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PREFACE 

A reference is invited to prefatory remarks in Part I of the Report of the Comptroller and Auditor Gene-

ral of India, Union Government (Commercial), 1989 wherein mention was made that this report will be 

pre ented in se-veral parts. 

2. This Part contains points of intere t noticed in purchase and operation of helicopters by Pawan Haa 

Ltd. 

(iii) 
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OVERVIEW 

This Audit Report contains a review on purchase 
and operations of helicopters by Pawan Hans Limi­
ted. The significant Audit findings are summarised 
below · 

I. The Hdicopter Corporation of India (now 
Pawan lfan · Limited) was incorporated on 15th 
October 19X5. Prior to the formation of the Cor­
poration and as early as 1977, the long-ter:n require­
ments of (j,\IGC and IAF for helicopters wert ex3-
mined by <:: Committee of Secretaries. The•·eafter, a'1 
expert committee of IAF and ONGC short-listed the 
following helicopters after examining the helicopters 
available world wide 

(i) SA 365 -~ (Dauphm) manufactured by 
Aero spa tialc, F ranee 

(ii) S. 76-manufacturec.I by M/s. Si.k.or:.ky, 
U.S.A. 

(iii) Bell 412-manufacturec.I b) Bell Helicop­
ters, USA. 

Sub:sc~1ucntly, the list was enlarged to 
WG-30 helicopter, which was still under 
mcnt b) M/<:.. Westland U.K. (Para 2.1.1.) 

include 
develop-

11. A Negotiating Committee under the Chair­
manship of Defence Secretary invited detailed oilers 
from the four manufacturers in October 1982. Eva­
luation trials of these helicopters (other than West­
}and) wer:.: conducted in January/February, 1983. 
I hey were found technically acceptable. A Proto­
type of Westland helicopter was o:fferred for evalu­
ation in September, 1983 and a production mcdel 
could be brought to India for fught trials only in 
De~e~ber, 1?84. This delayed the procurement 
dec1s10n cons1derably. The final decision on this 
proposal, which was initiated in 1977. could be taken 
only in March, 1986. In the meantime. ONGC con­
tinued to hire helicopters from foreign suppliers for 
its offshore operations (Pam 2.2 and 2.3.1.). . 

III. During flight trials on prototype of Westland 
helic?pt~r conduc.ted in September/October, 1983, 
ccrta10 1nadequac1es were observed which Mis. 
Wes~land assured to rectify them in their final pro­
duction model. The Negotiating Committee did not 
favour the Bell and Sikorsky helicopters of U.S. 
ong10. on th~ plea that there could be problems of 
ensunng umterrupted product support. The Ne­
gotiating Committee also noted that the total project 
cost of Dauphin was the least and the cost of West­
land the hi.ehest (Para 2.3.2 and 2.3.3.). 

IV. The U.K. Government had offerred earlier a 
grant of £65 million for Westland. The French Gov­
ernment offered French Economic Aid and 6 heli-

S/19 C&AG/90-3 
(v) 

LOpters free of cost for Dauphin helicopters. I'he 
initial c.ipital cost of Westland package stood kss 
b; Rs. 20.37 crores, compared \\ith the Dauphin. Th .. 
i\egotiating Committee, recommended (March. 1984) 
purchase of Dauphin helicopter on technical, opera­
tional, safety and life cycle cost considerations and 
the Ministry of Defence endorsed (May, 1984) this 
recommendation. However, based on the suggestion 
of the Ministry of Finance to reconsider the recom­
mendation mainly on the ground tha~ the 
saving in the capital cost of Westland helicopte1• would 
off-set its higher operating cost, the flight evaluation 
of the production model of the Westland was also 
carried out 

The production model arrived in December. I 9l-14 
<1nd flight trials with production model undertaken in 
sequel to the suggestion of the Ministry of Finance 
brought out that the said helicopter did not mcvt the 
following technical requirements. 

(i) Zero risk during take-off. 

(ii) Minimum pay-load. 

The British. Government subsequently offerrcd (June 
1985) a subsidy of £ 2. 75 million per year for 14 
years amounting to £ 38.5 million (Rs. 61.62 crorc<;) 
to compensate the higher operating cost (Paras 2.3.4. 
to 2.3.9.). 

V. Meanwhile, the Helicopter Corporation of Ind1.1 
Ltd. (no\\ Pawan Hans Limited) was decided to be 
form_ed by the Government of India under the admini­
strative control of the Ministry of Civil Aviation nnd 
con_sequently the matter relating to purchase of the 
hel1c<?pter was transferred to them. This Ministry 
c.onst1tutect a technical team consisting of representa­
~1ves of _DGCA, IAF and Indian Airlines to carry out 
fresh tnals on Westland helicopter. The team con­
ducted .trials in September, 1985 and concluded that 
t~e , heltcoptc:r. conformed to the requirements of 'zero 
nsk and. mm1mum pay-load'. As this trial was con­
ducte~ ~1th 9 persons (2 crew+7 passengers) as against 
the ~mmum requ!rement of 10 passengers, another 
technical team agatn conducted flight trials in Novem­
ber 1985 to es~ablish load factor with 13 per·ons 
,aboar~. 'fhe. helicopter was cleared in this trial but 
zero nsk tnal was not conducted again by the team 
on the ground that the same was already done in Scp­
t~m?er, 1985. However, any test to establish 'zero 
risk. factor ca_n not. ~e said to be complete unless it is 
earned out with minimum pay load requirement. 

(Para 2.3.10 to ?.4.4.) 
VT. A;Par~ from six helicopters required for VVrP 

commumcatron squadron of the Air Force. the require­
ment o! ONG~ was initially assessed at 12 helicopters 
~NGC: s requ•r.ement wa<;. ubscquentlv. increased to 
-1 helicopters m June, 1983. A fresh assessment ot 



helicopter requirement \\as again made in 1985 when 
the demdnd of ONGC was increased to 25 and a d1.:­
mand of 17 helicopters for non-oil sector was also pro­
jected for the first time. The Ministry of Civil Avi­
ation proposed (January 1986) purchase of 21 West­
!and hdicopters and 27 Dauphin helicopters (includ­
ing 6 h.:licopters for ir Hqrs.) covering the require­
ments of oil and non-oil sectors (Pam 2.5 to 2.6.2.). 

V ll. The Public Investment Board in March 1986 
after considering the proposal recommended dcquisi­
tion of 25 helicopters for the Oil Sector and 6 Dauphin 
helicopters for the AHQCS, as it folt that the demand 
for the 11011-oil sector had not been established. Thi.! 
PlB noted that the preference of ONGC was for smal­
kr helicopter and that the decision on fleet mix of 
12 Dauphin and 13 Westland helicopters for oil-sector 
ht1d been taken before evaluating their need for diffe­
rent t) pes of helicopters. The Ministry of Civil Avi­
ation, ho\\ever, advocated the acceptance of its pro­
po1:.~1l for acquisition of 42 helicopters in toto. r ever­
thclc~'>. the Ministry of Civil Aviation indicated that in 
case only 21 helicopters were to be bought, its pre­
ference would be for Dauphin helicopter on techno­
cconomic and operational considerations. The Gov­
ernment finally decided to purchase 21 Westland and 
27 Dauphin helicopters and the agreements were sign­
ed in March, 1986. The total cost of the helicopters 
was Rs. 259 crores ( £ 70 million and FF 547 million) 
(Paras 2.6.3 to 2.7.3). 

