compensation for the 
substandard material. The amount on this count was asc;esscd 
by the DGSD (September 1979) to be Rs. 5.62 lalchs. But a._c;­

the Minis.t;!Y of Law considered (October 1978) the claim to be 
very wea:k due to late intimation of rejection, the DGSD informed 
the .DGOF (October 19.79) that the proposal for recovery of the 
S/2 DADS/ 81-7. 
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compensation from the supplier had been dropped. Out ·91 th~ 
substandard 110.26 tonnes of the material, 63.68 tonnes were' used 
and 46.5~ tonnes were in stock (July 1981). The Ministry of 
Defence stated (May 1981) that although the DGSD intimated 
(May 1977) that the supplier would take back the entire sub­
·standard material after refunding the original cost with freight 
expenses and some reasonable amount for processing charges 
incurred by the factory, it was decided to retain the substaqdard 
material for utilisation in the factories considering the 4-5 times 
increase in the cost of the material and its.. acute scarcity in the: 
country. 

The case reveals the following : 

No _provision was made in the contracts for prior 
inspection by the buyer or its representative. 

Though the material was supplied without manu­
facturer's test certificates, in absence of which visual 
inspection could not be made after its receipt by the 
Direc~or of Inspection (Metallurgical), Bumpur as 
per contract except for 22.32 tonnes, the material WM 

not rejected. 

There was delay in conducting analysis .of the material 
on receipt in the factories and in intimating tht'I 
results to the DGSD ; as the analysis results were 
intimated after the stipulated period of 60 days was 
over, the price difference of Rs. 5.62 lakhs on account 
of 110.26 tonnes of the substandard material co~d 
not be recovered from the supplier. 

2L. Procurement of nylon fabrics 

For manufacture of parachutes at factory 'A', the Director of 
Supplies (Textiles), Bombay placed an order on furn 'M' (Novem­
ber 1976) for supply of 48,131 metres of nylon fabrics (olive 
green) at 0.90 dollar (Rs. 7.92) per metre from its principals in 
cofilitry '"X'. The order stipulated supply of the store on test 

) 
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reports to be issued by an authorised agency of the foreign 
Government and replacement free of cost, if it was found defective 
within 6 months after receipt at factory 'A'. 

Factory 'A' received the store (48,131 metres) in May 1977 
llJld took it~ stock account in August 1977 after it was accepted 
on insp<>.ctlon (July 1977) by_ the Aeronautical Inspection Staff 
(AIS). In October 1977, the factory confirmed to the Director of 
Supplies (Textiles) that the material was received in fult and good 
condition. In January 1978, 2,679.50 metres of the fabrics were 
drawn for -use and cut into panels. The cut panels were, however, 
rejected by the AIS (January 1978) due to weaving flaws -in the 
material. The defects were intimated to the Director of Supplies 
(Textiles) in March 1978. As the Aerial Delivery Research and 
Development Establishment (ADRDE) disapproved (May 1978) 
the use of the store in the manufacture of parachutes, ·and follow­
ing a request made by the Additional Director General, Ordnance 
Factories (November 1978), the Director of Supplies (Textiles) 
115ked firm 'M' (March 1979) to replace the store. Although the 
warranty period was over, the firm agreed (October 1979) to 
replace the defective_ store provided yard-by-yard joint inspection 
was made to determine the quantity to be replaced. 

Mellnwhile, the Director of Supplies (Textiles) placed another 
order (December 1978) on firm 'M' for import of 1,16,900 metres 
o{ nylon btbrics of two specifications (olive green and undyed) 
at 0.875 dollar (Rs. 7.70) per metre from country 'X' for tactocy 
'A'. In pursuance of a suggestion of the ADRDE (May 1978) 
consequent on the rejections against the order of November 1976, 
the stores against this order were to be inspected in country 'X' 
by an Indian inspection team to be nominated by the Chief 
Inspector of Textiles and Clothing (CITC). -During its visit m 
September 1979, the inspection team accepted 1,16.900 metres of 
pylon fabrics against this order and 10,138 metres tendered in 
part replacement of the defective store supplied against the order 
of November 1976. Of these quantities, 1,12,533 metres out of 
1,16,900 metres and 9,094 metres out of 10,138 metres were 
:accepted (January 1980) by factory 'A' on receipt, 2,387 metres 

I 



(l ,343 .metres against the order of December 1978 and 1,044 
metres against the replaced quantity) valuing Rs. 0.19 lakh were 
rejected as these were damaged during customs che.ck at Calcutta 
port, ::ind 3,024 metres. (against the order of De,cember 1978) 
valuing Rs. 0.23 lakh were found short. The ac~pt.ed stores. 
were under use in the factory and no defects in them were reported 
(M.a.rcb 1981). 

. Al_though firm 'M' agreed in October 1979 to replace the 
defective nylon fabrics supplied against the order of November 
1 ~76, it Later intimated. (April 1980) the Director of Supplies 
(fd.xtiles) that it had no contractual obligation to replace the 
defective store, th.at as a matter of goodwill it had supplied earlier 
10, 138 metres of the store (September 1979) free of cost in part 
repla.rement, and that. in view of the increase in prices of raw 
mateda.Js, difference in. cost of further replacements of the store, 
which would be found defective in the joint inspection, should be 
paid for. [n October 1980 in a joint inspection by the CITC, 
the Inspector of General Stores and firm 'M ', 44,197.50 melreS 
of nylon fabrics out of 48, 131 metres supplied initially against 
the order were reinspected (out of the balance, 2.679.50 metres 
were cut into panels before reinspection and 1,254.00 metres were 
transferred to another factory for alternate use) l\D.d were found 
un.acccptable due to ex.cessive weaving flaws. Although this was 
intimated to the Director of Supplies (Textiles) in November 1980, 
further replacement in addition to what was made earlier (10,138 
metres) was not received from the firm (July 1981). The Ministry 
of Defence stated (November 1981) that the Director General, 
Supplies nnd Disposals was making effor ts for replacement of the 
rejecte.d store. 

The case reveals the following : 

Tbe nylon fabrics ( 48, 131 metres) were not inspected 
properly on receipt (May 1977) ; 2,679 .50 metres of 
the store (cost : Rs. 0.21 lakh) were cut into panels 
(January 1978) before reinspection and rejected due 
-to weaving flaws in the store, 1,254 metres (cost : 
Rs. 0.10 lakti) were transferred to another factory for 

-
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alternate use and 44,197.50 metres (cost : Rs. 3.50 
Iakhs) were finally rejected in a joint ins~tion 
(October 1980) for replacement by the firm. 

Although the firm bad supplied (September 1979) 
10,138 metres of the store in part replacement of 
44, 197 .50 metres rejected, 34,059 .50 metres of the 
rejected quantity (value : Rs. 2.70 lakhs in foreign 
exchange) had not been replaced and were lying in 
the factory since May 1977. 

22. Losses during transit 

In the following ~ases Government incurred losses (about 
·:Rs. 11.23 1akhs) in the procurement of stores for the ordnance 
factories due to inadequate packing or bad handling during ,. 
transit ~ 

( i) Testing equipment.- Against an order of November 1973 
on an Indian firm 'X', an imported testing equipment (cost : 
Rs. 2.30 lakhs) was received (January 1975) at factory 'A' with 
packing intact. As per the order, when fi rm 'X' undertook com­
missioning of the equipment (May 1975), some of its parts were 
foilnd badly damaged. Though according to the order, the 
equipment was to be securely packed to avoid damage during 
transit and the supplier was responsible for all losses and damages 
caused or o~asioned by any defect in packing, firm 'X ' stated' 
(July 1975) that since the equipment was supplied on f.o.b. basis,' 
neither the firm nor its principals had any responsibility for the' 
damage. The Ordnance Factory Board (OFB) stated (Septem­
ber 1981) that the responsibility of the firm had ceased after the 
equipment was inspected by the Supply Mission, London and 
boarded at the port of shipment. 

·Although firm 'X' had disowned liability for the damage, the 
firm's principals later replaced (February 1976) one of the 
damaged parts free of cost as a gesture of goodwill. But the 
freight charges (Rs. 0.04 lakh) were met by factory 'A' . Factory 
'A' could not undertake .the manufacture of other parts for want 
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of specifications and drawings of components. When firm 'X' 
again took up the commissioning of the equipment (April 1976), 
some more internal damages were noticed. These could not he 
rectified locally, and hence, at the instance of firm 'X' and its 
principals, thd equipment was returned (January 1978) to the 
supplier for repai r at the factory's cost, after obtaining clearance 
from the Director General Technical Development and the Chief 
Controller of Imports. and Exports (January and June 1977). 
The equipment duly r::-paircd was received back in July 197Q 
and commissioned in August 1979·. The total cost of repair of 
the equipment (including the cost of transportation) was Rs. 1.07 
Iakhs. The OFB stated (September 1981) that it was not 
possible to assess the actual cause of damage since the equipment 
was received in good packing condition . 

. (ii) Presses.-Two presses (cost : Rs. 9.04 lakhs) supplied 
by a foreign firm 'Y' against a contract concluded by a Supply 
M issbn abroad (May 1971) were received at Calcutta port (Marcb 
1974) and were despatched (March 1974) by the Embarkation 
Headquarters to factory 'B' in two. separate railway wagons. 
Factory 'B' received one of the presses in May 1974, but the 
other only in April 1975 (without ifs original packing) in a burnt 
condition in a transhipped wagon as the original wagon was 
involved in a fi re accident on the way. An open delivery of the 
press taken from the railways rev,ealed (July 1975) that various 
parts were damaged. The Ministry of Railways finally rejectoo 
the claim (luly 1979) stating that the press was not properly 
packed and loaded, and that because of no-end "packing provided 
to the feet of the press, one of its feet came in contact with the 
wheel flange (after penetrating the floor of tbe wagon) and this 
caused a fire to the wagon arid ultimate damage to the press. 
~Iowever, responsibility for the improper loading was not fixed, 
nor was any claim made against the supplier for faulty packing. 
The OFB stated (July 1981) that both presses were 
received at Calcutta p ort in their original packed condition 
and that since one of them reached destination in safe 
condition in a different wagon, the contention of the Ministry of 
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Railways was not tenable. The OFB added that since the press 
was supp~ied on f.o.b. basis, the supplier would not have accepted 
any claim for non-compliance of packing conditions. 

The total cost of the defective press was Rs. 7.36 lakhs 
(includio.g duties and freight cha-rges). As it was very badly 
damaged, it could not be put to ·any use at factory 'B~ While 
the Ministry of Defence had advised the OFB to regularise the 
loss invol,ved (July 1979), the loss statement was yet to be 
finalised (July 1981). 

' 
(iii) Measuring equipment.-Factory 'A' received (July 

1975) an imported measuring equipment and its acce~sories 
(cost : Rs. 0.92 lakh) against an order of September 1974 on 
an .Indian film 'Z'. Although the packing list indicating the 
particulars of the order and the stores. was to be S:!nt alongwitn 
the packages oontaining the equipment, the factory :received the 
packing list from the supplier only in October 1975 through the 
Direct01' General, Ordnance Factories. When the packages 
were opened (December 1975), it was found during inspection 
th~t the equipment and some of its · accessories were completely . 
rust,ed. After a joint inspection by firm 'K' {the l'n<;lian agent 
of the manufacturer) and factory 'A' (April 1976), firm 'K' 
stated (April 1976) that the equipment being very rusty requil'ed 
major repair at the manufacturer's works. Firm 'K' added 
(April 1976) that since the equipment left the manufacturer's 
wo1·ks in good condition in sea-worthy export packing, it was 

~ exposed to humidity only during transportation, which caused 
the damage and that, therefore, the cost of its repair and trans­
portation to manufacturer's works would have to be borne by 
the factory. Firm 'Z' also reiterated the same (May 1976). 
As the Ministry of Law opined (October 1976) that there was 
no evidence to prove that the packing was inadequate when 
the . equipment was put on board, it was decided (November 
1976) to get the equipment repaired at the facto1y's cost and 
to regularise the loss after proper investigation of the circum...: 
stances leading to the damages. Accordingly, the equipment was · 
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airlifted (November 1977) at a cost of Rs. 2,437 for its ·repair 
at manufacturer's works. However, the manufacturer intimated 
(January 1978) after inspection that the equipment and · its 
accessories were damaged beyond .repairs and that it should be 
replaced by a new one. New equipment (cost : R s. 1.09 lakbs) 
was, therefore, procured from firm 'K' (October 1980) and Com­
missioned (March 1981). The loss (Rs. 1.11 la:kbs) involved 
in the airlift of the old equipment and ·in the purchase of the 
new one in lieu was yet to be regularised (July 1981). 

(iv) Inspection equipment.- Against an order of June 1972 
on a foreign firm 'M' for the supply of 3 different types of 
perthograph (an inspection equipment manufactured by firm 'N') 
at a total cost of DM 9,590 (Rs. 21 ,673), only one pertbograpb 
was received at factory 'A' in June 1973. Although non-receipt 
of the other two perthographs was noticed in November 197~ , 

this was taken up with firm 'M' only in May 1974. The firm, 
however, replied ·(June 1974) that in its offer it bad wrongly 
shown the price of the three equipment as DM 9,590 while 
actually the price of each equipment was DM 9,590 and that 
if the factory required the other two, it could submit a fresh 
offer asi the earlier offer was no longer valid. No further order 
W3$, however, placed. 

