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Report for the year ending Maljch 2000 has been prepared for submissfon to the President 
under Artide 151 of the const~tution. It relates mainly to matters arising .from test audit 
of the fihandali transactions off Ministry of Defence, Air Force, Navy, Coast Guard and 
associated Defence Research] and Development Organisation. Results of audit of 
Ministry of Defence, in so far as they relate to Army and Ordrumce Factories, Army HQ, 
Ordnance Factory Board, field units of Army, Ordnance Faetories, associated Research 
and Development. units and ¥mtary Engineer Services have been mduded :in Report 
No.7 of2001. · 

The Report includes 21 parag]\"aphs and reviews on (i) Upgradati.on of Mi.G Bis aircraft 
. ' I 

(ii) Procurement and mod:i.fi.cation of Jaguar aircraft .. 

The cases mentioned in the Report are among those which came to notice :i.n the course of 
audit during 1999-2000 and ea\rly part of 2000-01 as weU as those which came to notice 
dur:i.ng earliiier years, but could bot be :induded in the previous Reports. 
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Report No.8of2001 (Air Fore~ and Navy) 

The expenditure on Air Force and Navy, including capital expenditure during 1999-2000 was 
Rs I 0475 crore and Rs 6885 crore respectively which together represents 35.68 per cent of 
expenditure of Rs 48657 crore on Defence Services. 

Some of the major findings arising from test audit of transactions of Air Force, Navy and Coast 
Guard included in the Report are mentioned below: 

In view of inadequacies of MiG Bis aircraft to meet perceived threats, Government approved in 
January 1996 upgradation of 125 MiG Bis aircraft at a total cost of US$ 626 millio~ equivalent 
to Rs 20034 crore stipulating its induction to commence from 1998-99 and completion by 
September 2001. The upgradation was to be achieved by integrating advanced avionics and 
weapon systems either to be imported or developed indigenously. However, due to delay in 
indigenous development of certain avionics systems coupled with the delay in flight testing, the 
MiG upgradation prograrrune is now expected to be completed by 2004 after a delay of 
36 months. Meanwhile, Air Force would neither havf! an upgraded aircraft nor the LCA. 
Obviously, the Air Force would be compelled to use the ageing MiG Bis aircraft. 

The contract concluded with a foreign manufacturer for series modification of MiG Bis aircraft 
in March 1996 provided for TOT1 to India without charging any fee/royalty for licenced 
production of new equipment fitted on the upgraded MiG Bis fleet. However, the manufacturer 
did not honour the contract provisions and TOT has not been finalised as of July 2000. The TOT 
for avionics systems have also not been finalised with Western vendors. This would pose 
difficulty in repair/overhaul and maintenance of the upgraded aircraft and would adversely affect 
the operational potential of the Air Force. 

1 Tninsfer of technology 
• 1 USS=Rs31.99 
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Report No.8of2001 (Air Force and Navy) 

The TTL 2 of these aircraft has not yet been extended. Considering the high rate of accidents of 
the ageing MiG Bis fleet, their upgradation without extending the TTL poses a question on the 
efficacy of the upgradation programme. 

The manufacturer violated the contractual provlSlons and supplied weapons valued at 
US$ 1.95 million, equivalent to Rs 7.06• crore which were 11 years old. The Ministry had to 
release the payment as it was contractually bound. 

(Paragraph 6) 

n Procan .. t .... meditlation •f Jaguar aircnft 

Air Force continues to hold 35 Jaguar equipped with outdated first generation navigation and 
c .. ttack system called NA VW ASS for about two decades. Their retromodification with third 
Generation DARIN INGPS3 sanctioned belatedly in November 1996 at a cost of Rs 158 crore for 
completion by 2000-01 was yet to take off and is not expected to be completed before 2006. The 
contracts for five sub-systems with foreign vendors for this programme were at a stand still due 
to non-finalisation of mission computer by HAL 4 as the imported sub-systems were to be 
designed around this computer. In the meantime, 14 aircraft had to be grounded for periods 
ranging from 2 to 26 months due to prolonged unserviceability. 

There had also been delays in procurement of maritime radar required to replace the existing 
outdated agave radars of Jaguar aircraft. This resulted in an extra expenditure of 
USS 1.12 million. Besides, the Jaguar maritime fleet had to operate with old agave radars whose 
maintenance was becoming more and more difficult. Three out of five maritime Jaguars were 
lying unserviceable since March-June 1999. 

Failure of Air HQ/Ministry to speed up the acquisition of auto pilot system for Jaguar aircraft 
was operationally detrimental. Due to non-availability of auto pilots, the Air Force not only lost 
four Jaguar aircraft costing Rs 141.40 crore in serious flying accidents, three pilots also died in 
these accidents. 