VIII. Out of the .+2 helicopter~ received by the 
company for its own oixrations, it could hardly deploy 
25 helicopters (as on March 1989). Taking into 
account maintenance reserve at 20% of the regular 
fleet of 39 existing helicopters as on 31 March 1989, 
the Company hJs at least 6 helicopters ~urplus to ib 
requirement. TI1is has resulted in extra expcnditur.: 
lo th.: extent of Rs. 33.68 crore. In addition, the six 
helicopters costing Rs. 25.77 crore, which were pur­
chased for Air Headquarters Communication Squar­
dron and which the Ministry of Defence ultimate!) 
d.:clincd to <1ccept, are ~1lso lying idle from Deccmb.:r. 
1987 (Para 3.1 to 4.2). 

IX. As against the average utilisation of 100 hours 
per month envisaged in the Project Report, the actual 
utilisation of Westland helicopters was around ..io 
hours and tlrat of Dauphin helicopters 55 hours per 
month during the period from September, 1986 to 
March 1989. The Company stated that the average 
utilisation of helicopters depended upon the require­
ment of customers. However, in tern1s of flying hour' 
the compan) was able to fulfil the demand of ONGC 
tn the extent of 86% and 98% in the ca..,e of Westland 

and Dauphin helicopters re~pcctively. As regards the 
contractual demand of ONGC for Bombay off-shore 
in terms of number of days for which helicopters \\ erl! 

' required to be provided by Pawan Hans, the level of 
. <ll1sfacti on was 72 per cent in case of Westland and 
90 per cent in case of Dauphin du ring 1988-89. This 
ncc.:s: ;lated ONGC hiring helicopters irom Indian .r 
Force ranging from 30 hours to 130 hours a month. 
It wuuld thus be observed that 1lthough the company 
had surplu:. helicopters, it could .10t mc~t the dema11d 
of 0 1 'GC fully at Bombay (Paras 5. 1 to 5.4). 

X. Westland helicopters experienced 342 report­
able defects and six Westland helicopters were 
!!rounded for 20 times each for such defects between 
-December, 1986 to March 1989; there were 46 re­
portable defects in Dauphin helicopters over the :.ame 
period of time. The incidence of unscheduled repair 
works out to one after 51 hours of flying in the case 
of Westland and 619 hours of flying in case of Dau­
phin. Manufacturers took unduly long time in re­
pairing engines which were withdrawn prematurC'ly. 
Ten engines in case of Westland and three engines in 
case of Dauphin took more than six months for re­
pair. While the cost of maintenance and repair per 
flying hour was initially estimated (February 1986) 
at Rs. 5901 for Westland and Rs. 3981 for Dauphin, 
it subsequently increased considerably and was esti­
mated oy the manufacturl!rs (February 1989) to be 
R'. 21588 for Westland and Rs. 9375 for Dauphin. 
The company has lost three helicopters due to acci­
uents upto March, 1989. Two of these helicopters 
were We~tland and one Dauphin. (Paras 6.1 to 
6.4, 7.2, 7.4 and 8) . 

Xl. In the original Public Investment Boa~·d 
proposal the Company hall estimated a Joss of s . .+.30 
crores in the first year of its opc1«1ti, n .ind profits 
thc1 LClftcr. As against this, the Company has incur­
red a lo'-s of Rs . 7 .12 crores in the year 1986-87 and 
Rs. 7.44 crores (provisional) for 1987-88. A Joss 
of Rs. 7.89 crores is estimated during 1988-89 ::nd 
there is no possiblity of the Company breakin~ C\'Cn 
in the near future (Para 9.2). 

XII. I he Coanpany is constrained by a severe 
,11ortagc of piloh and engineers. As against O:m­
pany 's re-iuiremcnt of 140 pilots and 73 .::ngine~r • 
the\. haJ ualy 92 pilots and 20 engineers in p0siHon 
(March 1989). Due to acute shortage of engin.:-er~. 
the Compal1\ is [orced to obtain temporary e".Lmp­
tion from Dfrector General of Civil Aviation f·1r 

allowing its technicians to sign fii~ht release 
certillcatc:'i. (Para 11. l & 11.2) 



A REVIEW ON PURCHASE AND OPERATIONS OF HELICOPTERS BY PAWAN HANS LIMITED 

1. Introduction 

The Helicopter Corporation of India Limited was 
formed in October, 1985 and subsequently re-named 
as Pawan Hans Limited. Initially, it was formed 
primarily to meet the overall requirement ·of the Oil 
Sector with helicopter support services to meet the 
needs of Oil and Natural Gas Commission which bad 
till then relied mostly on foreign charterers and 
Indian Air Force for these services. The Company 
was also to operate scheduled/ non-scheduled services 
in inaccessible area and difficult terrain and provide 
inter-city transportation and tourist cl}arters. The 
Company acquired 42 helicopters during 1986-88 
for the above operations; 6 helicopters were also 
also acquired for Air Headquarters Communication 
Squadron. The salient features noticecl bv Audit 
during the study of the selection and purchase of heli­
copters, their deployment, utilisation, repair and 
maintenance are given in the succeeding paragraphs. 

2. Acquisition o~ Helicopters 

2.1 Preliminary selection 

2. l .1 Long-term requirements of providing support 
for off-shore operations of the ONGC as well as the 
requirement of helicopters for VVIP communication 
squadron of the IAF were examined by a Committee 
of Secretaries in 1977. The Committee recommended 
that JAF should provide helicopter support to off-shore 
operations of the ONGC on a long-term basis and a 
common twin-engined helicopter suitable for meeting 
both ONGC requirement as well as the needs of VVIP 
transportation be procured and placed at the dispos·al 
of the IAF for meeting these commitments. Accord­
ingly, IAF and ONGC jointly finalised their require­
ment which was to form the basis for selection of 
helicopters by a joint IAF and ONGC Committee. 
This Expert Committee examined the helicopters avail­
able world-wide - and narrowed down its choice (in 
June/ July, 1980) to the. following three helicopters:-

1. SA 365 N (Dauphin)-manufactured by 
Aerospatiale, France. 

2. S 76-manufactured by M/s. Sikorsky, 
USA. 

3. Bell 412-manufactured by Bell Helicopters 
USA. ' 

Subsequently the list was enlarged to include WG-30 
helicopter offered by M/s. Westland. The WG-30 
helicopter was thea still under development. 

2.1.2 A. proposal for procurement of 6 helicopters 
for the Air Headquarters VVIP communication re-
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quirements and 12 helicopters for ONGC was ap­
proved by a Cabinet Committl!e in August, 1982. 
Subsequently (June, 1983) the ONGC's :-equireroent 
was increased to 21 helicopters. 

2.2 Calling for tenders 

It was decided that a Negotiating Committee under 
the Chairmanship of Defence Secretary be constituted 
for procurement of helicopters. The Committee, in 
October, l 982, invited the four manufacturers to sub­
mit their detailed offers, covering commercial and 
technical aspects. They were also asked to position 
their helicopters in India for flight evaluation. The 
technical requirement;; were specified by Air Head­
quarters in a document called the Air Staff Require­
ment (ASR 1/79), which contained the parameters 
against which the suitability of helicopters could be 
evaluated. The main features of the ASR communi­
cated to the manufacturers, were that the helicopter 
should: 

(a) be able to carry a minimum of 10 passengers; 

(b) have a cruising speed of not less than 185 
Km. per hour; 

(c) have a gross weight of 5 tons; and 

(d) be able to climb away with a: height loss 
of not more tha.n 15 metres in case of 
engine failure at transition. It should be 
capable of continuous cruise at 610 metres 
above mean sea level and carry out a safe 
single engine landing on deck. (Single engine 
performance). 