. The equipment received in June 1973 was stored in an air­
conditioned room before commissioning. Factory 'A' took u.p 
its commissioning only in July 1974. In August 1974, the 
factory intimated firm 'M' that some of the internal parts· of 
the equipment were not functioning properly as these were rusty. 
Firm 'M', however, stated (September 1974) that the rust might 
have been caused due to condensation as a result of fluctuating 
~emperature during the period of transit and storage in the 
factory since its delivery (February /March 1973) and that firm 1.. ~ 

'K' (the Indian agent of the manufacturer- firm 'N') had been ..... 
asked to inspect the equipment. After inspection, firm 'K'. how-
ever, stated (February 1975) that the damage to the· equipment 
was caused by its exposure to humidity ; firm 'K' also later 
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a'dded (February 1976) that normally ins~ction equipm.ent sold 
to tropical countries was being supplied by firm 'N' in special 
tropicalised construction, that in this case the equipment was 
sold to firm 'M' and that firm 'N' was not aware that this equip­
ment would be consigned to India. The OFB stated (September 
1981) that as the equipment was meant for use in the air-condi­
tioned tool room, the same without tropicalisation was ordered 
to avoid extra foreign exchange expenditure at 15 per cent of 
the cost (Rs. 0.03 lakh). 

As it was not possible to repair the equipment locally, it was 
se!lt (October 1977) by air to firm 'N' and an order for the 
repair was placed on firm 'K' (Febmary 1979). The equipment 
duly repaired was received back by factory 'A' in March 1980 
and commissioned in May 1980. The total cost of repairs, 
freight .charges and other incidental expenses were yet to be 
assessed (July 1981). However, while the original cost of the 
equipment was only Rs. 0.22 lakh, the cost of its repair as per 
the order· of February 1979 on firm 'K' was Rs. 0.88 lakh. 
Besides, an amount of Rs. 0.81 lakh was paid as customs duty 
for the repaired equipment. 

fn. the above 4 cases of losses, no responsibility was fixed . 
The Ministry of Defence stated (October 1981) that there was no 
clear-cut system of holding investigation and fixing responsibility 
when any material or equipment is received either discrepant or 
in damaged condition and that suitable instructions in this regard' 
were being issued to the Ordnance Factories. 

23. Unsatisfactory execution of a contract 

For sale of 1,800 tonnes of steel briquettes on a running 
contract for six months, factory 'A' invited tenders in March 
1977 and concluded a contract (9th August 1977) valid till 
8th February 1978 with firm 'X' at the highest bid at Rs. 576.76 
per tonne plus sales tax at 4 per cent. As per contract, firm •x• 
was to lift the steel briquettes in instalments at a monthly rate 
of. 300 tonnes commencing from August 1977 and to pay the sale 
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value for 150 tonnes at a time one week in advance of removal 
of the goods as per the time schedule. As firm 'X' was unable 
to furnish security deposit (Rs. 1.04 lakhs) against the contract 
and ~nstead agreed to render bank guarantee, factory 'A' intimat­
ed to the firm (9th August 1977) that the acceptance of bank 
guarantee was under consideration, that the earnest money 
(Rs. 0.52 lakh) would be converted into security deposit and 
held as such until the question of acceptance of bank guarantee 
was settled and that in the meantime, the firm could lift the goods 
of 2 months' quota ( 600 tonnes) after making advance payments. 
O.n 7th October 1977, factory 'A' asked firm 'X' to furrush banlc 
guarantee for the balance amount (Rs. 0.52 Jakh ) of security 
deposit within 10 days; in spite of several reminders the firm 
did not furnish the bank guarantee. 

Firm 'X' paid advance 'for 150 tonnes in August 1977, but 
lifted the goods during September 1977 (53.19 tonnes), 
October 1977 (88.55 tonnes ) and December 1977 (8.26 tonnes). 
Against the advance paid fbr the second instalment of 150 
tonnes only in November 1977, 146.39 tonnes _~re rem~~ed 
during December 1977. Thus, while 1,500 tonnes o'f. the goods 
were to be paid for and lifted till December 1977, only 300 
tonnes were paid for out of which 296.39 tonnes were actually 
lifted during the period. The firm stated (November 1977 and. 
January 1978) that the goods could not be lifted due to "un­
precedented slump in the steel market" and closure of a firm to 
which these goods were being supplied. 

In spite of the failure of firm 'X' to furnish the required hank 
guarantee for the balance amount (Rs. 0.52 lakb) of security 
deposit and to pay for and lift the steel briquettes in accordance 
with the terms and conditions of the contract, factory 'A' did 
not reduce the contracted quatitity, nor did it cancel the contract 
after serving pertormance notice as per the contract. The 
Ordnance Factory Board (OFB) stated (August 1981) that due 
to huge ~ccumulation of goods in- the shop and the delay in 

' 
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.finalisation and execution of a new contract for its disposal, 
factory 'A' considered it more prudent to pursue the contr~t 
with. firm 'X' especially since the firm had attributed the delay 
in execution of the contract to unexpected closure of . the 
firm to which the goo.ds would have to be sold again. 

Arisings being at the r.ate of l ?O tonnes p er month and 
contracted quanuty not having been lifted by firm 'X', the goods 
started accumulating on the shop floor. Factory 'A' invited 
fresh tenders (November 1977) for sale of 1,000 tonnes and 
concluded additional contracts (December 1977) with firms 'Y' 
and 'Z' (500 tonnes to each) at lower rates of Rs. 565 and 
Rs. 560 per tonne respectively in,volving a· loss of about Rs. 0.14 
lakh. Thereafter, factory 'A' intimated to firm 'X' (4th January 
197S) that the bank guarantee for the security deposit against 
the contract of August 1977 should be furnished immediately 
and that the balance 1,500 tonnes should be "paid for and lifted 
before the expiry of the contract on 8th Fe.bruary 1978, failing 
which action would be taken as per the contract to sell the goods 
at the risk and cost of the firm. However, in reply the firm 
sought an extension of six months to lift the goods. The :firm 
also lifted 150 tonnes of the goods during January and February 
1978 for which advance payment was made in January 1978.. 
~· factory accepted an advance for another 150 tonnes from 

· the firm on 6th February 19:]8 and allowed it to li'ft the goods 
till 13th March 1978 without any reservations. No reply was 
sent to firm 'X' in regard to its request for extension beyond 
8.th February 1978. The contract was, thus, kePt alive even 
aft& the contract · period was over. The OFB stated (August 
1981.) that out of I 50 tonnes paid for in F ebruary 1978 firm 'X~ 
had actually lifted 130.06 tonnes by 8th February 1978, that 
the :fu:m was allowed to lift the balance (19.94 tonnes) after 
the contract period due to failure of the weighbridge and labour 
unrest in the factory and that such permission could not be 
taken as automatic extension to the contract. 



100 

As due to the sales (December 1977) of 1,000 tonnes of 
steel briquettes to firms 'Y' and 'Z' (lifted in March and April 
1978), the stock of the goods became inadequate for issue to. 
1irm 'X', factory 'A' suggested to the Director General, Ordnance 
Factories (DGOF) on 20th March 1978 that the co~tract wit.b. 
firm 'X' could be short-closed at the quantity lifted ( 600 tonnes) 
and sought his advice regarding recovery from the firm of the loss 
sustained (Rs. 0.14 lakh). The Ministry of Law, to. which the 
case was referred by the DGOF (1st April 1978), however, 
stated (4th April 1978) that since the contl'!lct had been kept 
alive by conduct of the parties, a performance notice was neces­
sary before its cancellation. Accordingly, the DGOF instructed 
(April .1978) factory 'A' to serve performance notice on firm 'X '. 
But the case remained under correspondence between factory 'A' 
and the DGOF till F ebruary 1979. Finally on the advice 
(February l 979) of the DGOF, firm 'X' was offered (April 
1979) the balance_ 1,200 tonnes of steel briquettes agai.ns.t the 
contract at an enhanced price of Rs. 1,782 per tonne prevailing 
at the time. On 2nd May 1979, finn 'X' refused to accept the 
enhanced rate as it considered that the contract was still alive 
and intimated that it was willing to take delivery of the goods 
immediately at the contracted rate. Nevertheless, factory 'A' 
cancelled (December 1979) the contract at the firm's risk and 
cost after a short-closure notice was served on it (May 1979). 
Later on being approached by firm 'X' (February 1980)_, the 
Ministry of Defence examined the· case de novo and sine~ in · 
the opinion of the Ministry of Law, the contract was kept alive 
by conduct of the parties and hence the firm could not be 
legally prevented from taking delivery of the balance quantity at 
the contract rate, it approved (December 1980) release of 1 ,~09 
tonnes of steel briquettes to firm 'X' at Rs. 725 per tonne, the 

rate agreed to by the firm (May 1980) on persuasion. The 

contract was accordingly modified (December 1980) and firm 'X' 

lifted the entire quantity during December 1980. The OFB 

stated (Au.~st 1981) that since the sale had to be made at tbe 

J 
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negotiate<! rate in unavoid.able circumsta nces, the loss involved 
was only notional and that the loss should be comp~ted on the 
basis of market rate · prevailing in 1978 when the breach of con­
tract llad actually occurred. This contention is not tenable since 
by not cancelling the contract with firm 'X' at the time of breach 
in February 1978, 1,200 tonnes of steel briquettes had to be 
delivered (December 1980) to fi rm 'X' at a lower rate of Rs. 725 
per tonne when the prevailing market rate was Rs. 1,971.25 per 
tonne, entailing a loss of Rs. 15.55 lakhs (including sales tax) . 

The case reveals the following : 

Though as per the contract, firm 'X' was to pay for 
and remove 1,800 tonnes o'f steel briquettes by 
8 th February 1978 at 300 tonnes per month from 
August 1977, it actually paid for only 600 · tonnes 
during the period and lifted the .said quantity till 
13th March 1978. It also djd not pay a part 
(Rs. 0.52 lakh) of the secw:itv' devosi( during the 
pendency of the contract. 

Although firm 'X ' did not comply with the terms 
and conditions of the contract, the contracted 
quantity w.as not reduced, nor was the contract can­
celled at the time of breach of contract (February 
1978) after ser;ving performance notice. 

As the contract with firm 'X' was kept alive by 
"conduct of the parties" even after the contract 
period had expired (8th February 1978) , factory ·'A' 
ha~ to supply to fi rm 'X ' in December 1980, 1,200 
tonnes of tbe unlifted steel briquettes against the 
contract ;at Rs . 725 per tonne against the prevailing 
market rate (Rs. 1,971.25 per tonne) involving a 
loss of Rs. 15.55 lakhs. 
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24. Non-recovery of advance paid to indigenou~ finns 

· A. The Department of IRfence Suppliys (DDS) placed an 
order on firm 'X' in December 1971 for supply to factory 'A' 
·of 15,0GO numbers of a forging at Rs. 1,510 each (total cost : 
Rs. 226.50 1akhs) subject to es~alation of cost of material and 
wages. The forgings were to be supplied at the rate of 1,500 
numbers during 1972-73, 3,600 numbers during each qf 3 years 
f973-7 4 to 197 5-7 6 and the balance ( 2, 700 numbers) during 
1976-77. The order provided that tooling charges (Rs. 10.18 
Iakhs) would be paid to firm 'X', that' no separate tooling charges 
would be payable if any further orders for the forgings ·.were 
placed and that if the firm failed to supply the first lot of 1,500 
forgings .against the order as per ·schedule or to the required 
specification, the amount should be refunded without any delay. 

A'.fter advance samples were submitted by firm 'X' (February 
1973) ·and approved (May 1973), the delivery schedule of the 
forgings was revised (June 1973) according to . which 5, l 00, 
3,600, 3,~00 and 2,700 numbers wer.e to be supplied during 
·1973-74, 1974-75, 1975-76 and 1976-77 respectively . . It was 
also stipulated (June 1973) that in case bulk supplies were not 
effected according to the schedule, Government could recover 
liquidated damages from the firm and that if required by Gov­
ernment, the firm should make• further supplies of any quantity 
up to 21,000 numbers at the same rate of Rs. 1,510 each and 
thereafter, up to 36,000 numbers (cost not specified) . 

As per the order, tooling charges of Rs. 1 0 .18 lakbs were 
paid to firm 'X' during Ngvember 1973 to April 1974 and 
against bank guarantee, 'on account' payments aggregating 
'Rs. 67.95 Iakbs (30 per cent of the value of the order) were 
made (November 1973 to July 1975) for purchase of raw 
materials. However, the firm completed supply o'.f first 1,500 
numbers of the forging only in March 1974 a~ against August 
1973 as per revised delivery schedule. The firm supplied in 
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all 9,757 numbers till September 1978 and 66 numbers there­
after in July 1979 thougli supplies of the ordered quantity 
(15,000 numbers) were to be completed by 1976-77. Of the 
suppli~s made, 645 numbers were rejected. The firm bad attri­
buted (April 1974, July 1978 and March 1979) the short supply 
of'the balance 5,177 forgings ·to fuel shortage, power cut, labour 
unrest, paucity of raw materi.al, shortage of working capital, 
break-down of equipment, etc. Meanwhile, the contracted rate 
df the forgings was increased from Rs. 1,510.00 to Rs. 1,763.35 
eacli (February 1976) for the quantity supplied beyond 7,511 
numbers'. The firm did not make any further supply df the 
forgings after July 1979 and the DDS stated (September 1981) 
that the firm b.ad assured supply from October 1981. However, 
2,400 forgings were appro.ved for import during February 1980 
to March 1981 at DM 5.76 lakhs ·(Rs. 24.46 lakhs) . 