1 Total Technical Life 
J Inertial Global Positioning System 
• Hindustan Aeronautics Limited 
• 1 USS= Rs36.15 
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Report No.8of2001 (Air Force and Navy) 

Integration and flight trials of the laser designator pods procured at a cost of Rs 95 crore has also 
been delayed by 20 months. This would, apart from delaying the fleet modification of Jaguars, 
also impose operational limitations to the aircraft fleet. In the mean time, warranty of three pods 
valuing Rs 15.53 crore had expired. Further, the plan of Air Force to equip the Jaguar fleet with 
self protection jam.mer, a critical electronic warfare equipment, has been jeopardised even after 
an expenditure of Rs 184 crore. 

(Paragraph 7) 
m Delay ill illdwctioll of. surveillaace system 

The critical requirement of a state of art surveillance system to replace the existing out dated and 
unreliable system has not been met even after a lapse of 16 years. Delay in development of two 
out of four sub-systems by DLRL5 and failure of Air HQ/Ministry to place supply order timely 
on BEL 6 not only compelled the Air Force to shift its urgent plans for induction of the system 
from early 1990s to 2001 but also increased the cost of production by Rs 15.26 crore. 

(Paragraph 2) 

IV Delay ha settiag up of repair facilities for helicopter engines 

Despite an expenditure of Rs 47.57 crore, the facilities for repair/overhaul of aero-engines of 
MI -17 helicopter, scheduled for completion by 1992 have not been set up. These are expected 
to be set up only by 2001 after 12-15 years of induction of the helicopter, by which time a 
substantial portion of the total technical life of majority of helicopters would be over. In the 
mean time, an expenditure of Rs 86.36 crore had been incurred on the repair/overhaul of the 
aero-engines abroad. 

(Paragraph 8) 

V Procaremeat of ureliable cells 

Manufacturing defects in battery cells supplied by a firm and failure of the operating units to 
follow correct maintenance procedure for servicing the cells resulted in an aircraft accident 
involving a loss of Rs 53.37 crore. 

5 Defence Electronics Research Laboratory 
' Bharat Electronics Limited 

vu 
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YI s.ll•r'"el•C 1tl1aefandar 

Injudicious decision of Air HQ to install a radar close to the sea in contravention of siting 
criterion resulted in sub-optimal utilisation of the radar procured at a cost of Rs 15.39 crore 
despite an additional expenditure of Rs 1.89 crore incurred on procurement of new software. 

(Paragraph 14) 

VD Aveldable e.; ••• n dme to delay la pllds& pm'CUle erder 

Failure of Air HQ/Ministry to place timely purchase order on a foreign firm for overhaul of 
electronic warfare pod of a fighter aircraft, despite blanket approval of the Government for repair 
authorising Air HQ to despatch items abroad and availability of reasonable offer, resulted in an 
avoidable expenditure of Rs 2.24 crore. 

(Paragraph 11) 

VID Overpay:aczt te Hilldllltaa Ae......ticl 1 ...... 

The failure of DCDA(DAD)7 HAL, Bangalore to regulate the bills of HAL for 220 wing drop 
tanks as per fixed cost quotation rate of the year 1990-91 led to an overpayment of Rs 5.94 crore. 

(Paragraph 15) 

IX ,.._._,. efllAL 

The Ministry failed to mention about HAL' s responsibility and accountability in any letter or 
formal agreement while entrusting the first and second line servicing of the aircraft to them. 
Resultantly, the cost of damage to the aircraft due to. negligence of the HAL' s technicians 
amounting to Rs 1.19 crore remained unrecovered. 

(Paragraph 18) 

7 ' ~uty ControUer of Defence Accounts (Defence Accounts Department) 

vm 
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X Unauthorised deployment of Naval tanker for oveneas purchase of oil 

Naval HQ detailed an oil tanker along with three Naval Ships on a foreign goodwill mission to 
purchase oil overseas without obtaining Government sanction for the procurement. The tanker 
carrying oil sustained major damage as she collided with a foreign merchant vessel enroute. 
This led to avoidable expenditure of Rs 20.44 crore on account of repair of the damaged tanker, 
loss of oil and hiring of alternative cargo vessel. 

(Paragraplt 23) 

XI Delay in development of a system 

Naval HQ rejected a communication system developed by a Defence Research Establishment at 
a cost of Rs 67.23 lakh as it proved to be unsuitable for Naval use. To meet the requirement, 
Navy had to import alternative communication system at a cost of US$ 610,000 and also acquire 
technology from the supplier. Desptie this, the Ministry sanctioned another project at a cost of 
Rs 2 crore for developing similar communication facilities which seems redundant. 