2.3 Eva(uation-technicai and financial 

2.3.1 The evaluation trials of the helicopters of all 
manufacturers except that of M/s. Westland were 
conducted in India during the months of January/ 
February, 1983. They were found technically accept­
abl.e. M/s Westland _could !l°t, hcwever, -ctl"ing their 
helicopter for evaluat10n as 1t was still under develop­
ment. They offered a prototype of WG-30 for 
evaluation in India. d~ring the last week of Septembe•, 
1983. The Negotiating Committee thus waited for a 
period of 7 months even for the prototype of WG-30 
to be brought to India. But the production model 
could be brought to India for flight trials only in 
December, 1984. Consequently the procurement deci­
sion was considerably delayed. In the event the final 
decision on a proposal, which was initiated in 1977, 
could be taken only in March, 1986. In the mean­
time, ONGC continued to hire helicopters from 
foreign operators for its off-shore operations. 



2.3.2 The WG-30 prototype was brought for 
flight evaluation from 26-9-1983 to 3-10-1983. Cer­
tain inadequacies observed in the prototype were 
detailed in the evaluation report. M/,s. W~tland, 
however, assured that these deficiencies, would be 
rectified in the final production model. The evalua­
tion team felt that removal of such defects would be 
checked when a suitable production model of helicop­
ter was made available. Subject to verification of the 
claimed improvements, WG-30 was considered suit­
able for the ONGC off-shore ancl VVIP executive 
roles. 

2.3.3 The Negotiating Committee in October, 1983 
discussed the offers from the four manufacturers. The 
Committee, however, noted that while Bell and Sikor­
sky had offered very good delivery schedules and were 
proven helicopters, there could be problems of en­
suring un-interrupted product support, as had been 
experienced in some equipments of US origin. The 
Committee further noted that the tot-al project cost 
as per quotatjon was least for Dauphin SA-365 N 
and highest for WG-30. But since Westland was 
accompanied by a grant from Overseas Development 
Assistance, the choice was narrowed down to WG-30 
and Dauphin. 

2.3.4 It may be mentioned that UK Government 
had offered to cover the procurement of WG-30 heli­
copters by an outright grant from the ODA, which 
made the procurement of Westland helicopters finan­
cially attractive. In order to remain competitive, the 
French Government -also offered in January, 1984 that 
he entire transaction could be covered under French 
Economic Aid and -also aJrreed to provide 6 VVIP 
helicopters free of cost. The salient features of 
p<lckages offered by the two manufacturers wer::· as 
under: 

(March, 1984) 

Westland Dauphin 

(£ in million) (FF in million) 

(Rs. in er res) (Rs. in crores) 

for 27J for 27 

helicopters helicopters 

Package cost £ 87.44 FF621.599 

(Rs. 134. 33) (Rs. 79 . 57) 

Grant element £ 65 . 00 FF 192. 696 

(Rs. 99.84) (Rs. 24. 67) 

,.ie± value of package £ 22. 44 FF428. 903 

(Rs. 34. 53) (Rs. 54. 90) 

Differential in capital cost Rs. 20. 37 crores. 

2 

2.3.5 In Moarch, 1984 the Negotiating Committee 
unanimously recommended purchase of the Dauphin 
SA 365 N for both VVTP and ONGC operations on 
technical, operational, safety ·and life cycle cost con­
siderations. It was noted by the Committee that 
WG-30 had presently CAA* certification for opera­
ting only in temperate climoates. Full flight CAA 
clearance was a pre-requisite to procurement in view 
of Indian conditions. It was also mentioned that for 
VVIP operations the Air Force wanted only a proven 
helicopter and WG-30 despite its more comfortable 
cabin arrangement, would not be as suitable as Daup­
hin. It was noted by the Committee that the operating 
cost of Westland fleet was considerably higher than 
that of Dauphin (Rs. 3. crores per annum) and there­
for the advantage in its procurement cost (Rs. 20.37 
crores) would be set off within a period of less than 
7 years by its higher operating cost. Based on the 
recommendations of the Negotiating Committee, 
Ministry of Defence recommended purchase of Daup­
hin helicopters in May, 1984 and SO\,lght the con­
currence of the Ministry of Finance. Ministry of 
Finance, however, felt (June, 1984) that the Ministry 
of Defence should reconsider the recommendations 'JS 
there would be saving on capital cost of Westland 
helicopter which will offset its higher operating cost. 

2.3.6 On re-examination, the Ministry of Defence 
expressed their view (June, 1984) that if Westland 
helicopter is to be purchased it should be inter alra 
subject to following conditions : 

(a) procurement action would be undertaken 
only after full envelope flight certification 
has been obtained by M/s. Westland by 
September, 1984. 

(b) a production model of WG-30 should be 
immediately brought to India for flight 
evaluation. Purchase action would only 
follow evaluation of the production model. 

2.3.7 The production model of the helicopter was 
brought to India in December, 1984 for fl ight evalua­
tion after full envelope flight certificate was obtained 
from CAA (UK) in November, 1984. The flight 
evaluation was conducted at Bombay from 14th to 
20th December, 1984 by an Indian Air Force team. 
Certain deficiencies were noticed during evaluation and 
brought to the notice of M / s. Westland during the 
period January to April, 1985. The helicopter fell 
short of requirements in the following two technical 
areas : 

(a) the trials showed that there was a risk period 
of 3-4 seconds while taking off from a off­
shore pl11tform in case of a single engine 
failure; and 

(b) the WG-30 was also not able to lift 10 
passengers under ISA plus 20°C conditions. 
It could only lift 9 passengers. 

*Civil Aviation Authority, UK. 

t 
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Subsequently on 22nd April, 1985 the Air Head­
quarKrs informed M/s. Westland that the helicopte::r 
ctoes not meet the stipulated parameters of the A.~d . 

2.3.8 The Government of India was informed on 
27-4-1985 that Westland had establ!shed after iurther 
fl ight trials in Britain that the '"zero risk ' ould be 
ac.t11eved at weights and temperatures required by 
means of a slightly modified take-off procedure from 
the rig. The UK Civil Aviation Authority had given 
its approval. to this procedure ·and the fught manual 
was being amended accordingly. It 'i as further claimed 
that WG-30 could perform the full ONGC mission 
and could cany 10 passengers to an off-shore plat­
form. 

2.3.9 The matter was again examined by Air Head­
quarters and they reiterated (May, 1985) the stand 
taken earlier that M/s. Westland were not able to 
demonstrate "zero risk" during trials in India and that 
th.is deficiency was accepted by them during discus­
sions. It was also pointed out that the manufacturers 
had accepted that a pay load penalty was unavoidable 
to bring the risk period to zero. Further the mission 
weight calculated by Westland was incorrect and 
maximum take-off weight would be less than the 
mission weight calculated by M/s. Westland. In view 
of the technical snag in WG-30, a question arose 
whether negotiation with M/s. Westland should con­
tinue. The Ministry of D fence was advised in J uue 
1985 that dialogue might continue. 

While the dialoct~ for suitability of WG-30 was 
going on, the British Governme1't came out 
l25-6-1985) with an additional offer of subsidy of 
£ 2.75 million per year for 14 years (commencing 
from 7th year) amounting to £ 38.5 million (Rs. 61.62 
crores) which would compensate the additional opera­
ting cost of this helicopter over its life time. The 
proposal was examined in consultation with Ministry 
of Finance, who suggested that it would be preferable 
to receive a lump-sum payment amounting to £ 11.4 
million (Rs. 18.3 crores) on account of difficulties in 
implementation of the proposed arrangements involving 
a period of 20 years. The Ministry of Finance further 
amplified that the question was not so much of com­
pensation of the additional operating cost or Westland 
helicopter but the Ministry of Defence should first 
satisfy itself about technical soundness and safety of 
the helicopter. 