Although the firm failed to complete supply of first ·1,500 
numbers of the forging as per revised delivery schedule and also 
failed to complete supplies of the ordered quantity within the 
specified period, the amounts paid for tooling charges (Rs. 10.18 
lakhs) and for procurement of r,aw materials (Rs. 67.95 lakhs) 
were not recovered as per terms of the order . From the bills 
submitted by the firm for the supplies made, Rs. 43.17 lakbs 
only could be adjusted out of the advance of Rs. 67.95 lakhs, 
leaving a balance of Rs. 24.78 lakbs to be recovered. No 
interest Oil: the unrecovered advance for procurement of raw 
material had also been realised from the firm. The :t-.1inistry of 
Defence stated (October 1981) that so far only one firm had 
successfully developed the said forging in the country and that 
concessions to firm 'X' were necessary for its development in order 
to establish a second indigenous source of supply. It was also 
sti;ityd. that: the DDS was being requested to consider the desira­
bility of recovering the 'balance amount of advance (Rs. 24.78 
lakhs) 'from the firm and to give interest bearing advance in 
lieu, if the firm still needed financial help. 
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B. Similarly, in November and December 1974, factory 'A' 
placed dt;velopment orders on firm 'Y' for supply of three com­
ponent.~ for Shaktilmln and Nissan vehicles as follows : 

Date , ,f C ompo nent Quantity Rate per D elivr ry 
placing d ordered set schedule 
th~ Or<k 1 · in sets 

Rs. 

23rd N ov, m- H yd ra ulic brake assem- 3,000 475 .00 By Novcm-
IA:r 1974 bly for Sha ktiman l>er 1978 

vehicles. 

23rd Nov.-m- Air brake system for 3,000 4,365.00 By M arch 
bcr 1974 Shaktiman vehicles. J977 

4th The.cm- Hydraulic brake equip- 3,000 J ,680.00 By March 
bcr 1974 ment for Nissan (with l:ira ke 1977 

vehicles. drum) 
J,280 .00 

(witho ut 
b?ake drum) 

A sum of Rs. 18.91 lakhs was paid to firm 'Y' (February 1977) 
as advance against the three orders, which was to be recovered 
-proportionately, with interest at 12 per cent per annum, 
against supply of the components. Although supplies of the 
component., were to be completed by November 1978, the firm 
supplied only 844 sets of hydraulic brake equipment for Nissan 
vehicles and 1,346 sets of hydraulic brake assembly for Shakti­
man vehicles during April 1976 to August 1978; thereafter, only 
110 sets of the former and 2 7 5 sets of the latter were supplied 
till July 1981 . Against the otbe.r order for air brake system of 
Shaktim.an vehfoles, fresh samples were submitted in September 
1980 after the samples of August 1978 were initially rejected 
and these were awaiting performance trials (January 1981 ) . The 
Ordnance Factory Board (OFB) stated (September 1981) that 
dnc to certain technical problems, the supply rates of hydraulic 
bfake a58Cmblies for Sba.ktimaa and Nissan vehicles were not 
picking up and that since the firm had failed to de,velop the air 
bra"kc ~;ystem for Shaktiman vehicles. cancellation of the order 
wa<; nnder consideration. 

• 
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Meanwhile, though firm 'Y' failed to adhere to the delivery 
schedule, price increases of Rs. 20, Rs. 525 and Rs .. 150 per set 
r~pectively of hydr;1ulic brake assembly (1,479 sets) and air 
brake system (3,000 sets) for Shaktiman vehicles and hydraulic 
brake equipment (2,156 sets) for Nissan vehicles were allowed 
in October 1980 though prices were firm and fixed for 1,500 sets 
out of 3,000 ordered for each of them and only the balance 
l ,500 sets were subject to price escalation. The priee increases 
aUowed on addition.al sets beyond 1,500 sets (1,500 sets of air 
brake system for Shaktiman and 656 sets of hydraulic brake 
equipment for Nissan) would involve an extra expenditure of 
R-;. 8.86 lakhs. Factory 'A' stated (March 1981) that the price 
increases were allowed as the cost of raw material bad gone up. 
Out of Rs. 18.91 lak.bs paid (February 1977) as advance to 
firm 'Y'. only Rs. 1.93 lakhs were recovered against the bills 
for the supplies of the components. The Ministry of Defence 
stated (October 1981) that the OFB was being instructed to 
recover immediately from the firm the amount of advance and 
interest thereon in respect of the order for air brake system for 
Shak.timan (Rs. 12.80 lakbs) since the firm had fa iled to develop 
the item 

S wruni.ng up.-Tbe following main points emerge : 

Out of. an advance of Rs. 67 .95 lakbs paid to 
furn 'X ' for supply of 15,000 numbers of forging, 
only Rs. 43 .17 lakhs could be recovered from the 
firm, though the firm failed to complete the supplies 
against the ordered quantity (October 1981). 

Out of an advance of Rs. J 8.91 lakbs paid to 
firm 'Y' for supply of 3 components for Sbaktiman· 
and Nissan vehicles, only Rs. 1.93 lakhs could be 
recove red, though the firm fa iled to complete the 
supplies (October 1981 ). · 

As per the order placed on firm 'Y', o nly 1,500 sets 
of each of the tlue~ components wc1'c subject t() 

S.12 JJADS/ 81- '. 
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price escalation clause. However, price increases 
were allowed on additional sets beyond 1,500 setc; 
(1,500 sets Q'f ;air brake system for Shaktiman and 
656 sets of hydraulic brake equipment for Nissan) 
invol,ving an extra expenditure of Rs. 8.86 lakhs. 

25. Heavy accumulation of steel items in a factory 

ln a factory, the stock of steel ingots produced by the factory 
itself or procured from outside sources for its outtu rn products 
was 7,374 tonnes (cost : Rs. 1.23.14 lakhs) at the encl of Marcb 
1979. Of Lhis, about 5,475 tonnes (cost : Rs. 90.26 la.khs) 
accumulated gradua lly sinee 1943/ 1944 were surplus to require­
ments. Thes;! surplu ~ ingots comprised abou t 100 different 
specifications and were stacked in "inaccessible" places all over 
the factory. The G.!ncral Manager of the factory ·tmed (July 
1979) that these could not be used against service orders because 
these were "off cast" or sufficient orders were not available for 
them. 

During 1976-77, ii' Task Force was set up to analyse the 
surplus steel ingots for exploring the possibility o( their utilisation. 
The Task Force took drillings from 1,469 ingots (2 ,225 tonnes) 
during 9 months and got them analyse_d . However, the factory 
suggested to thi:! Ordnance Factory Board (OFB) in July 1979 
that a ll such ingots could be rolled into blooms and billets and 
then t11ose having specifications as per existing o rders could be 
utilised. and the others sold out through the Director General , 
Supplies and Disposais (DGSm. Lat~r, th:.' factory stated to 
the OFB (September 1979) that the possibility of utilisation of 
the ingots for st:rvicc orders was remote and that it might not 
be possible to d ispose of the blooms and bilJets (to be rolled 
from the ingots) as It was not known what price the lots would 
fetch.· The factory, therefore, suggested (September 1979) 
utilisation of the ingots as heavy steel melting scrap, after 
rolling them into blooms. in the 15-ton electric arc furnace under 
commissioning and adued that the cost of rolling would be about 
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Rs. 406 per tonne as against the cost of . Rs. 1,500 per tonne at 
which heavy steel melting scrap was procured from the r!\ilways 
during 1978-79. While no decision was communicated in regard 

I -
to the use of the mgots as scrap, the OFB asked the factory 
(February 1980) to immediately issue tenders for the ·ale of 
200 tonnes of accumulated ingots and to consider rolling (in the 
factory) of 500 toMes of such ingots to 4 inch square billets 
for sale by open, tenders. It would be relevant to mention in 
this 1 c0nnection that the OFB was aware that 79.79 tonnes of 
1 inch dia steel rods rolled out of 100 tonnes of steel ingots in 
1973 a:t a cost of Rs. 1.17 l akh~ could not be sold due to poor 
response from trade and out of them, 30.19 tonnes were lyi.Dg 
in stock at the end of June 1981 after 49.60 tonnes were trans-­
ferre<l to other factories. Action to sell the ingots as directed 
by the OFB was yet to be taken (February 1981). Meanwhile, 
the 15-ton electric arc furnace (cost : Rs. 253.89 Ja:khs) was 
commissioned in December 1980, but pending a decision from 
the OFB the surplus ingots were yet to be used as scrap (July 
198 l). The Ministry of Defence stated (August 1981) that out 
of 5,475 tonnes of surplus ir;igots, 630 tonnes had been utilised 
leaving a balance of 4.845 tonnes (cost : Rs. 79.87 lakhs) and 
th~t action to sell 200 tonnes as per OFB's directive of F ebruary 
1980 was nearing finalisation. 

Besides the ~led ingots, the factory had at the end of March 
1977 a surplus stock of 1,777.495 tonnes (cost: Rs. 26.50 
lakhs) of steel blooms, billets, etc. which were declared urplus 
for djsposaJ during MRy 1975 find January 1977. These were 
manufactured during 1944 to 1966 against various outtum 
orders, but became surplus either due to excess manufacture, 
change in specification or due to short-<losure and cancellation 
of orders. OE these surplus stores, 774.463 tonnes (cost : 
Rs . 15.73 la.k.bs) were disposed of in July 1977 through the 
DGSD at R s. 8.51 lakbs involving a loss of R s. 7.22 lakhs with 
reference to the book value of the stores. The remaining surplus 
quantity (l ,003.032 tonnes valuing Rs. 10.77 lakhs) was yet to 
be disposed of (May 1981). 
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As the factory could neither use the surpluses nor dispose 
t.Qem of, the stock of 5,848 tonnes of surplus ingots, blooms and 
billets bad been held in the factory (May 1981) locking up 
Rs. 90.64 lakbs for years together. 

26. Manufacture of a gun and a rifte in a factory for civil trade 

An ordnance factory took up production of a gun for civil 
trade in 1956. Out of 95 guns produced by · it, only 84 guns 
were soJd and l was presented by the Ministry of Defence to an 
educational institute till the end of 1961-62. On proclamati.on 
of emergency in 1962, the manufactur'e of the gun was suspended. 
Of the balance 10 guns ·produced by the facto1y , 9 could be 
$Old till 1975-76 and the balance 1 was in stock of the factory 
(August 198 1) after being exhibited in an intemation;\l fair 
(1961). 

Although the ~ale of the gun in the civil markf;t was not 
very encouraging, the Director General, Ordnance Factories 
(DGOF) issued orders in February 1973 for re-commencement 
of production io order to meet anticipated civil requirements and 
to use tools, gauges. semis, etc. left over after suspension of 
manufacture in 1962. Accordingly, the factory took up produc­
tion of another 400 guns in May 1973 and produced 78 guns 
during 1974-75 (6) and 1975-76 (72). However, in October 
1976 further production was suspended due to poor off-take in 
the civil market, the sale price of the guu (Rs. 1,000 each at 
wholesale rate) being much more than the market p1icc (Rs. 700 
to Rs. 800 per gun). The factory intima~ed the DGOF (October 
1976) that because of limited· quantity being pro~ucecl , a lot of 
general engineering work was being done on the gun which was 
pushing up its cost and that unless mass production techniques 
were adopted, the cost of the gun could not be reduced. In 
April 1977, it was decided with the approval of the DGOF to 
liquidate the semis in the pipeline and to suspend production 
thCTcafter till adequate demand for the gun developed. Accord­
ingly, 10 guns were producecl (by using a part of the semis) 
during 1977-78 . 
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The total cost of production of the 88 guns produced by 
the factory during 1974-75 to 1977-78 was Rs. 0.76 Jakh. Out 
of these, only 40 guns could be sold by the factory till October 
1979 to di.fferent dealers leaving a balance of 48 guns. During 
this period the factory, however, incurred an expenditure of 
Rs. 5.87 lakhs towards manufacture of tools and gauges, which 
was not commensurate with the outtum achieved. The Ministry 
stated (August 1981) that to o~ercome the poor ejection of the 
cartridges from the gun , designs of some of the components were 
changed necessitating fresh. manufacture of tools and gauges to 
estc1b~b regular manufacture of the components. 

The Minisfry had also stated (November 1979) that the guns 
produced by the factory were not released in the market, as it 
would not have been possible to meet the likely dema.Ilds from 
the dealers with a small quantity of the guns produced, and that 
almost all the semis, etc. lying at the factory would be consumed 
in building up a stock of 450 guns for sale. This does not, 
however, conform to the facts on record which show that the 
.DGOF was aware (1976 and 1977) of the poor off-take of tl1e 
gun in the civil trade due to higher costs and the consequent lack 
of demand. The factory Md not re-commenced production of the 
guns (March 1981) and was holding at the end of 1980-81 a 
stock ~ 39 guns (Rs. 0.34 lakh) out of those produced till 
1977-78 as also tools and gauges, semis, etc. valued at Rs. 9 .41 
lakbs. The Min.istry stated (August 19·81) that further 12 guns 
were under issue and that efforts were being made for 'disposal 
of the remaining 27 guns by issue to Government Departments 
and ordnance factory personnel. The Ministry added that 
assembly of another 12 guns was proceeding, that the guns would 
be sold to the arms and ammunition dealers when sizeable stock 
was built up from the semis available and that efforts would be 
made to utilise the semis and the tools and gauges which would 
remain in serviceable condition after assembly of 450 guns in 
the. production. 