( Paragraplz 3) 

XII Repair/refit of boats of IOC out of Coast Guard funds 

Negligence of CDA(N)8 Mumbai to comply with Government orders and claim refund from 
IOC towards cost of repair/refit of their boats in the private shipyards led to non recovery of 
Rs 1.05 crore. 

(Paragraplt 25) 

8 Controller of Defence Accounts (Navy) 
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XIII Procurement of incorrect propeller shafts 

Naval HQ failed to indicate the correct drawing/part number of the propeller shafts in the 
contract concluded in July 1995. Resultantly, propeller shafts costing Rs 32.81 lakh received in 
March 1997 were found unsuitable and were lying in stock. 

( Paragraph 21) 

XIV Inadmissible payment to a Public Sector Undertaking 

Centre for Air Borne Systems made payment of Rs 95 lakh to a Public Sector Undertaking 
towards foreign exchange rate variation for which no provision existed in the supply order placed 
on the Undertaking because the firm had agreed to withdraw foreign exchange variation 
condition. 

( Paragraph 16) 

XV Avoidable e nditure due to delay in conclusion of contract 

Despite Proprietary Article Certificate in favour of the manufacturer and availability of funds, 
Air HQ delayed the conclusion of contract whicb resulted in avo idable expenditure of 
Rs 43 lakhs. 

( Paragraph 13) 

x 
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Report No.8 o/2001 (Air Force and Navy) 

( CHAPTER I : FINANCIAL ASPECTS J 

1 Financial Aspects 

1.1 The total revenue and capital expenditure on Defence Services during 
1999 - 2000 was Rs 48657 crore, which was 17.63 per cent higher than 

the expenditure of 
1998-1999. The share of 

...._ ef ra.aa:9twe (Air Ferce .... .._.,,, the Air Force and the 
Navy in the total 
expenditure on Defence 
Services in 1999 - 2000 
was Rs 10475 crore and 
Rs 6885 crore resp­
ectively including capital 
a~quisition. The exp­
enditure on Air Force was 
12.95 per cent and Navy 
was 13.20 per cent higher 
than the expenditure 
during the preceding year. 

-
111DOD 

0 -I •a r u• El• n1m •Air~•• -· DNM7114:• n1me J 

1.2 The distribution among major areas of expenditure like capital acquisition, 
stores, pay and allowances and works etc., during 1999 - 2000 in Air 
Force and Navy is shown in the table below: 

AIR FORCE NAVY 
Rs in crore Per cent Rs in crore Per cent 

of total of total 
Capital Acquisition 4034 38.51 3237 47.01 

Stores 3634 34.69 1245 18.08 

Pay and Allowances 1898 18.12 1100 15.98 

Works 668 6.38 395 5.74 

Other Expenses 241 2.30 908 13.19 

Total 10475 6885 

1 



Report No.8of2001 (Air Force and Navy) 

1.3 Test check of various transactions and review of certain projects/activities 
relating to Air Force, Navy and Coast Guard revealed instances of 
injudicious planning, delay in decision making, delay in upgradation of an 
aircraft, weaknesses in project implementatio~ extra expenditure, 
avoidable expenditure, losses and cost and time overruns in creation of 
facilities etc. 

1.4 An amount of Rs 9.31 crore was recovered/being recovered at the instance 
of Audit during the year. 

2 
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Tllne Mfumiisftn"y 
.. saamdformeidl · · 
iimudtHgeiml!lllll!§ 
idleveill!lljp)!rimennt l!ll:!t' · 

.. fomnr s11BI!»-systtelllllls iirm · 
Septtelllllilhiell' ll.981£ 

· Tllne idevell@1pnmnentt 
ofttllne systtemm . 
l!llVeJr silll!lltt tllne 
sicilhlllldhmlle tiimme l!Jy 

· · five ytea!ll"S. 

.. ···.;. 

Defay illll dlevell.oJPlment m~rll pfa~ement ®f supplly mrd.er foll" prodMctfon of two 
md off ifomnr sub-system~ o~ a system s~~ed1lllBed foir fumductioim in eairlly 199@s Bed 
to non-availl.albility of tlhiis operattfonalUly iimp®rtantt system to the Anr JFmrce 
Ullllill Marclm. 20010 . Remkailrming two sub=systems Wl!lllllll!dl be fakellll up after 

. ' ' I .· . . ·. 

slll!ccess of tllnose 2!iready «l).evefoiped. 