2.3.10 Meanwhile the Government decided to form 
a separate corporation for helicopter support services 
under the administrlltil:'._e control of Ministry of Civil 
Aviation, (the corporation named Helicopter Corpora­
tion came into effect in October 1985). It was also 
decided to transfer this exercise relating to purchase 
of helicopter to Ministry of Civil Aviation. 

2.4 Fresh Flight Trials 

2.4.l Thv Ministry of Civil Aviation const:tuted a 
technical team consisting of the representatives of the 
Director General of Civil Aviation, test pilots from 
H .AL;Jndian Air Force and Indian Airlines to carry 
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out fresh flight trials of WG-30 after some 111odin­
cat10n had b~en mad_e by the manutactu er. 1 he UJ<hS 

w re earned out on 12th September, 19~5 at Bombay. 
'1 he team concluded that : 

(a) WG-30 is considered well within lin1its to 
pertorm trom a zero risk for a t-ak -ott rruw 
the heticopt r rig in case of one eng.m: 
failure; and 

(b) WG-30 can carry a m1mmum pay load 
requirement of 10 passengers for a standard 
mission profile. 

2.4.2 It may be m~ntioncd that this test was carried 
out with 9 persons (2 crew + 7 passengers) on board, 
whereas ONGC mission requirement was for a mini­
mum of 10 passengers. As the ONGC requirement 
stipulated that the helicopter should carry 10 
passengers with their normal baggage to a rig 100 
nautical miles away and return to the base without 
having to re-fuel at the rig, it was decided by the 
Ministry of Civil Aviation to carry out a further test 
with ~ul!- comptelllent of crew and passengers on board, 
associatmg the members of the team that conducted 
S.:ptember 1985-trials. 

. 2.4.3 Accordingly, on 21st November, 1985 flight 
tnals were co.nducted by another technical team \V!th 
13 persons on board. fhis team concluded that the 
Westland helicopters met the requirement of ONGC 
in respect of load factor. The team however did . ' , 
not carry out tnals to establish "zero risk" factor as 
it felt that the same had already be n done in the 
il'ght trials of September 1985. 

The. Ministry in reply to draft audit review sug­
gested m January 1990 that the last sentence of this 
para might be substituted as under : 

"The team. in their report, observed that the 
maximum take-off and landing weight at the 
ri~ und~r category 'A' which takes engine 
farlurc mto account a; zero speed is res­
tncted to 11 ,500 pounds and that since 
zero speed safety test at a higher all-up 
weight of 11,900 pounds had already been 
done during trials in September 1985 this 
test was not considered necessary." ' 

The audit is for obvious reasons unable to agree 
with this view. The trials of 12-17-1985 and 
21-11-1985 ~ad the following features: 

12 .9.85 ' 9 passengers µ,clu- ' 'zero risk' 
, ding crew (Load fa- , test carried 

ctor stated to be out. 
I 11,90() lbs . . 

21.11.85 , 13 passengers incl-, No 'zero 
uding crew ( Load risk' test 
factor stated to , carried out. 
be 11,500 lbs . 

Firstly, it is not clear bow the load with 13 passen­
gers on board could be only 11,500 pounds whereas 



the load with 9 passengers on board is stated to be 
11,900 pounds. Secondly there has been no test of 
b?th the load and 'zero risk' factors in one single test 
fti~t; only one aspect has been tested at one tm1e. 
Thudly, the requirement of the ONGO was in terms 
of minimum ten passengers with baggage and not in 
terms of load factor based on 'average' wei.ldit ot 
passeng~rs. 

2.4.4. From the above it may be seen that the first 
test wh!ch established "zero risk" was carried out 
without the required 10 passengers on board. The 
second test establ ished "load factor" without carrying 
out the "zero risk" test. 

Although the team which carried out the second 
test in November 1985 did not carry out trials to 
establish 'zero-risk' factor on the ground that the same 
was already don~ in _September 1985, it has to be 
ac~~ted that safety 1s a very critical requirement in 
aviation. Any test to establish 'zero-risk' factor can­
not be said to be complete unless it is carried out with 
minimum pay-load r~quirement. In the circumstances, 
how the Ministry of Civil Aviation or the Air Head­
quarters satisfied themselves about the technical and 
operational suitability of this helicopter is not clear. 

2.5 Fresh assessment of helicopter demand 

While the purchase of helicopters was under -con­
sideration in the Mini:;.try of Defeace, the total demand 
was assessed at 27 helicopters-21 for ONGC role 
nnd 6 for VVJP role. Following the establishment of 
Helicopter Corporation of India, the requirement 0f 
helicopters for the Oil Sector was agajo reviewed. A 
committee under the chairmanship of Managing Direc­
tor of Indian Airlines assessed the requirement of heli­
copter to meet the demand in Oil Sector based on 
w_orkload of March, 1985 as 35 Lelicopters (13 me­
dium, 20 small and 2 for helirigs. Reaardin.,. non-oil 
sect.or, a .F~asiMlit¥ Survey Report w:s prepared by 
Ind_ian A1rlmes which assessed the requirement at 1~ 
helicopters. These estimates were reyiewcd by Minis­
try <:f Civil Aviation and they finally placed the 
requirement of the non-oil sector at 17 and 
oil sector as 25 helicopters making the total demand 
ol 42 helicopters. In addition, 6 helicopters were 
needed for VVIP communication squadron of the 
Indian Air Force. Demand for non-oil sector was 
thus considered for the first time at this stage. 

2.6 Deliberations of Public Investment Board 

2.6. l A memorandum containing detailed proposals 
for purchase of 21 Westland and 27 Dauphin heli­
copters for conside~ation of the PIB was initially pre­
pared by the Department of Civil Aviation in January 
1986. 

2.6:~ A numb_er of issues were raised by the variou 
appr~1smg agencies in the pre-Public Investment Board 
meetn~g held on 18th February, 1986. Jn the lig!1t 
of their comments, the PIB memo was suitably revised 

and the approval of PIB was sought on the followin " 
proposals : 

0 

('1) Acquisi~ion of 21 Westland-30 helicopters 
alongw1th the related spare engines, spares, 
ground support equipment, infrastructural 
facilities, etf. by the Helicopter Corporation 
of India at a total estimated cost of 
Rs. 168.38 crores with a foreign exchange 
component of Rs. 122.50 crores. 

(b) Acquisition of 27 SA 365 N 2 Dauphin 
helicopters alongwith related spare engines, 
s~es, ground support equipment, infrastruc­
tural facilities, etc. from Aerospatiale of 
France at a total estimated cost of 
Rs. 108.57 crores with a foreign exchange 
component of Rs. 82.09 crores, and the 
recovery from the Indian Air Force of tne 
proportionate cost (Rs. 18.24 crores) of 
6 SA 365 N Dauphin 2 helicopters in tb.e 
executive configuration alongwith the related 
spare engiqes, spares, ground support equip­
meq.t etc_ intended for the Air Headquarters 
Communication Squadron. 

Thus the estimated cost of procurement of each 
helicopter, together with related spares was Rs. 8.U2 
crores in case of Westland and .Rs. 4.02 crores in case 
of Dauphin. 