In the same factory, after 635 numbers of a particular rifle 
were produced (November 1971 to April 1976) for civil trade, 
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further manufacture was discontinued in May 1976 due to poor 
demand for the same from tbe arms dealers. However, even 
after suspension of manufacture the factory incurred an expendi­
ture of Rs. 1.24 Iakhs towards manufacture of tools and gauges 
for these rifles during 1977-78 and was holding 17 numbers of 
rifles (cost : Rs. 0 .19 lakh), tools and gauges (Rs. 3.79 lakhs), 
semis and surplus stores (Rs. 1.60 lakhs) totalling R<>'. 5.58 lakhs 
at the end of March· 1981. 

lb above cases show tha1 the initial introduction of manu­
facture of the jtcms and subsequent re-introductior\ of manu­
facture after suspension was not taken up aft-;:1' a · proper study 
of market demands, which resulted, among other things. in 
locking up of funds in semis and in tools :uid gauges (total 
amount :i Rs. 15.33 lakhs). 

27. Procurement of stores 

In paragraph 17 of the Audit Report (Defence Services) for 
1978-79, the delay in processing the demands of a factory for 
procurement of magnesium alloy billets for production of a 
component for an ammunition (types 'X' and 'Y') and consequent 
airlifting of the billets during July to November 1978 at an 
extra cost of Rs. 15.85 Jakhs (as compared to the sea fteight) 
were mentioned. Two more cases are mentioned below : 

(A) Magnesium. alloy rods of imported origin were required 
by the same factory in the production of shots for proof test a{ 

the same ammunition 'X' and 'Y' and for proofin_g_ the ordnance 
and other components, viz. propellants, cartridge cases, etc. 
Although a review of the requirement of the rods was made by 
the factory in January 1975, based on which an indent was 
placed (July 1976) by the Director General, O rdnance Factories 
(DGOF) on a supply mission abroad for 16 tonnes of the store, 
the subsequent review of the . requirement for .the period from 
July 1977 to November 1980 was made after more than a year 
in July 1977 w)'\en the actual stock of the rods was only 11.124 
tonnes (su:ffici~nt for about 6 months' requirements) and the dues 
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against the DGOFs indent of July 1976 were 16 tonnes (suffi­
cient for about 9 months' requirements). T he provmoning 
p rocedure provides that such review shall be made every 6 months 
and the indents placed oo the purchasing authorities 36 months 
in advance of the peri.od of utilisation and that an actual stock 
of 12 months' requi rement:; can b2 held at any time in thi.; 
factory. Th:! Ministry of Defence stated (September 1981) that 
al though firm orders were existing on the factory, t11e requi rement 
of magnesium alloy rods was being restri_cted on the basi~ of 
annual production programme given by the Chief Inspector of 
Armament (CIA) each year. 

B~ec: on th~ review of foly 1977, tbe fac:ory placed a 
demand on the DGOF (July 1977) for igiport of 44.5 tonnes 
of magnesium alJoy reds as early as possible. Two months after 
the Accounts Officer of the factory had vet ted lhC' demand (August 
1977) -;ubjec~ to the availability of fu nds, the DGOF forwarded 
( October i977) the proposal for the import to the associated . 
finance wing in his office for concurrence. The financial concur­
rence for the.: procurcm::nt wa~ ::iccordcd on 4th Nov~mber 1977 ; 
t11crcafter, the proposal was sent to the Ministry of D efence 
(24th Nov ~luber 1977) for sanction of foreign exchange whid1 
was rclc;c,ed on 7th February 1978 and the DGOF placed an 
operational indent (9th March 1978) on a supply mission abroad 
for supply by. J une 1978 of 44.5 tonnes of the rods. 11ms. over 
7 months were taken to cover the demand by an indent. 

Although the stock and dues of the rods were expected (July 
1977) to suffice till September 1978, the utilisation was in fact 
more than anticipated when the indent was pla.ccd on the supply 
mission (March 1978) and the stock was expected to last only 
up to June 1978. The DGOF, therefore, requested the supply 
mission (April 1978) to conclude the contract against the indent 
on top priority basis and added that the rods be made available 
to the factory by J une 1978 positively and that a proposal for 
ai rliftng of at least 6 tonnes (out of 44.5 tonnes indented) was 
being processed . The supply mission concluded a contract 
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( August 1978) with firm 'M' for supply within 6-8 weeks ot 
44.5 tonnes of the store at DM 8.94 (Rs. 37.19) per kg. 
However, no supply was made within the stipulated delivery 
period as the firm refused to guarantee that the tensile strength of 
all the rods to be supplied would be in accordani:e with the 
specification as per the contract/indent. This matter was resolved 
·(December 1978) in consultation with the DGOF, the factory 
and the Authority Holdfog Sealed Particulars (AHSP) by accept­
ing rods having lower tensile strength. The Ministry of Defence 
stated. (September 19S1) that the firm did not indicate in its 
<>ffer that the tensile strength as stipulated in the indent could 
not be guaranteed . 

Meanwhile, the stock of magnesium alloy rods in the factory 
was completely exhausted in July 1978 and no reserve of the 
,;tore was also created in the factory, though the provisioning 
. procedure authorised creation of such a reserve. The production 
of the component was suspended from September 197&. Against 
a sanction issued (September 1978), '4.51 tonnes out of 44.50 
tonnes of the store ordered on firm 'M' were airlifted in March 
1979 at an estimated cost of Rs. 1.98 lakhs; but as firm 'M' bad 
not desp~tcbcJ aHy further quantity (though supplies were to 
be completed within 6--8 weeks) in order to maintain the pro­
duction programme of the ammunition for 1979-80, two lots were 
airlifted during June 1979 (9.94 tonnes) and Decemher 1979 
(9 .05 tonnes) at an estimated cost of Rs. 7.97 lakhs. Firm 'M' 
despatched 20.70.tonnes by sea in April 1980 and SeE'tember 
1980. The Ministry of Defence stated (September 1981) that 
the supply mission was requested (August 1981) to expedite 
recovery of liquidated damages from the firm for the delayed 
supplies of the store. 

Thus, out of 44.5 tonnes of the magnesium alloy rods, 
23.50 tonnes (cost : Rs. 8.74 lakhs) were airlifted at a total cost 
of Rs. 9.95 Lak.hs (estimated) involving an extra expenditure of 
about Rs. 9 .08 lakhs as compared to the estimated sea freight 
( assessed as 10 per cent of the cost of the store) . The Ministry 
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of Defence could not, however, indicate the actual extra expendi­
ture incurred on account of airlifting of the store. The airlifting 
was caused as the fac tory did not follow the provisioning proce­
dure and placed (July 1977) the demand only 15 months in 
advance of the utilisation of the store as against 36 months pres­
cribed and no reserve of the material y;as held in the factory for 
emergent necessity. The Ministry of Defence stated (September 
1981) that a reserve had been sanctioned (February J 981 ), but 
that due to clearance given by the AHSP for use of a substitute 
indigenous material, its creatio n had been withheld. 

(B ) Similarly based on the prod uction programm\:.S ~cd in 
May: 1977, the same factory raised another demand in December 
1977 on the DGOF for import of 1,04,673 numbers of v11lcanised 
grey fibre moulding required for production of a component for 
ammunition 'Y' agalnst orders placed on it during March 1972 
to September 1976 (1,09,513 numbers •of th~ component) and 
June 1977 ( 69 ,600 numbers of the component) . This demand 
wa5 raised ('December 1977) after more than a year of the pre­
vious demand of October 1976 and the actual stock of the store 
available in the factory then sufficed one month's requirement 
only. Against the demand, the DGOF placed an ind("D.t on the 
supply mission onJy in· July 1978 after financial concurrence was 
obtained (April 1978) and requisite foreign exchange was released 
(June 1978). The supply mission concluded a contract (October 
1978) with firm 'N' for supply of the store (1 ,04,673 numbers) 
at .£ 2.40 (Rs. 38.40) each. The extra expenditure involved 
due to escalation in price of the store owing io delayed placement 
of the demand was about Rs. 5.86 lakhs as compared to the rate 
of .£ 2.05 (Rs. 32.80) each prevailing in 1977. 

As per the contract of October 1978, firm 'N' was to supply 
10,000 numbers in November 1978, 5,000 numbers in December 
1978 and thereafter at th~ rate of 10,000 numbers per month 
during January 1979 to June 1979 and 12,000 numbers per month 
from July 1979 onwards. Howev,er, as the firm could not make 
supply as per delivery s~bedu1e, to meet the production require-­
ment, sanctions were accorded during December 1978 to April 
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1980 for a irlift ing of 92,000 numbers out of the contracted 
quantity of 1,04,673 numbers at an estimated cost of Rs. 6.90 
lakhs. H owever, against these sanctions 69,748 numbers were 
actuaUy airlifted d~i ring January. 1979 to Ma rch 1980 and the 
balance ( 34,925 numbers) against the contrac was shipped 
during July 1979 to Marc;h 1980. Due to nc'n-recdpt of the 
store in time. the prodl!ction of the component showed substantial 
shortfall, the factory producing only 47,.490 nuJ'1bers against the 
target of 60,000 numbers during 1979-80. The extra exffend.iture 
duo to airlifting of 69,748 numbers of the store as compared to 
the estimated sea freight was about Rs. 2.55 lakhs (the actual 
extra expenditure incurred due to the airlifting could not be 
indicated by the Ministry). As firm 'N' was the sole supplier 
of the store, no liquidated damages for the delayed supplies were 
propos<;'d by the Ordnance Factory Board for recovery from the 
firm. 

The above cases indicate that adequate care was not taken 
by. the factory to project its demands for import of stores in time 
a<; per the aufuorised procedure. This resulted not only in an 
extra expenditure (R 5. 11.63 lak.bs) on account of airlifting of 
the two items of stores t {' meet production ··equir..;:mcnts, but also 
affected the execution o~ scrvrce- orders due to non-receipt of 
supplies in time and involved loss of Rs. 5.86 lakhs due to 
escalation in ptices of the second item of store. 

28. Pm-chase of tools and gauges 

For production of an ammunition in a factory, the Ministry 
of Defence placed (December 1971 ) a letter of intent on a 
foreign firm 'X' for supply of 16,724 (15 types) tools and gauges 
at a total F OB cost of DM 8.52 lakhs (Rs. 19.24 lakhs). A 
regular supply orde<r was p~aced on the firm by the Director 
General Ordnance Factories {DGOF) in January 1972. After 
the order was pJaced, the fa ctory intimated the DGOF (February 
1972) th::tt the production of the tools and gauges in the factory 
J1ad doubled since December 1971 and that the quantit ies for 
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8·out of 15 types of tools and gauges ordered on the firm could, 
therefore. be reduced by, 5,554 numbers with a foreign exchange 
saving of DM 3.12 Jakbs (Rs. 7.05 lakbs) . No efforts were,­
however, made by the DGOF to reduce the quantity. The factory 
was also informed (March 197·2) that from the point of view of 
administrative propriety it was not correct to amend the supply 
orders once they were placed and that with reference to discussions 
with the firm on 24th February 1972, there was no possibility 
of the firm accepting any reduction in the quantity ordered as it 
had already prQCured the material and gone ahead with the 
production. As per the order, the supplies of tools and gauges 
were to be completvd by September 1972. The firm supplied the 
tools and gauges in 6 consignments during May 1972 to Se{ttem­
hcr .t 974 and th.ese were received by the factory during August 
1972 to January 1975. 

Of the supplies ( 16,724 numbers) received . from firm 'X' 
14,230 numbers of tools and gauges were acceptoo, 1,723 num­
bers were rejected due lo dimensional discrepancies and the 
balance 771 numbers were found broken or lost during railway 
transit from the port to the factory. A claiin preferred on the 
railways for Rs. 0.88 Jakh (March 1977) for the transit loss was 
vet to be accepted (July 1981) . 

As per the order, the firm was liable to replace. free of charge, 
any tools and gauges found , within 24 months of their delivery 
<FOB) , defective or not in accordance with the drawings and 
specifications. The factory intimated the rejectiqn of 1,723 
numbers, between November 1972 and J uly 1975. But the firm 

·considered (January 1977) that the rejected tools and gauges 
could be ·effectively used though their life might be marginally 
lower and it offered (January 1977) a discount of 25 per cent 
(Rs. 0.1 4 Iakh) on lhe total cost of only 599 numbers out of 
those rejected against three consignments. The factory intimated 
the DGOF (March 1977) that as tbc .rejected tools and gauges 
were in fairly good condition. the offer could be accepted provided 
the same was extended to the tools and gauges rejected against 
other romignments. The factory also requested firm 'X' (March 
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1977) to accept 25 per cent discount on all the rejectOO. tools 
and gauges. Later, the DGOF, too, took up the the matter with 
the firm (SeJ1tember 1977) , but it was not pursued further eithe::r 
by him or by the factcry. On this being pointed out in audit 
(April 1979) , the DGOF reminded firm 'X' (September 1979) 
for reply. However, though no reply was received and earlier 
the rejected tools and gauges had been proposed (Marc.h 1977) 
for acceptance at the discount of 25 per cellt, the factory intimated 
the Ordnance Factory- Board (OFB) (October 1980) after 
reviewing, inter alia, the existing stock holdings, the production 
potentiality of the tools and gauges in the fa,ctory, and the condi­
tions of the rejected items supplied by firm 'X', that none of the 
rejected tools and gauges was acceptable and that the firm should 
accept l iability for the full rejected quantity ( 1,723 numbers) . 
Though this was taken up by the OFB (November 1980) with 
the Indian agent of the firm , no reply was received (March 1981 ) 
and tbe rejected tools and gauges (cost : R s. 2.56 lakhs) we-re 
lying in the factory for the last 6 to 8 years.I The Ministry of 
Defence stated (September 1981) that the OFB was still p.ro­
gressing the case with firm 'X' and its agent. 