The critical requiremerit of a surveiHance system has not been met as of 
Qcto her 2000 even after l t years of sanctioning it. . While D LRL 1 has developed 
only· two out of its four: sU!b-systems, the Ministry de fayed pfacing of orders for 
them as discussed below: · 

In order to matCh the thlreat scenario, Air HQ projected a requirement of a 
state-of"'.'art ground based tehide mounted surveiUance system in February 1984 
for. rep. lacing the existing.0~1 tdated and unr. eliab1e sy.stem held sinc.e 1976-77. The 
system. was required by early nineties. The Miiristry accorded sanction in 

· September 1986 ,for indigenous development of the system to be configured as 
four sub-systems 'A', 'B', 1~C' _and 'D' byDLRL, Hyderabad at~ estimated cost 
of Rs 6.71 crore for completion by March 1990. As the reqmrement for the 
system wa.8 urgent and cr~tical, Air HQ: adopted a development-cum-production 
approach and identified! BEL2

, Hyderabad as a production agency in early 1987. 
The dlevelopmeht of the sy~tem in the initial phase, however, suffered from delays 
as it did not me:et the Anf Force specifications 'in the area of direction fmding 
accuracy and· other engineering aspects like shelter/rack layout, system 
software etc. This delayed Jhe devefop][Ilent efforts by five years and only two 
s11b-sys~ems 'A' and 'B' foidd be developed ~y May 1995 after incurring an 
expendJ1ture of Rs 7.78 crore out of total sanctmned .amount of Rs 8.37 _crore. 
The .devefopment of otherltwo sub-systems 'C' and 'D' was dispensed with tin 
'A' and 'B' was successfu~y produced and proven. 

I 
' I 1 De!!'emi11:e JEilectir11Dllilii11:S Reseairdn Lai!bi11Dira¢11Dfy 

2 Bllnairat JEiledir11Dlliiu11:s lLiinfilifiteirll 
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. Tllne systellllll i 
allevellope«ll. by. \ 
DLRL wal!"ll"iillllte«ll · 
•. :. ... . .·I 
llmJPllrl!J)Vem"ennts,. 

I 

I 

. . . . I 
The coimcllui®nn of 
«:l!J)tmtirad wntlln JBJEL 
took ainnoltllner tiwo 

I 

yeaill'S.. I 

. . . 1 · 

The systtelllllls i 
wouiGll be · .. i 

av:meiaiblle tto th~ . 
Air Fimrce olllllly I 
by Ma!!"clln 2®«Jl]:. . . . 1:. 

i 

.· BEL submittedl a quote in· May 1987 for. manufacture of two sub-systems 
· ·. ~.A' and •n• at a coSt ofRs·l3.84 crore."The Ministry sanctionedl production of 

sub-systems·•A' and •B'·in'May 1989 at a cost of Rs l 7;24 cmre induding cost of 
spares,·testequipment, vehicles and ge~eirating sets not cateredfor earlier. 

Meanwhile, sub-system •B,• developed by DLRL failed to meet the qualitative 
I•. requirements ofthe Afr Force .for d:iteetionfmdfug accuracies during field trials. 

conducted m November-December 199!4. Notwithstanding, Air HQ accorded go­
ahead to BEL in January 1995for~prodµctionoftwo sub-systems •A' and •B' and. 

: emphasised for caUing-a ]pNC3 meetin~ in March 1995 iri order to place a frrm 
.order Olll BEL dwring 1994~95; Howeyer, the PNC coulldnot be heM due to an 
impasse between DLRL; ·BEL . and. Air •. HQ in finaHsing the technical 
specifications of the system. ·fa the ri1eantime, in June 1995 BEL submitted a 
fresh quote of Rs 35.40•cmre ~ubsequeiiH:Y :revised to Rs 33.SO crore in July 1996 . 
for supply oftwosub-system8 •A' and •:B'. 

I 

While the negotiations were in progress, Air HQ in September-October 1996 
reassessed .the capabilities: of the ·syst¢m developed by DlLRL and observed an 
inherent deficiency of loss of search fuhction ID the system whlle carrying mit the 
analysis. The. search functjon was not ~ part of original Qualitative Requirement. 

. ~ ·To overcome this deficiency, AirHQ suggested additfon of a search receiver, 
• GPS4 facHityand a non-rotation~l.anteinia'. · DLRL/BEL agreed to mco:rporate an 
1 

additional· search :re~eiver, at the productfon stage. but expressed inabiHty to 
: incorporate the other inipr()'vements, apprehending· major .design changes. ·. · 

·.BEL :revised their offer in February 1997 .to Rs 3.4 crore for supply of upgraded 
sub.;systems . •A' and 'B', which was finally negotiated by the . Mmistcy .'in 

' March 1997 for Rs 32.50 ~rore. However, the Ministry placed an order onJ3EL. 
. ·oruy in March 1999 for supply of two isub-systems 'A'· and· •B' at a total cost of 

Rs 32.50 crore. As per supply o:rder,ihe first sub-systeirn would be delivered by 
January 2001. and the sed,ond by M~<;h 40oL .. · Al1. advance payment tohilling 
Rs 22. 75 croire has been paid to BEL as of October 2000. 