2.6.3 The PIB met on 11th March, 1986 to con­
sider the above P!'Oposal. The PIB felt that the 
demand of 17 helicopters for non-oil sector had not 
been conclusively established. Further, in its view 
the scope of deployment and utilisation of helicopters 
in the non-oil sector, on a commercial basis, appeared 
to be necessarily limited and also mentioned that the 
wetleasing of 17 helicoptersL)btates and Union Terri­
tories could impose a heavy financial burden on them 
(estimated at Rs. 68 crores). The PIB noted that 
while the preference of the Oil and N'1tural Gas 
Commission was for smaller helicopters, the fleet mix 
of 12 Dauphin and 13 Westland helicopters \X/as 
acceptable to them pr'Ovided the lease charges were 
comparable to the rates presently paid by them. The 
PIB also pointed out that the decision on the fleet 
mix had been taken before evaluating the need of the 
oil sector for different types of helicopters. The 
analysis made by the Public Investment Board noted 
that th~ project was economically unviable as its eco­
nomic IRR {Internal Rate of Return) was negative. 
Even after adjusting the grant element for the West­
land helicopters. the economic IRR was onlv around 
5%. 

2.6.4 In view of the above, PIB decided to recom­
mend to the Cabinet the acquisition of 25 helicopters 
for catering to the demand of oil sector and 6 Dau­
phin helicopters for the Air Headquarters Communi­
cation Squadron. The PIB did not make and recom­
mendations for purchase of helicopter for non-oil 
sect?r and decided to leave the question to the 
Cabmet. The Ministry of Civil Aviation strongly 

r 



advocated the acceptance of the proposal in 
toto (27 Dauphin and 21 WestlaP.d). That 
Ministry, however, indicated that in case only 21 
helicopters were to be bought, its preference would 
be for Dauphin helicopter on techno-cconomic and 
operational considerations. 

2. 7 Final decision of the Governnnnt on pattern of 
acquisition 

--- - - ----··-- - - ----

s 

- --- ---- --- --- ----- ----
Foreign £xclia11ge 

J. Acquisitio:i of 21 Westland helicopters and related spares/ground 

2.1.1 The Government finally dedded to purchase 
21 Westland and 27 Dauphin helicopters. Agreements 
for their purchase were signed on 15th March, 19~6 
for Westland and on 31st March, 1986 for Dauphin 
helicopters respectively. 

2.7.2 The following table gives the project cost as 
envisaged in the original PIB memorandum and th~ 
estimated project cost as on March, 1988 in ~he re­
vised cost estimates prepared by the company. 

------ - - ·- - --- ----- ---- -
Original estimates Revised estimates 

Foreign 
exchange 
cost 
(Million) 

Equivalent Foreign 
Indian exchange 
Rupees 
(Crores) 

cost 
(Millions) 

Equivalent 
Indian 
(Rupees in 
Crores) 

Excess(+) 
Saving(-) 

(R •1 pecs in 
Crores) 

support equipm ~nt £65. 00 113 . 75 £65.0J 13J. 97 ( + l 17.22 

2. Rolls Royce spares/ engines etc £5 . 00 8.75 £5 . 00 10. 70 ( + ) 1. 95 

3. 27 Dauphin helicopters (including 6 VVIP )and related spares/ 
ground support equipment . FF 547. 31 82.09 FF 547 .3 1 

204.59 

117 . 41 

259.08 

(+) 35 . 32 

54.49 

Rupee Expenditure 

4. Friegbt & handling 

5. Custom Duty 

6. Other support facilities (hanger, workshop, office furniture etc.) 

Total exp::nditure 

The foreign exchange cost for purchase of heli­
copters went upto Rs. 259.08 crores from Rs. 204.59 
crores mainly due to depreciation in the value of _ 
rupee ' vis-a-vis French Frank and Pound Sterling. 1t 
may, have also to be noted that Government com­
pletely waived the customs duty on the import of 
helicopter and their related spar~ which. resulted in 
a saving of Rs. 65.83 crores for the Company. 

2.7.3 It would thus be noted that: 

(i) The Ministry of Defence was earl ier cJearJy 
of the view, that on technical, operational 
and safety as well as life cyck cost consi­
derations Dauphin was the most 5uitablc 
helicopter. 

- __ --!:..__ 

1. 88 

66.48 

4.00 

276 . 95 

1. 50 

0 .65 

6.87 

268.0 

(-) 0 . 38 

(-)65 . 83 

( -!- ) 2.87 

(-) 8 . 85 

(ii) The ONGC had also shown its preference 
for the Dauphin helicopters and the PIB, 
while considering investment proposal, 
had expressed its reservgtion on the man­
ner in which the fleet mix for ONGC re­
quirement was decided. 

(iii) While the Ministry of Civil Aviation strongly 
ad~ocated the purchase of 48 helicopte.Ft>, 
their clear preference .was for Dauphin on 
tcchno-economic and operational considera­
tions in case only 21 helicopters \:vere to 
be purchased as recommeded by the PIB. 

evertheless, the Government decided to purchase 
21 Westland and 27 Dauphin helicopters. 



3. Deployment of helicopters 

3.1 The Company received all the 21 Westland 
and 27 Dauphin helicopters (including 6 meant for 
VVIP squadron of Air Force) by 31st March, 1988. 
But during the one year period, i.e., between April 
1988 to March 1989, out of 48 helicopters receiv1.d 
it could deploy only 25 helicopters (including 2 heli­
copters med for the purpose of training of pilots and 
Casual Charters). Meanwhile during the one year 
period 3 helicopters crashed on 14-7-1988, 12-8-1988 
and 7-2-1989 (2 Westland and 1 Dauphin) bringing, 
the effective strength to 39 helicopters as on 31-3-89 
excluding 6 VVIP helicopt~s. The deployment as on 
31-3-1989 was as folows: 

Westland Dauphin 

Oil & atural Gas Commission 6 10 

Mizoram Government 1 

Sihkim Government 1 

Nagaland Government 1 

Meghalaya Government 1 

Andaman & Nicobar Islands Admn. 

Lakshadweep lslands Admn. 

Coal India Limited 

Training and Charters 

11 14 

3.2 Iu the original PIB men;iorandum a prov!s~on 
of 12% was anticipated for mamtenance and tramrng 
reserve. However, the Company subsequently con­
tended that it requires 20% of the regular .fleet for 
purposes of maintenance reserve alone. Taking the 
above mlo account, the level of deployment and the 
surplus of helicopters with the Comp~ny as on 
31-3-1989 works out as under:-

Type or No. or No. of et 
beli- beli- heli- avail-
copters copters copters able 

de- avail- after 
ployed able consi-

Westland l l 19 

Dauphin 14 20 

Total 25 39 

dering 
provi­
sion 
of 12 % 

17 

17 

34 

Net Surplus to 
avail- requirment 
able 

after With With 
consi- refer- refer-
dering ence ence 
provi- to to 
sion of 12 % 20% 

20 % reserve reserve 

15 

16 

31 

6 

3 

9 

4 

2 

6 

Thus at least 6 helicopters (at;d th~ir .rela.t~d 
spares) have been lying surplus to its present lC':JUire­
ment resulting in idle investmetn of Rs. 33.68 crores 111 

6 

foreign exchange. In reply the Management of Pawan 
Hans .Qas stated that "based on actual opex:atiJ;i.g con­
ditions in the country, it is likely that he reserve for 
maintenance of helicopters mity have to be increased 
to 30 % " and "they do not anticipate that there will 
be any sizeable number of surplus helicopters" 
(December, 1988). The reply of the company that 
they need a maintenance reserve of 30 % is not ten­
able as the original PIB memorandum bad envisaged 
a reserve of 12 per cent and no organisation engaged 
in aviation business can reasonably afford to have as 
large as one-third of its fleet grounded as 'mainte­
nance reserve'. 