• 
The case reveals the following points : 

The M inistry of Defence pla.ced the order on firm 'X' 
(December 1971) for import of 16,724 numbers of 
tools and gauges though the factory had increased 
production of these items from December 1971 and 
a request made (February 1972) by the factory to 
reduce the import by 5,554 numbers, was not heeded 
by the DGOF ; this involved unnecessary foreign 
exchange expenditure of Rs. 7 .05 lakhs. 

Although rejection of 1, 723 numbers of tools and 
gauges (cost: Rs. 2.56 lakbs) was intimated by the 
factory to the DGOF during November 1972 to July 
1975, fi rm 'X' was asked only in March and 
September 1977 to accept 25 per cent discount on 
all the re jections. The matter was not pursued by 
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the DGOF thereafter till September 1979 for their 
replacement; the rejected items had been, thus, lying 
in the factory unused for 6-8 years. 

The claim prefened (March 1977) on the railways 
for the Joss of 771 numbers of tools and gauges 
(cost : Rs. 0.88 lak.h) during transit was yet to be 
accepted (July 1981) . 

29. Special repairs to pe~ncnt buildings 

In April 1965, construction of 144 type I and 90 type Il 
(total 234) quarters for the employees of an ordnance factory 
was sanctioned by Go,vernment and completed at a cost of 
Rs. 32.00 lal<hs. After construction, the quarters had been taken 
over from the Military Engineer Services (MES) in October­
Novembcr 1968 by another f.actory, which originally was. a part 
of the fit t factory, but became independent on completion of a 
project sanctioned by Government in May 1963. The quarters 
had been constructed according to permanent specifications with 
the expected life of 60 years subject to normal periodical services 
and maintenance. 

Within 10 years, the condition of all the quarters was, 
however, found to have deteriorated so much that they became 
unfit for human habi~tion; the condition of 72 type I and 42 
type II (total 114) quarters was particularly bad . A R~ 
cum-Costing-cum-Siting Board assembled in August 1978, 
under orders of the Director General, Ordnance Factories 
(DGOF), examined the condition of the 114 quarters and re­
commended special repairs thereto. The Board pr~ 
were approved by the DGOF in No,vember 1978 and in October 
1979, a proposal for •special repairs at an estimated cost of 
RIS. 9.34 lakhs (as furnished by the MES) was submitted to the 
Frnance Wirig by the Ordnance Factory Board (OFB) for con­
currence. In November 1979, the Finance Wing advised investi­
gation by a Board to find out the reasons for such premature 
deterioration of the quarters and reassessment of their life after 
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the proposed repairs. In January J 980, the OF.B blamed the 
MES for substandard construction of the quarters as well ~ 
for their reluctance to take any responsibility for such construc­
tion after the guarantee period of one ·year was over. The OF.B, 
however, agreed to refer the case to the Zona] Chief E ngineer 
(Zonal CE) at .approprla·te time for investigation. Finally, 
.sanction for repairs was accorded by the OFB in February 1980 
for Rs. 9.34 lakbs. The work was expected to be completed in 
D ecember 1981. · 

In January 1981, the OFB submitted another proposal for 
pecial repairs to the remaining 72 type I and 48 type II (total 

120) quarters ·to the Finance Wing at an estimated cost of 
Rs. 12.96 Jakhs. Sanction to the proposal was yet to be issued 
(August 1981). 

Premature deterioration of the quarters on expiry of only one­
si x:th of their life was never in,vestigated by the DGOF as to the 
reasons and responsibility therefor, nor was it reported to the 
Zonal CE for investigation tHI April 1981 even on receipt of 
Finance advice in November 1979. 

The Ministry stated (August 1981 ) that the OFB was 
bei ng requested to see whether there were any procedural lapses 
in not initiating action fo r departmental investigation or reporting 
the matter to the Zonal CE and if so, why responsibility should 
not be fixed . The result of investigation by the Zonal CE was 
awaited . 

Thus. substandard construction and premature deterioration 
. of 234 quarters resulted in :an avoidable expenditure of R1'. 22.30 

lakhs on special repairs. 

30. Procurement of an equipment 

In paragraph 18 of the- Audit Report (Defence Services) for 
1979-80, comments were made on the delay in procurement of 
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railway shunters in factory 'A ' and the resultant loss ot 
R s. 33.64 la.kbs . 

· In another factory 'B', the shunting of railway wagons was 
being done manm:illy resulting in delayed clearance. The 
demurrage charges paid · to the railways during 1974 and 1975 
for detention of railway wagons beyond tbe prescribed. period 
amounted to Rs. 4.03 la.khs (Rs. 2.59 la klls in 1974 and 
Rs. 1.44 lakbs in 1975). In order to avoid dernurr,a.ge charges 
and to utilise the labour on productive works, factory 'B' for­
warded a demand (March J 976) Lo the Director General, 
Ordnance F actories (DGOF) for procurement of a railway 
shunter at :a.n estimated cost of Rs. 0.72 lakh. To enable the 
DGOF to consider the proposal, factory 'B' invited a quobltion 
at his instance from firm ·M' in May 1976 and forwarded the 
same to the DGOF in June 1976. Although the procurement 
was considered (March 1976) inescapable by factory 'B', the 
DGOF did not communicate his decision on the factory's pro­
posal for two years, nor did the factory pursue the matter dur­
ing this period. The Ministry of Defence stated (August 1981) 
that the quotation forwarded by factory 'B' in June 1976 did 
not a;;tuaJly reach the DGOF and the DGOF was, therefore, 
under the impression that the factory was still making · enquiries 
from trade. Only in May 1978, a fresh review was made and 
another demand, in cancellation of the earlier one, was placed 
in June 1978 on the DGOF for procurement of a wagon pusher. 
Against this demand, the DGOF placed (February 1979) an 
indent on the Director General, Supplies and Dis?osaJs who, 
in turn, placed an order on the same firm 'M' .in June 1979 and 
the equipment (Cost : Rs. 0.87 Jakh ) was received by factory 
'B' in December 1979. This was comrrrissioned in February 
1980. 

Thus, although the cost of the railway shunter was onJy 
about Rs. 0. 72 lakh and payment of demurrage charges to the 
rai lwayc:; amou nted to Rs. 4 .03 l akhs~ during 1974 and 1975, no 
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action was taken by factory 'B" prior to March 1976 for its 
procure~ent. The Ministry added (August 1981) that prior to 
1976, factory 'B ' did not face much difficulty in unloading wagon!. 
as it was getting belp from factory 'A'. Even when a proposal 
was made in this regard in March 1976, the same was not 
processed expeditiously and as a result the equipment could be 
procured only in !December 1979. Meanwhile, during 1976 to 
1979 alone, factory 'B' paid further demurr,age charges to the 
railways amounting to about Rs. 3.41 .Lakhs. Besides, the labour 
charges -incprred in manual shunting of the railway wagons were 
about Rs. 3.84 lakhs during this period . 

31. Deficiency of stores in a factory 

In March 1973, in 'factory 'A', the stock verifiers reported 
a shortage of 2,593 shell forgings (cost : Rs. 4.61 lakhs) pro­
duce<! by the shell forge shop for the production of two types of 
ammunition. A Board of Inquiry set up (september 1973) by 
the General Manaser (GM) of tl1e factory to in,vestigate the 
shortages stated in its report (November 1973) that the forgings, 
after production, were issued to and used by the shell machining 
.ll.hops, but that the covering demand notes were not submitted 
to regularise the transactions. The· Board did not. however, 
investigate what happened to the deficient forgings after further 
processing in the machine shops. 

In March 1974, the report of the Board was forwarded to 
the Director General, Ordnance Factories (DGOF) . After more 
tban a year. the DGOF convened (May 1975) another BoiM"d 
with the Deputy GM of factory 'B' as Chairman to investigate 
the shortages. This Board submitted its report in January 1976 
and concluded !bat : 

lbe shell forgings were inspected and passed by the 
Service Inspector, who was independent of the factory 
authorities and as such there was no reason 1o 

doubt or disbelieve ihat these were not actuall:­
manufactured ; ~ 

.. -
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a the shell forgings were l!Uitc hcuv) and bulky 
and b~ing made of steel had apparently no direct 
application to use elsewhere, lllcrl' .was no possibility 
of loss of these forgings through pilferage; and 

the shell forgi ngs were issued to the machine shops 
where these were rejected during processing, but 
were not accounted for in the relevant warrants; nor 
were the rejected forgings preserYed due to negli­
gence or carelessness for subsequent disposal. 

Though the secon.d Board also could not locate the deficient 
forgings, it did not .reconcile the actual number of forgings pro­
duced by the shell 'forge shop with the number issued to the 
indentors after further processing in the machine shops and 
tJ1e bumber returned to stock as scraps on account of rejections. 
The Ordnance Factory Board (OFB)° stated (September 1981) 
that locating the deficient forgings was not possible because as 
per procedure, the rejections were remelted after being returned 
to stock and that since there were many operations after machin­
ing and before desp.atch to the indenter, the reconciliation was 
not possible. 

The second ijoard fixed the responsibility for t11e discrepancy 
(January 1976) on the foremen of the shell machining shops 
a'.'!j to a minor degree on the stock l10Jder. The OFB, however, 
opined (July 1979) that the responsibility could not be fixed on 
any particular indi_vidual, ;and instructed factory 'A' to regula­
rise the shortage of 2,593 numbers of shell forgings (co'!;t : 
Rs. 4.61 lakhs) through a loss statement. The loss was yet 
(A11gust 1981) to be regularised . 

S/ 2 DADS/ 81-9 



CHAPTER 4 

WORKS AND ~IILIT ARY ENGINEER SERVICES 

32. Extra expenditure on c1cctricity cluwgcs 

Under arrangements made by the Military Engineer Services 
(lVl.ES), two Research and Development E tablishments at a 
station had bee n obtaining bulk supply of electricity from a 
State Electricity Board (hereafter called 'Board') since Ja nuary 
1967. The Regul~tions 'for the MES require that an .agreement 
should be concluded for such supply. Pending conclusion of 
a regular agreement, sanction of the Ministry of Defence was 
:i.ccorded from time to ti1pe for obtaining electric supply from 
the Boar'-!. The last sanction was accorded (March 1979) for 
the period up to 31 st March 1980. The agreement was actually 
concluded on 31st December 1979. 

According to the t::irifT laid down by tl1e Board from time to 
time, different r.ates were chargeable for power supplied for 
industrinl power load of a contracted demand (being the lowest ) 
:md non-industrial power load and predominantly lighting lo.ad 
<being the highest). In the absence of a r~gular agreement, the 
<>upply mad.:: to the two ctstablishments was b:!ing billed for and 
paid m the rates !tpplicable to predominantly lighting load even 
though the connected load was actually for industrial pmpose. 
Though in Decembe1 1972, Garrison Engineer (GE) 'A' point­
ed out to the Board that the lo<td being mainly for industrial 
purpose, the supply should be charged at the applicahle tariff, the 
matter was not effectively pursued either by GE 'A' or .GE 'B' 
under whose jurisdiction the cslahlishmcnts fell with effect from 
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August 19 77. The incorrect application of tn rifl rates was, 
however, take n up by GE 'B' with the Board in November 1978, 
but it was not pllrsued to finality and meanwhile the bills for the 
electricity consumed continued to be p,aid as billed for by the 
Bo<u-<l at higher rates. 

In March 1979, to process the case for obtaining approval of 
the draft agreement, GE 'B' requested the Board to intimate 
the appropriate chargeable tariff for the supply as also details of 
power load ~onnected to the supply point. The Board informed 
(August 1979) GE 'B' that the ta ri ff hitherto being charged 
would be changed from April 1979 to the tariff applicable to non­
industrial p ower load and tha t the tariff for industrial power 
load could, however, be made applicable only from the date of 
agreement in case a certificate from the concerned authorities 
to . the effect that the establishments had been registered under 
the Factories Act was produc'ed. The requisite cer tificate was 
furnished by GE 'B' to tbe Board in August 1979. The agree- · 
ment ultimately concluded on 3 Lst December 1979 provided 
for the supply to be charged at the tariff for industrial power 
load. 

The Minist ry of D.::fence slated (May 1981) that : 

the delay invo~vcd in the finalisation o"f the agree­
ment between th:! MES and the Do;:ird was mainly 
d ue to a dispute :is tc: whethe r a single and common 
agreement was to be concluded for the above two 
cstablishme·nts alongwith two other establishments 
at t.he station or separate agreements were requi red to 
be concluded ; 

the M ES h~1d be::n pressing for charging the tariff as 
for industri~1l lond, but tJ1at the Board authorities 
cont~nckd that it was a non-industrial o ne and · it 
was only in I 979 that the latter agreed to apply the 
industrial t;iriff. 
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fhu , due to delay of over 12 years in the conchisiou of 
the agreement, payments were made for the e1ecti-ic supply as 
billed for at higher rates, without ensuring the application of 
Ute appropriate tai·iff. This resulted in an extra expenditme of 
.about Rs. 15.56 lakbs. 