4. Surplus acquisition of 6 Dauphin helicopters for 
VVIP use 

4.1 The PIB Memorandum for the acquisition ot 
helicopters by Pawan Hans Limited in February 
1986 had alse assessed the requirements of 6 Dauphin 
SA-365 N helicopters for the IAF for USt! by the com­
munication squ~dron for VIP/VVIP. After the sign­
ing of the purchase agreement, the Ministry of de­
fence indicated that the limited number of 6 helicop­
ters for VIP /VVIPs would pose .maintenance and 
operational problems and hence declined to accept 
these helicopters and decided to go in fqr MI-17 heli­
copters, The matter regarding proposed utilisation 
of{,SA-365 N Dauphin helicopters for VIP/VVIPs was 
discussed in the meeting held in August 1987 by 
Secretary, Ministry of Civil Aviation where the re­
preventives of the Planning Commission, Ministry 
of Finance, Ministry of Defence and Pawan Hans 
Limited were present. As Ministry of Defence, on 
behalf of whom 6 Dauphin helicopters for VIP:fVVIP 
use wer~ ordered had decided to go in for MI-17 
helicopters, the meeting discussed whether it would be 
feasible to ~mend the purchase agreement so as not 
to buy these six helicopters. It was pointed out that 
since the letter of intent was issued as early as Nov­
ember 1985 and the manufacturers had already gone 
ahead with their production programme, it was too late 
to review the purchase order in August 1987. 

4.2 Therefore these additional six helicopters were 
also allotted to Pawan Hans Limited. The deliveries ot 
the above six helicopters commenced in September 
1'987 and all the helicopters arrived in India by D7· 
cember 1987. The company has stated that tb~se. six 
helicopters are not being u~ed by Pawan Hans Ln~11ted 
and some olher agency will take over these ~ehco~­
ters shortly (December 1988). Thus, these six he~1-
copters acquired at a cost of Rs. 25.77 crores m 
foreign exchange remained idle since December 
1987. 

4.3 The Ministry instruc~ed Pawan. Hans (June 
1989) to transfer 4 of the six VIP helicopters to va­
rious State Governments. Pawan Hans has transfe~red 
two helicopters each to Governments of ~ and B1har 
and one each to Madhya Prade;;h and Gujarat. They 
have however, received an amount of Rs. 8.8.2 crores 
against the sale of two helicopters and are m the 
process of recovering the balance amount. 
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5. Utilisation of the fleet 

5.1 At the project Report stage it was envisaged 
that on an average each helicopter would fly for 

about J 00 hours per month. The monthly flying and 
the cumulative flying done by each helicopter till 
31-3-1989 in respect of both Westland and Dauphin 
helicopter were as under :___.. 

Month/Year Hours 
flown 

------- ---·-------------- - - ---
WESTLAND 

No. of Average 
helico pters utilisation 

per month 

Cumu­
lative 
hours 

Hours 
flown 

DAUPHIN 

o. of Average 
helicopters util isation 

per month 

Cumu­
lative 
hours 

---------·----- ·--------- - --
1 

September, 1986 

October, 1986 

November, 1986 

December, 1986 

January, 1987 

Feburary, 1987 

March, 1987 

April, 1987 

May, 1987 

June, 1987 

July, 1987 

August, 1987 

~ptember, 1987 

October, 1987 

November, 1987 

December, 1987 

January,1988 

February, 1988 

March, 1988 

April, 1988 

May, 1988 

June, 1988 

July, 1988 

August, 1988 

September, 1988 

October, 1988 

November, 1988 

December, 1988 

January, 1989 

February, 1989 

March 1989 

2 3 

12. 55 

J 13 .40 

135 .00 

242.20 

315 . 55 

293. 10 

345.35 

348 . 3S 

432.l O 

483 . 10 

475 .40 

489 .20 

429 .40 

568.35 

678 .20 

776.49 

715 . 51 

666 .4S 

871. 45 

864.40 

903 3 5 

846.$ !> 

648. 30 

713 . 12 

6S7. 00 

605 .4S 

810.30 

757.0S 

844.50 

621. SS 

745.)D 
Average utilisation per 
helicopter per month 

2 

2 

4 

4 

·1 

6 

7 

9 

10 

11 

13 

13 

15 

lS 

17 

17 

17 

19 

21 

21 

21 

21 

21 

20 

20 

20 

20 

20 

20 

20 

19 

4 5 

6.28 12 . 55 

56. so 126. JS 

33 .45 261.35' 

60. 3S 503 . SS 

78 .59 819 . SO 

48 . 52 1113 .00 

49.22 1458. 35 

38.44 1807. 10 

43.lS 2239.40 

43.55 2722.50 

36.36 3198.30 

37.14 3687.50 

28 . 39 4117.30 

37. S4 4686.05 

39.54 5364.25 

45 .42 6141 . 14 

42.05 68S7.05 

3S.05 7S23 .50 

41 . 31 839S . 3S 

41.09 9260.JS 

43 .02 10163.SO 

40.19 11010.40 

30. 53 116S9.10 

35 .40 12372.22 

32. 53 13029.22 

30. 17 1363S.07 

40. 30 1444S.37 

37.S2 1S202.4ll. 

42.13 16047.32 

31 . 0S 16669.27 

39 . lS 17414.47 
40.13 
Hours 

·- ---·----- - - -

6 

SJ.00 

214.2S 

381. OS 

270. SS 

646. 55 

888.lS 

911. 30 

829. 12 

8S9. 28 

916.05 

824.4S 

933.lS 

995.10 

1128. 2S 

1136.20 

1167.5S 

129S .20 

1231. so 

1243.0S 

121s.20 

12S2. IS 

1214. 3S 

1129.40 

1223 .40 

1226.lS 

1418. lS 

1318 . 15 

1171.15 

1379. 3S 

7 

2 

4 

4 

5 

JO 

12 

12 

12 

15 

18 

20 

20 

21 

21 

21 

21 

21 

21 

21 

21 

21 

21 

20 

20 

20 

20 

20 

20 

20 

----- ------

8 9 

2S.30 51.00 

42. 36 265. 25 

9.) .16 646.30 

S4. 11 917.25 

64. 42 1564. 20 

74 .01 2452. 35 

7S . 57 3364.05 

69 .06 4193 . 17 

57. 18 5052 .45 

50. 53 5968. 50 

41.14 6793. 35 

46.40 7726.SO 

47.23 8722. 00 

53. 50 98SO. 2S 

54. 07 10986.45 

SS . 37 12154.40 

61. 35 13450.00 

58 . 39 14681 . 50 

59.17 15924. 5S 

57. 52 17140. 15 

59. 38 J 8392. 30 

57. 50 19607.05 

56. 30 20736.4S 

61.10 21960.2S 

61.18 23186.49 

70. 5S 24604.55 

65 .54 2S923.10 

58.35 27094.25 

69.00 28470.00 

54.86 Hours 



The average utilisation per month from the time 
the helicopters have been inducted into the fleet till 
March '89, has been only 40.13 hour~ in case of 
Westland helicopte1· and 54.86 hours tn case of 
Dauphin as against the standard of 10~ hours per 
month of flyirig as envisaged in the Project Report. 
While accepting this position, the c;=ompan~ has stated 
that the average utilisation of helicopters rn terms of 
number of hours flown is beyond the control of. Pawan 
Hans as utilisation is dependent on ~he 1:eqm.rement 
of custom <:rs. The reply of the company 1mphes that 
the demand projection assessed has tun:1ed out to be 

WESTLAND 

ONGC's Contractual Actual deployment 

demand 

Shortfall 

8 

---.-----
In flying - In In flying In In flying 

Io 
helicopter- hours hours helicopter hours helicopter 

days days days 

2190 7200 1739 . 5 6182 450.5 1018 

From the above it may be seen that Pawan Hans was 
able to fulfil the demand of ONGC to the. extent of 
86% in case of Westland and 98 per cent m. case of 
Dauophin iP terms of flying hours. How~ver m tei;ms 
of helicopt~r days Pawan Hans f~1filled the reqmre­
ment to the extent of 79 per cent. m case of Westland 
and 96 per cent in case of Dauphm. 