33. Avoidable extra' expenditure 

A Conimander Works Engineer (CWE) invited tenders on 
5th' October 1978 for the construction of residential accommoda­
tion for Army personnel at a station at an estimated cost ot 
Rs. 6.36 lakhs. Five tenders .xeccived were opened on 6th 
December 1978 and the tender of fi rm 'A ' for Rs. 5.35 Jakl1s 
was the lowest. The offer was valid for 30 days from the date 
of its opening i.e. up to 4th January 1979, but at the request 
of the CWE, firm 'A' agreed to keep the offer open up to 
5th February 1979. The tender of firm 'A' wns accepted on 
3rd February 1979, but the letter of acceptance was actually 
despatched by registered post on 6ili February 1979. a day after 
the expiry of the extended period of validity of the tender. On 
7th February 1979, firm 'A', however, intimiated telegraphically 
that its off~r bad expired on 5th F ebruary 1979. The letter of 
acceptance was returned by firm 'A' on the ground that thjs was 
despatched after the expiry o[ validity of the offer and that the 
letter of acceptance had become voia in tt}rms o{ section 4 of 
the Indian Contract Act, 1872. Thl CWE caneellecl the letter 
of acceptance on · 5th April 1979. 

Tenders for the same work were invited again by the CWE 
on 12th October 1979. Of the 6 tenders received, the tender 
of firm ·n- for Rs. 6.44 Jakhs, being the lowest, was accepted 
oi1 30th November 1979 and the contract concluded. This 
tender was ·Rs. J .09 lakhs more than the earlier lowest tender. 

T he CWE slated ( ovemb...:r J 980) that due to hortage 
of clerks, a Group 'D ' employee wa entrusted with the job of 
receipt and despatch of letters and he was not aware of the 
urgency in despatching the letter. 
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The Ministry of Defence stated (May 1981) that an mquiry 
had been ordered (February 1981) in the matter by the 
Command Chief Engineer to fix r~sponsibility for the delay in 
the despatch of the letter of acceptance to firm 'A'. 

Owing to delay in despatch of tJ1e Jetter of acceptance within 
the validity period of. the offer, the acceptance of tender by the 
department could not be enforced and rctendering resulted in an 
extra expenditure of Rs. l .09 lakhs. Besides, there was delay 
of nearly a year in ·providing accommodation to the Army 
personnel, the work having been completed in June 1981. 

• 



CHAPTER 5 

PROCURE !ENT OF STORES AND EQ IP.\'1.C:\"T 

34. Non:utilisation; wmccessw-y procurement of tyres 

Two types of heavy duty vehicles ("A' and 'B') of imported 
origin had been in service with · the Army since 1966-67. These 
vehicles had tyres and tubes also of imported o rigin of si7c 
J 500 x 20. 

Based on clearance (December 1966) of the inspection 
autho1:ities for issue of indigenous tyre and tube of size 1400 X 20 
in lieu of tyre and tube of imported origin for type 'A' vehicle . 
the Army Headquarters ( HQ) decided ( ovembcr 1969) to fit 
type 'A' vehicles with 1he indigenous tyres when the imported 
tyre in u e became un·erviceable. The change-over was to be 
eITected in complete sets, and the mixed use o( tyres, vi::.. imported 
a nd indigenous was no t to be permitted. The tyres so removed 
from type 'A' vehicles and in good condition were to be used 
in type 'B' vehicles after retreading, wherever necessary. 

Tyres o( size l 4 00 x 20 procured indigenously during l 962-63 
for certain other types of vehicles became surplu as a result of 
phasi ng out of these vehicles. during 1966-67 and l 967-68. JL 
was only in D ecember 1977 that the Chief Inspector of Vehicle~ 
cleared these tyres for alternative use for issue to .type 'A' 
vehicles. A review carried out by a Central Ordnance Depot 
(CO D) on I st April 1979 indicated 11-a surplus of 46 1 t~ res or 
this type (after excluding a special reserve of 110 tyres). 

111e que lion of disposal/in lieu issue of thc<;e tyre~ wa-. 
initiated hut the Central Technical Team advised (January 1980) 
re-milisation of these tyres being. applicable to curr.!nf ' e' ,icl\'.'<;/ 

tra iler-;. 
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However, these tyres (value : R s. 5.80 lakhs) procured in 
1962-63 anu held surplus had net been put to any alternati ·e 
use nor dispo cd of till October 1981 . 

. Regarding type 'B ' ,vehicles. which were fitted with the same 
size ( 1500 X 20) of imported tyres as those fit ted to type ' A' 
vehicles, no change-over to indigenous tyres was authorised. In 
December 1971, the Army HQ decided to import 1,800 tyres 
to effect complete replacement of the tyres in use due to their 
being in service since 1967. But, only 1,323 tyres (value : 
Rs. 19. 77 Jakhs) were actualJy contracted during August · 1972 
a rtd March 1973 and they were received in t.he COD du ri ng 
Mnrch 1973- Juoe 1974. 

Jn October 1975,. tJ1e COD reviewed the requirements of 
tubes of size 1500 x 20 for ty pe 'B' vehicles and projected 
(January J 976) to the Army HQ a demand for the import of 
890 tubes (estimated cost : R s. 1.34 lakh ) . Government 
c;oncluded ( March 1977) a contract .with a foreign Government 
for import of 888 complete sets of tyres, tubes and :flaps (instead 
of only tubes as demanded) at a cost of Rs. 24.71 lakhs. 

T he first four con ignments covering 305 complete sets of 
tyres, tubes and flaps were supplied during March--September 
1977 and these were r::-ceived in the COD during Septomber 
1977- Fcbruary 1978. Although the error ip the demand 
(covered by the contract) came to notice of the Army HQ in 
April 1977. the matter regarding incorrect procurcmenr/ supply 
of store was t~en up with the foreign Governmeot in August 
·1977. Further supply of tyres and flaps was cancelled and the 
balance quantity of 583 tubes only was upplied in December 
1977 and received by the COD in March 1978. The cost of 
305 numbers of tyre and flaps procured erroneou ly worked out 
to R s. 8.10 lakhs 
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A per the Army HQ's directive (April 1979) , 153 type 'B' 
vchic;Je . ~vere to be maiutaiued up to 1984-85. prov1s1011 
review of imported tock of lyres of type '13' vehicle carried 
out by the COD as on 1st June 1980 revealed a surplus stock 
of 353 tyres after taking into account 50 per cent of the 
repairable stock of 1,073 tyres as assets .and after provicUng for 
the requirements of 60 months (i.e. up to May 1 9'85) . 

The Ministry oft'Defence stated (October 1981) that : 

the demand for 888 tube only was placed correctly · 
but the offer received from the foreign Government 
was for complete sets which was accepted by mistake 
:and contract signed; as there was no error in 
projecting the demand, no investigation was carried 
out or considered necessary; and 

the anticipated repairables, taken as assets, would 
not be converted, till requi red, into real assets by 
retreading and actual surpluses would not, therefore, 
exist. 

The following point'> emerge : 

461 tyres of size 1400X20 (value: Rs. 5.80 
lakhs) procured in 1962-63 for vehicles phased 
out during 1966-68 and held surplus had 
i1eitber been put to alterm1tive use nor disposed 
of (October 1981) . 

The quantity of 305 tyres wi th flaps of type 'B' 
vehicles (value : Rs. 8.10 lakhs) , having been 
imported erroneously, was proposed to be 
liquidated by not going in for retreading of 
repairable tyres (and converting them as assets) 
which would have otherwise bc;en done in the 
normal course. 

I • " ' 'r , . 
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CHAPTER 6 

UTILlSATlON OF E QUIPMENT AND FAClLlTIES 

35. Nun-utilization of imported [uzcs 

Against indents placed by the D irector of Ord nance Services 
(DOS ) during 1957-19"'62, 2.56 lakh numbers of fuzes (shelf 
life : 30 years) for use in the artillery ammunition shells we r(:1 
procured from a foreign Government through the Military Adviser 
attached lo the Ind ian M ission concerned at a cost of Rs. 2.29· 
crores. They were received during 1.958-1965. As per terms 
of the supply orders, ' they were to be of the latest date of 
manufactuTe and latest current mark and inspected in accordance 
with the standard of the Government supplying the fuzes. 

At the tim0 of supply. of 0.74 lakh fozes against the 2 indents 
of 1962 (covered by a supply order of September 1962/ 
January 1963) , the Military Adviser informed (March 1963) 
the DOS that since the fuzes had undergone initia l production 
proof test of 1959-60, the foreign Government was not willing 
to cany out specia l proof test as according to them reproofing 
was required to be done oo1y after 5 yea rs iro~ the date of 
manufacture. The DOS replied (April 1963) lhat fuzes o ffered 
were acceptable subject to the foreign Government confirming 
their serviceability and fornishing initial production proo( report~ . 

I · 

All the fuzes ( manufactured during 1957- l 964) on thri r 
receipt in an ammunition depot were decla red as 'serviceable' 
by the Directorate of Jns,eection (Armaments) under the Directo r 
General of Inspection (DGI), based on initi al proof test reports 
r(ceived Crom the fore ign Government anti after carryi~g out 
c11eck proofing in India. T hese fuzes were required to be proved 
on reaching the age of 2 years from the date of manufacture and 

129 
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thereafter every 3 years lo see that the same fulfilled the required 
performance parameters and in case of more than one fa ilure, 
the Jot concerned was to be declared as ' unserviceable'. 

Based on the proof results of 1970 and part of 1973 p·rooi 
cycle, the Controllerate of Inspection (Ammunition ) considered 
(August 1974) that about 0 .90 la.kh fuzes would not satisfy the 
acceptance cr iteria due to blinds, ground bursts, etc. and would 
require repairs. 

In F ebruary 1975, the DGI suggested to the DOS that U1c 
i:etrievaVrepair of these fuzes was possible by changing the 
detonator/ power pellets and by servicing the time mechanism and 
'that the Director General, Ordnance F actories ( DGOF) should 
be approached for the purpose. The DGI also suggested that 
100 numbers of these fuzes could be broken down by the 
Controllerate of Inspection (Ammunitiof!) on a trial basis and 
reassembled by t11e DGOF. Accord ingly, an indent for trial 
repaiJ'S

1
of 100 fuzes was placed (August 1975) by tpe DOS on 

the DGOF. The trial repairs were, however, not successful. 
The stock-hold ing depots were, therefore, asked (September 
1976) to keep these fuzes segregated for factory repairs. 

Another indent for trial repairs ( involving change of detonator 
and filling) of 255 fuzes by an ammunition factory was placed 
(August 1977) on the DGOF after the feasibility of 

· repairing these f-uzcs on experimenta l basis was established 
at the Controllerate of Inspection (Ammunition). When the 
question of repai1· of bulk quantity of these fuzes was 
taken up by the DOS with the DGOF, the lat ter 'replied (October 
1979) that it was not possible to accommodate filling of repaired 
fuzes. In March 1980 , the DGI suggested th at tbe 'repairs and 
modification of fuzes be done to a different version. T his 
modification was not found possible with facilities available a t 
the Controllerate of Inspection (Ammunition). The feasibility 
of modification was, therefore, discussed with the trade. Jn 
March 1981. the tDGI concluded that conversion of these fuzes, 
besides being safety hazard, was not an economically viable 

• 
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propos1t1on. However, w1t11 a view to using these fuzes in therr 
presenL stale, the DGI suggested (April J 981) lo the General 
Staff that a re-assessment of the qu.ality level of these fuzes might 
be carried out. Since thl! Gcne!\11 Staff pointed out that 
unserviceable fuzcs were not acceptable under any further relaxed 
criteria, boU1 for training and opcrationaJ use, the DGI ad\ised 
(June 1981) the DOS to cJispo c of thc-.l! ruzc~ in the normal 
manner. 

'J be Ministry of Defence stated (October 1981) that 
premature deterioration o( the fuzcs took place in storage. The 
Ministry added that it was a perennial problem with time fuzes 
that they were susceptible lo malfunctioning after they had aged 
because of the unavoidable corrosion. 