5.3 Out of total of 6 Westl~nd and 10 .J?aupbi~ 
helicopters required by ONQC, a. fleet . mix of -
W stland and 8 Dauphin was required daily at Bom­
ba e base. But during 1988-89, Pawa11 Hans was _able 
to yfulfil ONGC's . contractual demand to th~ ex1tent 
f only 72 per cent in case of Westland and 90 per 

~ent in case of Dauphin in terms of number of ?ays 
for which helicopters were req_uired to be. :prov1de_d 
b Pawan Hans. This resulted m ONGC h1rmg helJ­
cbpters from Indi~n Air ~orce ranging from 30 hours 
to 130 hours a month durrng 1988-89. 

5.4 From the above, it would be observed th~t 
although Pawan Hans had a surplus flec.t_ Qf heli­
copters, it was not able to meet full requ11ements of 
ONGC at Bombay. 

6. Repairs and maintenance 

6.1 Out of 21 Westland helicopters and 21 Dauphin 
helicopters which were put to use by 31st M:irch , 
1989 21 Westland helicopters were grounderl for 
reportable defects for a total of 342 times for un­
scheduled repairs. 16 Dauphin helicopters were 
grounded for reportable defects for a total of 46 times 
for unscheduled repairs. 

significantly higher than the actual requirement duririg 
the first 31 months of the induction of the fleet. 

5 .2 While the demand for the Oil Sector had been 
anticipated at 25 helicopters, only sixteen helicopters 
were required upto 1988-89 by the ONGC. Bulk of 
the helicopters were deployed by ONGC for their 
offshore drilling OReI'ations. ONGC's normal demand 
is 6 Westland and 10 Dauphin per day. During 1988-
89 details of ONGC's contractual demand, in terms 
of helicopters days and flying hours and actual dep­
loyment by Pawan Hans during April, 1988 to March , 
1989 were as under:-

DAUPHIN 

ONGC's Contractual Actual deployment 
demand 

In In flying In In fl ying 
helicopter hours helicopter hours 
days days 

3666 12046 3508 . 5 11781 

Shortfall 

In In flying 
helicopter hours 
days 

157.5 265 

6.2 The frequency of occurrence of defect'i and the 
total hours logged from September!December, 
upto 31-3-89 are summarised i:>elow :-

1986 

WESTLAND DAUPHIN 

Number of times Number Total Number Total 
grounded for of heli- incidence of heli- incidence 
defects copters of defects copters of 

wherein wherein defects 
defects defects 
occr.A.rred... occurred 

Upto 10 4 31 16 46 
11 to 15 6 76 nil nil 
16 to 20 5 88 nil nil 
21to25 3 68 nil nil 
26 to 30 3 79 nil nil 

Total 21 342 16 46 

Total fleet of 
helicopters 21 21 
Hours logged 
upto 31-3-89 17,414 28,474 
Average number 
of groundings per 
helicopter 16 .3 2. 9 
Frequency of 
occurrence of 
defects 51 hours 619 hours 

It may be mentioned that 6 Westland helicopters 
were grounded more than 20 times each for un­
scheduled repairs during December, 1986 to March, 
1989. 

r 
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6.3 Out of unscheduled repairs of Westland and 
Dauphin helicopters, the ~osition in rega!d to pre­
mature withdrawal of engmes and cngmes-related 
snags is summarised below. It may be mentioned 
that the engine is designed. on mod.ular coi:icept and 
the various modules have different life rangmg from 
1800-3000 hours. 

Total Inei- Engine Hours Engine 
inci- denee related logged with-
denee of pre- snags drawal 

of mature after 
defects with- every 

drawal/ 
failure 
of 
engine 

Westland 342 65 63 17,414 268 
hours 

Dauphin 46 27 3 28,474 1055 
hours 

Out of 65 engine withdrawal cases of w_estland 33 
engines were sent to the manufacturers M/s. RoJls 
Royce, U.K. for repair and return. Out of 27 en­
gines withdrawal cases of Dauphin helicopters, 15 
engfaes were sent abroad to M/s. Aerospatiale, 
France. 

6.4 It has also been observed that manufacturers 
have taken abnormal time fer repairs and return 
ranging between 2 months to more than 1 year in 
the case of Westland engines and 4 to 12 months in 
the case of Dauphin engine. Brief details of time 
taken aie as under 

Type of engine Bet-
ween 
1to3 
months 

Westland (27) 6 

Dauphin (11) 2 

--------

Time taken for repair and return 

Bet- Bet-
ween ween 
3 to 4 4 to 6 
months months 

5 6 

2 4 

Bet- More 
ween than 
6 to 12 one year 
months 

9 

3 

From the above details, it could be seen that a 
large number of engines (15 in the case of Westland 
and 7 in the case of Dauphin) remained with the 
manufacturers for more than 4 months. It may be 
mentioned that in the contract with Westland the 
company has not made a provision that the period 
for which engines have remained with manufacturers 
for repair should be excluded from warranty period 
S/19 C&AG/90-5 

ot 18 months, with the result that the cost of repairs 
will have to be borne by the company once the war­
ranty period is over. The company /Government had 
subsequently taken up this matter with the manufac­
turers and Mf s. Rolls Royce has agreed in principle 
that period of repair will be excluded from the war­
ranty perioci. 

7. Cost of repairs & maintenance 

7.1 Apart from carrying out the routine checks 
before every flight (which are known, as first line 
servicing) and other minor repairs arising out of de­
tailed inspection after fixed hours of flying (2nd lict: 
servicing), the company is not in a position to under­
take struCtural repairs, major modification, engine 
O\'erhauls and other items which are known as 3rd 
and 4th line maintenance and servicing. Hindustan 
Aeronautics Litµited was asked to prepare a feasibi­
lity-cum-project report for undertaking all the over­
haul activities for both helicopters. This report has 
since been received and is under examination by 
Pawan Hans Ltd. (January 1990) Evec if Hindustan 
Aeronautics Limited was to undertake this task, the 
lead time for establishing these facilities would be ~-4 
years. Till such time HAL develops these facilities, 
the 3rd and 4th line maintenance would have to be 
undertaken by the manufacturers in U.K. and France 
and scarce foreign exchange will have to be spent. 

7.2 All the helicopters are under maintenance 
warranty for an initial period of 18 months from their 
receipt in India. The cost of maintenance and re­
pairs per flying hour was estimated as under :-

Original PIB Memorandum 

(Feb., 86) 

Revised cost estimates 

(July, 88) 

Westland Dauphin 

(Rs.) (Rs.) 

5901 3981 

11200 6300 

7.3 The increase in the repair and maintenance cost 
of Dauphin helicopters is mainly oJl_accoupt of appre­
ciation in the value of French Franc vis-a-vis the 
Indian rupee 62% between Febrnary, 86 and March, 
88), increase in the repairs and maintenance cost of 
Westland helicopters is partly due to exchange fluctu­
ations (39 % increase in the value of pound sterliug 
between February, 86 and March, 88) and partly due 
to hike in the rates of 3rd and 4th line maintenance 
by manufacturers of Westland helicopters and engine 
suppliers M/s. Rolls Royce. 

7.4 The third and fourth line maintenance cost of 
Westland helicopters, which was estimated around 
£ 34 7 per hour in February 1986 had to be raised to 
£ 570 per hour in May, 1988 on the basis of esti­
mates furnished by M is. W(:stland and .MJs. Rolls 
Royce. The revised cost of maintenance z.nd repairs 



for 3rd and 4th line including spar~s for 1st and 2nd 
line worked out by the company at the rates indi­
cated by the manufacturers (February 1989) sto0d 
as under:-

Including Custom Duty @ 18. 45 % 
presently being charged from 

Pawan Hans 

Westland 

Rs. 21588 

Dauphin 

Rs. 9375 

Pawan Hans is presently paying custom duty at 
18.45 % . They have, however, stated that they arc 
requesting Government to reduce the duty to 3 % as 
in case of Indian Airlines. With the reduced duty at 
3% the cost of maintenance would work out to 
Rs. 18772 per hour for Westland and Rs. 8152 ver 
hour for Dauphin. 

8. Loss of Helicopt~rs 

The Company has lost three helicopters due to 
accidents upto ~arch, 1989. Two of these helicop­
ters were Westland and one Dauphin. The reasons 
whether these acc!dents were due to engine failure or 
human error are not yet known. 

9. Capital Structure and Financial Results 

9.1 The company was incorporated on 15th Octo­
ber, 1985 -and registered with an authori d capital of 
Rs. 50 crores. As per the Articles of Association of 
the Company, the equity capital was to be subscribed 
by the President of India and ONGC in the ratio of 
51:49. As on March 1989 the subscribed capital of 
the company was Rs. 50 crores. 

9.2 When the original PIB investment proposals 
were made (January, 1986) it was estimated that while 
the company will incur a loss of Rs. 4.30 crores in 
the first year of its operation, i.e. 1986-87, it will 
start making profit from the second year of its opera· 
tion (1987-88-Rs. 1.66 crores, 1988-89-Rs. 5.07 
crores, 1989-90--,Rs. 6.15 crores, 1990-91-Rs. 7.47 
crores). In. the revised co:;t ~stimates (July 1988) 
it was indicated that on the operations of Dau­
phin there will be a loss in the first five years of 
its operation (Rs. 3.57 crores in J 986-87 and Rs. 2.30 
crores in 1990-91) and Westland in first six years of 
its operation (Rs. 3.55 crores in 1986-87 and Rs. 0.01 
crores in 1991-92) but the two helicopters will start 
breaking even from the year 1991-92 and 1992-93 
when Dauphin wou!d make a profit of Rs. 0.17 lakh 
and Westland Rs. 0.69 lakh respectively. Th_ revi­
sed financial internal rate of return was estimated at 
4.54 per cent as against the rate of return of 16.10 
per cent envisaged in the original proposal. Agaimt 
the above projections in the project report, the finan-
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cial results of the company upto 1987-88 and the 
budgeted figures for 1988-89 are as follows :-

I. Income 
Helicopter hire 

receipts 

Interest 

Others 

Total 

IL Expenditure 

Helicopter 
maintenance & 
Operational 
expenses 

Employees re­
muneration and 
other benefits 

Depreciation 

Insurance 

Obsolescence 
Reserve 

Other (including 
fuel) 

Total 

LOSS 

For the year endel.. (Rs. in lakhs) 

1985-86 1986-87 
(Oct. to Mar.) 

1987-88 
(Provi­
sional) 

1988-89 
(Budget­
ed) 

597.14 3,397.44 5046 74 

0.14 69. 01 94. 92 150. 00 

0.01 0.16 0.18 

0.15 666.3l 3,492.54 5,196. 74 

391.72 1,715 . 31 2,137.29 

0.85 63.87 204.32 405.35 

0.08 556.27 1,089. 52 ll09.41 

144. 07 710.28 902 . 01 

125.36 302.24 343 . 58 

3.41 96.65 215.27 1,088.10 

4.34 1,377.94 4,236.94 5,985. 7.+ 

4.19 711. 63 744.40 789 .00 

The final accounts of the company after the y:.:ar 
1986-87 as certified by the Chartered Accountants are 
not yet available (November, 1989). 

However, the Ministry of Civil Aviation had stated 
(January 1990) that the main reasons for incurring 
losses were rather poor serviceability of helicopters, 
shortage of pilots and technicians and poor availabi­
lity of spares from the manufacturer3. 

10. Insurance of helicopters 

10.1 In June 1987 the Comp-any evolved a scheme 
of Self Insurance for their helicopters with the appro­
val of the Ministry of Civil Aviation as the Company 
felt that the prevalent rates for insuring hull value of 
helicopters were high in comparison with the rates for 
fixed wing aircraft. 

10.2 The total funds available in Self Insurance 
Reserve Account were Rs. 1267 lakhs as on 3 lst 
March, 1989. However, the liability arising out of 
total loss of thrc~ helicopters an<l one mn jor accident 



suffered by the Company during September 1987 to 
March, 1989 was of the order of Rs. 1320 lakhs. 
Thus, against the reserve of Rs. 12.67 crores, losses 
as on 31st March, 1989 were Rs. 13.20 crores wiping 
out the entire reserve. 

10.3 While justifywg Self Insurance Scheme, the 
management stated (April, 1989) that the insurance 
premium of 4.86 per cent accounts for 23 per cent of 
the turnover of the Company and it was one of the 
main considerations which weighed in !he mind of the 
Directors while approving the Self Insurance Scheme. 
The argument does not have much force as even under 
the Self Insurance Reserve Scheme an equivalent 
amount is credited to Self Insurance Reserve account 
and thus Company's financial liability remains the 
same. Further, since investment of Pawan Hans in its 
helicopter fleet is of the order of Rs. 163.80 crores, 
any scheme of insurance must give full coverage to the 
entire investment. 

10.4 After the above lapse in Self Insurance Sche­
me was pointed out by Audit, the Company has in­
formed that the Self Insurance Scheme has been modi­
fied to provide for the ground risk as well as war risk 
and that they have taken insurance cover from Gene­
ral Insurance Corporation from August, 1989 and 
comprehensive insurance from November, 1989. 

11. Shorta~e of trained manpO\·\ er 

11.1 The requirement of trained personnel and the 
position of their availability is given in the following 

New Delhi 
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table .-
Required for 42 Men in position 
helicopters as on 31-3-S't 

Pilots 140 92 

Engineers 73 20 

Technicians/helpers 382 290 

It would thus be seen that there is an acut sh:nt­
age of helicopter pilots, licenced engineers and other 
technical staff. 

1 l .2 Management has ~lated that taking into :.ic­
coun.t the serviceability factor of 80%, 140 pilots are 
required to operat on total of 34 h~licopters which 
roughly corresponds to a ratio of 4: 1. As against this 
only 92 service pilots are available. The acute shorl­
age of eng!neers has forced the company to obtain 
t~mporary exemption from Director General Civil 
Aviation for allowin'g its technici'ans (who are experi­
enced ex-servicemen) to sign flight release certificates. 

11.3 A doubt abqut availability of trained p~rson­
nel for manning all the 48 helicopters was also raised 
in the PIB meeting held in March, 1986. The com­
pany had -also admitted this serious constraint in its 
mid-term appraisal of the Seventh Plan. But for the 
slackness in demand for deployment of helicopters 
non-~vailability of trained pilot would have proved 
a major bottleneck in the effective utilisation of these 
helicopters. 

~-1~1~.;7~ 
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