Thus, 89,516 (imported) fuzes (value: Rs. 0.80 crore) ol 
1957-1964 manufacture and received during 1958-1965 
remaiaed unutilised and were awaiting (October 1981) disposal 
in the normal course,· as these were declared un~erviceable and 
beyond econontlc repall's 

36. on-utilisation of imporlcd equipment 

An equipment (l)pc 'A') for testing light fastness of textiles 
was procured (October 1971) by the Director General of Ins­
pection (DGI) from a foreign firm 'X' through ~· Supply Mission 
abroad at a cost of Rs. J .25 lakhs. This equipment, on receipt 
by tbc Chief Inspectorate of Textiles and Clothing (CITC), wa~ 
found to have been damaged during transit and some of its parts 
were rusted . The defects were intimated to the Indian agent of 
the foreign firm who promised in August 1973 to rectify the 
defects free of cost, but had not completely repaired them so far 
(November 1981) . 

ln October 1974, the DGI suggested to the CITC that with 
a view to tandardising the use or test equipment ror testing light 
fastness of textiles in the various regional Inspectorates and in 
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order to achieve and mamt~1in uniformity in regard lo the method 
of testing as well as to help in the comparison and correlatioa 
of test results, the fe;:isibility or providing <ill these Inspectorates 
with the same test equipment be examined. The CITC recom­
mended (December l 97 4) to the DGI th al the regional Ins pee- ~ 

tonites should be provided with equipment ·of type 'A'. Io 
Febnwry 1975, the CITC sought approval of the DGI for the 
procurement of an improved version of type 'A' equipment 
( hereafter called type 'B' ) capable of testing three times the 
number of samples taken by type 'A' for its own establishment 
(as it was also the Authority Holding Sealed Particulars ) and 
for the transfer of type 'A' equipment ( lying in damaged/ defec­
li,vc condition) to one of the regional l nspectorates where the 
load \yas not very large. The proposal was accepted (March 
1975) by the DGI wbo placed (July 1975) an indent on the 
Supply Mission for the procurement of type 'B' equipment ·from 
a foreign firm 'X ' from which the CJTC had made inquiries 
earlier . 

t he Supply Ml:,sion entered (July 1975) into ;a, contract with 
foreign .finn 'X' for the supply of the equipment a t a cost of 
DM 129,502 (Rs. 2.93 lakhs) including DM 28,707 for two 
yea rs' s1~arcs <ind l ndiau ageut's commission @ 10 pel' cent. The 
equipment was de~atched (April 1976) by foreign firm 'X' in 
five packages. Three pac~nges were received (July 1976) by 
the ClTC through an Embark.ation Headquarters (HQ ) in good 
condition ; one package containing the. power supply- units was 
found completely damaged on all sides wit h many dents. The 
fifth package, which was not traceable earlier, w.as later received 
by the CITC from the Embarkation HQ in February .1978 only. 
The Indian agent of foreign firm 'X ', who was asked to install 
the equipment, intimated (March 1918) !hat amongst other items . 
.a sui table trnnsformer wa neccs ary as the equipment worked 0 11 

a particular voltage. 
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Meanwhile, the type 'A' equjpment which was lying in a 
dam~ged/defe.ctive conruti011, had been transferred (July 1976) 
by the CITC to one of the regional Inspectorates, where it could 
be installed in February 1980 only. The equipment 
worked for about a week and then stopped working 
due to defects in the 1gmt1on system. The Mjnjstry 
of Defence stated (November 1981) that the defective parts 
were still under repair by the Inman iagent. 0 l 

The CITC intimated (September 1980) Audit that : 

in the absence of the equipment of type 'B', testing 
for light fastness of textiles was being done per force 
with an old equipment even though it was 'not as 
per the laid down specifications' ;ind only curtailed 
testing could be done; and 

the old equipment could not fully cope with the in­
creased work-load. 

· The Ministry of Defence added (November 1981) that: 

action to procure the transformer (for type 'B' 
equipment) was initiated in March 1978/March 
1980 and the same was received in March 1981 ; 

it was expected that the equipment (type 'B') would 
be commissioned by 31st December 1981, but that 
it would entirely depend upon the Indian agent who 
was being reminded periodically; 

although the equipment ( type 'B') was yet to be 
installed/u tilised, the quality of tests and inspection 
work had not suffered on account of its non-installa­
tion as the increased work-load was being attended 
to by running the existing equipment for increased 
number of hours; 

S/2 DADS/ 81- 1 I. 
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there was no alternative but to continue testing or 
light fastness for textiles and other allied stores as 
per earlier specifications by using the old eqnip­
ment; and 

the question of taking up the matter with the Indian 
agent/foreign supplier for immediate rectification 
,and installation of the equipment was being con­
sidered at Ministry level to avoid further delay. 

Thus, the test equipment of types 'A' (cost : Rs. 1.25 lakbs) 
and 'B' (cost : Rs. 2.93 lakbs) recei,ved in October 1971 and 
July 1976/February l 978 respectively had not yet (November 
19 81) been installed/put to use with the result that testing for 
light fastness o'i textiles continued to be done with an old equip­
ment and the objective of having uniformity in testing could 
not be achieved. 

3 7. Injudicious purchase of an equipment 

For execution of urgent works pertaining to two a-irfklds, the 
Engineer-in-Chief (E-in-C)'s Branch sent an operational priority 
indent (September 1974) for procurement of 4 tar boilers for use 
with hot-mix plants to the l'nspectorate of Engineering Equipment 
located. at station 'A', for onward transmission to the Director 
General, Supplies and Disposals (DGSD), after its technical 
scrutiny. The indent was passed on to the DGSD in October 
] 974. 

The DGSD concluded (October 1975) a contract with a fim1 
located at station 'B' for supply of 4 tar boilers at a total cost 
of Rs. 1.87 Jakhs. According to the contract, the E-in-C's Branch 
was to provide within one month necessary drawings of the plant 
to the ti.rm to enable it to manufacture suitable end connections. 
A unit of the Inspectorate located at station 'B' was nominated 
as the local inspecting officer. F inal insp:::ction was, however, 
to be carried out at the consignee's end in the presence of the 
firm's representative. 

.) 
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The tar boilers after local .inspection (March 1976) were 
received (May 1976) in an Engineer Park at station 'C involving 
freight cbargesi of Rs. 0.14 lalth. Final iJJSpection of U1e tar 
boilers could not, however, be carried out as hot-mix plants were 
not a:vai.lable with the Engineer Park, no'l' were the end connections 
made by the ,firm, because the drawings of end connections sent 
(December 1975/0 ctobcr 1976) by the E-in-C's Branch were 
on ly a :,ketch and not t11e manufacturing drawings. 

Efforts made by the E-in-Cs Branch to get a serviceable bot­
mix plant for testing the la:r boilers did not succeed as 4 bot-mix 
plants availabilc with a Zonal Chief Engineer (Zonal CE) 'X' 
had become off-road for want of spares and were disposed of in 
December J 978. Ultimately the end connections of a plant 
located at station 'D ' were got retrieved (April 1979) and sent to 
the inspecting officer who, in tum, asked (June 1979) the firm 
to check the suitability of the sample. The needful was, however. 
not done by the firm as its factory had already been closed. 
T hereafter, the E-in-C's Branch asked (September 1979) Zonal 
CE 'X ' to get the end connections manufactured ex-trade at the 
cost of !he firm. Zonal CE 'X', however, suggested (October 
1979) to the E-in-Cs Branch that since all the plants held in 
the Zone had become unserviceable by October 1975, the tar 
boilers might be tl'aosfcr:red to another Station 'E' (where a 
serviceable hot-mix plant was availabJc) and the task of fabrica­
tion of the end connections entrusted to Zonal CE 'Y' (exercising 
jurisdiction over station 'E'). This proposal was, however, not 
accepted by the E-in-Cs Branch which pointed out (April and 
August 1980) that the contract concluded by the DGSD was 
totally silent on the technical aspects of the testing of tar boilers. 
The E-iu-Cs Branch added that the testing of tar boilers was 
essential. 

The Deparunent of Supply stated (June 1981) that the 
contracts concluded by the DGSD did not enlist various tests to 
be conducted by the inspection authority at the time of initial/ 
final inspection until and unless specified by the indenting officer. 
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Further, it was for the inspecting authority to decide the tests. 
to be carried out at the time of initial/fin.al in pection. 

The Ministry of Defonce stated (April 1981) that : 

the tar boilers could not be tested by coru1ectin.g to 
the hot-mixi plants which though serviteable at the 
time of placing of the indent in 1974, had been 
rendered repairable through usage in the intervening 
period; 

the sketch furnished by the E-in-C' Branch wa~ 

quite sufficient to enable the firm to manufacture 
end connections, though, the finn which was pro­
bably beading for a closure claimed that the sketch 
was not a detailed manufacturing drawing ; and 

final testing was delayed due to non-availability of 
the bot-mix plants elsewhere and non-fabrication of 
the end connectfons which was a component required' 
for use of the tar boilers with these hot-mix plants 
only. 

The fact remains that the tar boilers procured at a cost of 
Rs. 2.01 lakhs and required to be used in conjunction with the 
hot-mix plants, which bad become non-functional even before 
the tar boilers were contracted, had not been put to use so far 
(September 1981) even after a period of more than 5 years-.. 

--
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CHAPTER 7 

ARMY 

38. Delay in disposal of ftrcd cartridge cases (of hig}i calibre) 

An examination of the position regarding disposal of fl.re:! 
cart ridge cases of high calibre revea!cd that three types 'A', 'B' 
and 'C' (of foreign manufacture) had been accumulating in 
various am munition depots prior io September 1973. Efforts 
made by the D irector General, Ordnance Factories (DGOF) to 
utilise the brass scrap of these fl.red cartridge cases in the manu­
facture of cartridge cases of indigenous ammunition d id not 
·succeed on account of their having s ilicon as reported by ordnance 
factory 'P' in October 1973. A Command Headquarters ( HQ). 
Lhcrefore, requested (November 1973) 1 he Director of Ordnance 
Services ( DOS) at the Army HQ for an early deci ion regarding 
c learance of the lrnge ~tock of these cases. 

The DOS decided (August 1976) that high ca libre cartridge 
·cases would be stored centrally in covered accommodation at 
-ammunition depot 'X' . For this purpmc the Co1m11and HQ were 
advised (Sep!ember J 976) to make out an intak e plan of ammuni­
tion depot 'X'. Accordingly, 6.96 lakh fired ca rtridge ca<;cs 
(5, 102 tonnes) consisting of 2.3 1 lakh type ·A ' (2,6 l2 tonnes). 
2.58 lakh type 'B' (2, 117 tonnes) and 2.07 lakh type ·c• (373 
tonnes) were backload ..-:d and received in am munition depot 'X' 
during October 1976-Mar:ch l 978 and an ex{:tenditurc of 
R s. 4. 13 lakl1s was incttrrcd on freight, handling, etc. 

Although it was k nown that the fi r ti cartridge cases contained 
-silicon, instructions were issued ( May 1977) by the D OS to issue 
'.fired cartridge cases of types 'B' and ·c to o rdna nce factories 
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'P', 'Q' and 'R '. Factories 'P ' and 'Q ' intimated (June 1977) 
ammunition depot 'X' tbat the subject cartridge cases were not 
required for their use or were not suitable due to high sifa:on 
content. Factory 'R ' also declined (June 1977) to accept these 
cartridge cases as it was in the initial stages of re-utilisation trials. 

In July 1977, the DOS instructed ammunition depot 'X' to 
issue 17,000 cases (about 200 tonnes) of type 'A' to fac tory ' R' 
for 'reforming trials' but it' could accept only 2,060 numbers 
(about 23.4 ton~es) as its requirements were for freshly fired 
cases without dents or damage so that reforming could be econo­
m~al• and effective with less effort. Based on these requirements, 
the Command HQ estimated (March 1978) that only 30 per cent 
of the holding of fired cartridge cases of type 'A' in ammunitiorr 
depot 'X' was likely to be selected by factory 'R' for re-uti lisatioa 
purposes. 

Consequent on refusal by factories 'P' and 'Q' to accept 
fired cartridge cases of types '13' and 'C' and factory 'R' being 
interested only iii reformable type 'A' cases, it was decided 
(August 1980) by the DOS that : 

non-reformable cases · of type 'A' and cases of types 
'B' and 'C' be disposed of locally by the depots in 
the normal manner instead of being despatched to 
ammunition depot 'X' ; and 

reformable cases of type 'A' be sent direct to factory 
'R' by various ammunition depots. 

A further quantity of 1,719 tonnes (type 'A' : 771 tonnes ; 
type 'B' : 800 tonnes and type 'C' : 148 tonnes) of fired cartridge 
cases accumulated at ammunition depot 'X' during April 1978-
Sep tember 1980 and an expenditur e of R s. 1.39 lakhs was incurred 
on their backloading from various ammunition depots. 

As on 31st December 1980, ammunition depot 'X' was holding 
centrally 8.58 lakh fired cartridge cases of 3 types (5,976 tonnes) 
valued at R s. 14 to 15 crores. ' 

-
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The Ministry of Defence stated (September 1981) that the 
fired cartrjdge cases were stocked centrally in ammunition depot 
'X ': 

to attract purchasers having ca(1ability to pay higher 
prices for the bulk purchases in the auction ; 

to relieve congestion in the various ammunition depots 
and to make available storage space for service 
ammunition ; and · 

to feed factory 'R ' being closer to ammunition depot 
'X' with these. cartridge cases. 

The Ministry added (November 1981) that 0.54 lak.h fired 
cartridge cases (527 toru1es) were auctioned in March and July 
1981 at the sale rates of Rs. 24,940 (cype 'A' ), Rs. 24,830 (type 
' B') and Rs. 24,560 (type 'C') per tonne realising a stim of 
R s. 1.24 crores and that the entire holding (5,449 tonnes)' valued 
at Rs. 13 to 14 crores presently held with the depot was being 
auctioned through the Director General, Supplies and Disposals 
as no local bidder would be capable of taking such huge tonnage. 

The case thus revealed that : 

without firs t exploring the utilisation of fired cartridge 
cases of three types either from the DGOF or any 
outside agency, instructions were issued to store them 
centrally at afilmunitioo depot 'X', thereby resulting 
ill an infructuous expenditure of Rs. 5.52 lakhs in 
respect of types 'A', 'B' and 'C' (6,821 tonnes) 
towards freight, handling, etc. ; and 

a huge stock of about 5,449 tonnes of fired cartridge 
cases (valued at Rs. 13 to 14 crores) had accumulat­
ed for over 7 years, disposal of which was yet 
(September 1981) to be made. 

39. Introduction of a new system of weapon training 1 

ln order to modernise the method of training in field firing 
and to make it more realistic, the Anny Headquarters (Army HQ) 
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proposed (June 1970) a new system of electrically-controlled 
t.a:rget mechanism (ETM) which was expected to result 'in an 
annual saving of Rs. 109 lakhs on ammunition , besides saving in 
training time. 

In July 1970, tJ1e Ministry of Defence accorded sanction to 
the modification of 253 classification ranges and production of 
ETM equipment for introduction of the new method of we~pon 
training under a phased programme (during 1970-71- 1974-75) 
at a total cost cf Rs. 185.24 lakhs (revised to Rs. 202.50 lakhs 
in January 1972) catering for ETM equipment (9,345 numbers : 
Rs. 79.44 lakhs), control panels (446 numbers : R s. 6.24 lnkhs) 
and modification of ranges (253 numbers : Rs. 1 16.82 lak.hs). 
Th is included 27 1 S::!ts of ETM equipment (8,130 numbers at 
30 numbers each) and control panels plus reserve of I .215 ETM 
equipment and 175 control panels. Besides, a recurring expendi­
ture of Rs. 16 lakhs per annum on account of power consumption 
and maintenance staff for• the ranges was also sanctioned. 

T11e man ufacture uf ETM equipment and control panels was 
entrusted to a-n Anny B ase Workshop in November 1970 by a 
Central Ordnance Depot (COD) ; the manufacture was to be 
completed by the end of March 1975. Civil works for modifica­
tion of the ranges were to be execut,cd ilirough tJie Military 
E ngineer Services (MES). 

A review of tJie p rogress of the proje::t carried out by the 
Army H Q in January 1975 disclosed the following : 

2.030 numbers of E TM equipment and 200 control 
panels had only been manufa.ctured due to non­
availability of requisite components/materials from 
suppliers ; and 

civil works for 11 7 ranges had been compfeted, those 
tor 10 ranges were expected to be completed ~y 
:; l st March 1975 and Rs. 109 lakhs had already been 
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spent on these 127 ranges; and work bad not com­
menced in the remaining 12.6 ranges. 

The Army HQ observed (February 1975) that : 

in view of the paucity of funds, work on the mod1-
tication of the existing ranges had not progressed as 
scheduled ; and 

there had been considerable delay in the provis1on1ng 
of aluminium targets and maintenance spares for ETM 
equipment due to procedural bottlenecks and high 
cost of manufacture/ procurement of stores. 

Consequently, the Army HQ issued (February 1975) i.nstruc­
tioos that the project be stopped at the 127 :ranges where civil 
works had been completed or were in progress and the manu­
facture of ETM equipment and control panels be restricted to 
50 per cent of the sanctioned quantities. 

ETM equipment and control panels : On receipt of instructions 
(of February 1975) from the Army HQ, the COD reduced the 
work order for the manufacture of ETM equipment and control 
panels. 3,540 ETM equipment (actu.al cost of Rs. 79.65 lakbs 
against the estimate of Rs. 26.18 lakhs showing an increase of 
204 per cent) and 258 control panels (actual cost of Rs. 3.61 
Jakhs against the estimate of Rs. 2.19 lakhs showing an increase 
of 65 per cent) were manufactured by the Base Workshop during . 
the period 1971-72 to 1977-78 and these were received iu the 
COD during December 1971-November 1977. Out of these, 
1,817 ETM equipment (cost : Rs. 40.88 lakhs) and 95 control 
panels (cost : Rs. 1.33 lakhs) were still lying in stock (March 
1981). 

As a result of curtailment of the scope of the project. orders 
for certain components placed on 5 firms· by the Department of 
Defence Supplies during January 1972-March 1974 were short­
closed (July-September 1975). One of the firms claimed 
compensation (Rs. 11. 77 lakhs) on account of short-closure of 
the order. The matter was referred to arbitration in August 1976 
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and the arbitrator awarded (September 1977) a sum of Rs. 0.55 
lakb in favour of the firm, which was paid on 7th July 1978. 

The completion cost of modifications (civil works) actually 
carrie.d out to 128 ranges (although the project was to be stopped 
at 127 ranges) amounted to Rs. 162.29 lakhs against the estimated 
cost of Rs. 59.10 lakhs (increase of 176 per cent) . · The increase 
in cost was attributed, besides price escalation, to modification in 
design ordered in June 1971 as the original design did not meet 
the requ ired standard, cost of additional works not originally 
contemplated and non-availability of electric supply or low voltage. 
Thus, the total extra expenditure on 3,540 ETM equipment and 
258 control panels and modification of 128 ranges over the 
estimated cost amounted to R s. 158.08 lakhs. 

Against work orders for manufacture of 1,52,695 aluminium 
targets placed by the COD on the Anny Base Workshop during 
January 1974--April 1976, 1,49,265 targets were manufactured 
(up to Nov~mber 1978) at a cost of Rs. 17.91 lakhs met out of 
the COD's normal grant. Oot of these, 69,771 targets (value : 
Rs. 8.37 lakhs) were still held in stock (March 1981) . 

The COD was responsible for the procurement/ stocking of 
maintenance spares of ·ETM eq uipment for issue to the work­
shops/user units. Consequent on reduction in the original scope 
of the project by 50 per cent (in February 1975), spares to the 
extent of Rs. 4.98 lakhs were rendered surplus (31st March 
1981 ) . 

The Ministry of Defence stated (lDecember 1979, August 1981 
and November 1981) that : 

escalation in cost of ETM equipment, control panels 
and modification of ranges was a natural phen~ 
menon; 

the balance stock of ETM equipment and control 
panels held in the CQD was due to reduced demands 
from the user units ; and 

... 
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ETM equipment and control panels were issued for· 
all the 128 ranges (where a total of 131 sets of ETM 
equipment were installed) which were functional and. 
the purpose of training was being fully served. 

The following arc the main points that emerge : 

The excess expenditure (over the sanctioned esti­
mates) due to escalation in cost on manufacture of 
ETM equipment, control panels and modification of 
ranges amounted to Rs. 158.&8 lakbs, which had not 
been regularised (March . 1981) by Governmen t. 

1,8 17 ETM equipment (value : Rs. 40.88 la.k11S) and 
95 control panels (value : Rs. 1.33 lakh'i) manu­
factured were lying in stock (March 1981) with the 
COD. 

69,771 aluminium targets manufactured (value : 
Rs. 8.37 lakhs) were still held in stock (March 
1981). 

Against the IJ!inirnum requirement of 3.930 ETM 
equipment for 131 sets (at · 30 numbers each) 
installed at 128 ranges actually commissioned (at 
30 numbers each), only 1,723 numbers (out of 3,540 
numbers ;nanufactured) were issued up to March 
1981. Thus, the modified ranges have been equipped 
with ETM equipment to the extent of about 44 per 

cent of that envisaged in the scheme and are yet 
stated to be functional. This is indicative of the fact 
that requirements were over-estimated at the time of 
framing the scheme and were not reviewed even when 
the scope of the scheme was curtailed in February 
1975, thereby resulting in an avoidable expenditure 
of Rs. 50.59 lakhs on the excessive manufacture of 
various items of equipment. 
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AIR FORCE 

AO. Spares of aero-engines rendered suq>lus 

In October 1975, an Air Force Equipment D epot carried out 
a provisioning review for determining the quantum o'f spares 
required by a Base Repair Depot for the overhaul of aero­
engines of a particular type of helicopter. T his review was b,ased 
on the repair task of 148 overhauls for 5 years ( L 976-77 to 
1980-81 ) , which was notified (October 1975) by the Air H ead­
quarters (Air H Q ) with the approval of the Ministries of 
D efence a nd Finance (Defence). 

On the basis of the above review, !he Air HQ placed 
(January 1976) an indent on a foreign supplier for tl1e supply 
of 196 items of spares at a total cstim;ated cost of Rs. 30.05 
lakhs. The supplier, howe.ver, agreed (11th October 1976) t0 
supply only 180 items ( including 162 items at enh'anccd cosl) at 
a total cost of R s. 96.9 1 lakhs. The escalation in cost was attri­
·buted to ( i) i ~cms in q uestion being out of production and have 
to be produced speci.ally against the order and (ii) considerable 
increase in prices in the international marke t. At the in tance of 
the Air HQ, the E quipment Depot carried out a special review 
of 67 (out of l 62) items offered by the supplier at enhanced 
cost and suggested (December J 976) cn nccllation of 9 items and 
reduction in the quantit ies of 2 items. HoweV':::r, on a fu rthl!r 
review (February 1977) of the requirements of sp.ares in the 
light of the current task of 123 overhauls for the period 1977-78 
to 1981-82 (which had meanwhile been approved and notified 
on 5th October 1976) , the Air HQ cancelled 7 items a nd effected 
reduction in quantities of 13 items. The estimated value of the 
reduced indent ( taking into account escul.ation in cost) worked 
·out to Rs. 78.09 lakhs. 
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Contract for only 158 items was concluded (April 1977) at 
a cost of Rs. 79.44 lakhs. All the items contracted had been.. 
supplied by May 1978 except one item (parUy) valuing Rs. 0.34 
lakh, the cancellation of which was taken up with the supplier in 
June 1980. 

Out of the spares valued at Rs. 79.10 lakhs supplied, spares 
valued at Rs. 33.13 lakbs only could be utilised on the overhaul 
of 24 aero-engines during 1977-78 to 1980-81 (October 1980) 
as against the approved task of 108 (out of 123) overhauls, 
thereby rendering spares valufog Rs. 45.97 lakhs surplus. The 
shortfall was attributed by the Air HQ to the non-availability ot 
certain other critical/essential spares. 

Meanwhile, the Air HQ had decided (January 1980) to 
phase out the helicopter from 31st August 1981 and the phasing 
out plan was issued (June 1980) accordingly. 

Thus, an ~ver-assessment of the task of overhauling aero­
engines resulted in spares, valued at about Rs. 46 Lakhs, being 
rendered surplus to requirements with little possibility of their 
being utilised in future in view of the phasing out ot the helicopter 
from 31 st August 1981. 

41. Inordinate delay in sanction of a project 
In. September 1965, the Ministry of Defence sanctioned the 

formatio n of an Air Force Unit (unit 'X') a t station 'A' in an 
Air Command on temporary basis. Pending finalisation of its 
permanent location, the unit was accommodated in buildings allot­
ted by the Central Public Works Department (CPWD). The need· 
for , the location of the unit on a permanent basis in this Com­
mand was accepted by the Ministry in October 1965. In Decem­
ber 1967 i.e. after 2 years, it was decided to locate the unit (on 
a permanent basis ) at station 'B' in the same Air Command. 

In July 1968, the Ministry accorded ex-post facto sanction to, 
the hiring of 196 CPWD quarters (including 4 garages) on rental 
basis from October 1965 to December 1968 or till unit 'X' re­
rn~.ined at station 'A', whichever was earlier, for accommodating· 
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the officers and airmen of the unit. Io April 1970, sanction 
was accorded by the Ministry to the acquisition of 605 acres of 
requisitioned/hired land at a cost of Rs. 58 lakhs for meeting 
the permanent requirements of unit 'X' .as well as another unit 'Y' 
at station 'B' (where unit 'Y' was already located). Against 
th.is, 552.5 acres of land was processed for acquisitio~ ; of which 
469 acres were acquired at a cost of Rs. 65.02 lakhs in March 
and June I 971 , another 72.5 acres. were acquired in December 
1980 and the balance 11 acres were in the process of acq uisition 
(January 1982). 

In October 1970, a Board of Officers assessed the works 
services for units 'X' and 'Y' at station 'B'. However, pending 
approval of permanent Key Location Plan (KLP) for unit 'X'. 
the recommendations of the Board were not progrcs~d. 

In the mwantime, thcl'Ai r HeadquartC...'TS explored the possibili­
ties of locating unit 'X' at anotl1er station 'C' (instead o'f sta­
tion 'B' ),. but it was finall y d ~cided (August 1973) to locate this 
unit permanently at station 'B' ;:ts it was found that adequate/ 
suitable land was not available at station 'C'. Thereafter, the 
Ministry accorded {January 1974) sanction to the location of 
unit 'X' ;ait station 'B' on a permanent basis and for its conti­
nuance at station 'A' till it mo.ved to its pennanent location. 

A second Board of Officers was held (F ebruary 1975) to 
plan works services for locating units 'X' and 'Y' at station 'B'. 
No action on the recommendations of this Board was, however, 
taken as the feasibility of locating unit 'Y' at another station 'D' 
was being explored. It was ultimately decided in August 1976 
that b :>th the units 'X' and 'Y' would be located permanently 
at station 'B' . 

A third Board of Officers was held in January 1978 to 
decide the phasing of the project. Thereafter, pending finalisa­
tion of the project estimates, a 'go-ahead' sanction for Rs. 10 
fakhs was accorded (November 1978) by the Ministry for pro-

~visioning, advance planning, collection of stores, site clearance, 
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etc. o'f works services for the provision of administrative, techni­
cal, storage and domestic accommodation. The o,verall cost of 
the .ijfOject was estimated at Rs. 350.95 Jakhs in March 1980 
and the work was expected to be completed in phases. Phase I 
of the project costing Rs. 131.32 lakhs was approved by the 
Ministry in February 1981 and was expected to be completed in 
about 4t years. 

During the intervening period continued hiring of the CPWD 
quarters at stat ion 'A ' was sanctioned from time to time; the last 
sanction covering the period up to 31st December 1981 was 
issued in May 1981. Hiring of furniture for unit ·x· from 
November 1965 to July 1972 involving expenditure of Rs. 1.29 
Jakhs was also sanctioned from time to time. 

Moreover, the delay of nearly 11 years in finalisation of the 
permanent loc.ation of unit 'X' resulted in 469 acres of land 
acquired at station 'B' during March-June 1971 at a cost of 
Rs. 65.02 lakhs remain ing unutilised for about 9 years. 
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