. The ·Mffiistry stated, hl: October 2000; that arrivin.g at mutually agreed 
· ·: .·.specifications tooktime because of delays in development and demori.st:ratio,n of 

the .syste:nuo the· satisfuct~on of the A;ir Force ·durfug.· field trialls. . The' M:inistry . 
also added 'that the e:Xitsting systems were being used within their inherent 

. technological constrain.ts ·1as they employ technofogy which has· now become 
outdated. · · · · · 1 

' 
3 lP'rice Negoti~til!llln Commmmntd:ee . . 

' · 
4 GilolhlaY lP'osntimnnllllg.Systemm 
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Thus, delay in development of two out of four sub-systems by DLRL and failure 
of the Air HQ/Ministry fo place supply ·order tim~Iy on BEL not oruy forced the 
Air Force to shift its u,rgent plans for induction of the system in early J990s to 
2001 but also increased the cost of production by Rs)5.26 crore. Till such time, 
the Air Force would hil~e ?o system worth tlie mime as. th~ ~xisting System had 
become outdated and unrflmble. The developmentofrem~:immg two sub-systems 
'C' and 'D' would dep.end on success of sub-systems 'A' and 'B'. 

. . . . • I 
. . 

' . I. • 

Defay fum devellopmemnt df a system led to import of nts substitute at mi cost ®f 
US $ 61«Jl,OO@o ll:n viie~ !l>f traimsfoir o:ff tecbn@fogy to BEL fol!" al!ll. impoirlted 
equiipmellll.t indigen«!luui devefopm.ent has· become iinfrud1mms. 

I 

A Defence Re.search EJblishment initiated a project in 1993 fur development of 
advanced data link to ~fa'.cHitate data transfer arid communication between fleet 
writs and shore, which,~ould serve as digital data exchange for tactical, primary 
and broadcasting applieation. The Ministry sanctioned in May 1994 development 
and manufacture of siX ~dvanced data link systems through trade at· a cost of 
Rs 67.23 fakh. The proj~ct was scheduled to be ·completed by March 1995. For 
this purpose, two ordbr~ were placed onlly in January 1996 on frrm 'A' and 
firm 'B' · for three sets each. 

, I - . 
Naval HQ projected in :March 1995 the immediate requirement for 21 stand alone 
communication units, ~ s~bstitute·for advanced data link. The Ministry sanctioned 
the procurement of 21 j ~ts in May 1995 at US $ 610,000, equivalent to 

Rs 1.92• crore from a furgn firm. . . . . 

Coast Guard HQ and N~val HQ projected requrrement of 69 and 45 stand alone 
communication units ill ij\pril 1995 and October 1996 respectively. The Ministry 
sanction~d ~he procuremfnt of 45 units for Navy and 55 units for Coast Guard 
during January and· February 1998 at a .total cost of Rs 11.04 crore and 
accordingly orders we~e ~laced on BEL5 in March 1998 for their import before 
sigriing the techri.icali coHhboration agreement. Out of 121 sets, only 66 sets were 
delivered to Navy as of Alugust 2000. · 

. . • I . 

5 Bftus!l"21t lEiledll"®llilncs Lfimmfilteidl , 
~ 1 U§ $ = lRS :H.§§ 
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Meanwhile, indigenous development of advanced data Hnk was also completed in 
May 1998 at a cost of Rs 6723 lakh~ Naval HQ, however, did not accept this 
version of the equipment as it was found unsuitable for use on board aircraft and 
submarines due to its siZe. The Ministry~ therefore,· sanctioned hi September 1998 
:another 'project Link-H at a cost of Rs 2 crore for improving indigenously 
developed-advanced data Hnk. 

Thus, defay in development of advanced :data link equipment necessitated import 
of a suitable system. However, further s~nction of Rs 2 crore in September 1998 
for Link-H project to ·develop similar ·coRuriunication facilities. seems redundant, 
as BEL who have contracted transfer of technology with the foreign· firm is 
normally expected -to meet the requirement of Navy and others for the 
communication faciHties. 

The matter was referred to the Ministry in July 2000; their reply was awaited as of 
February 2001. · 

On the recommendations. of the P~blic Account~ Cornnll.ttee, the Ministry of 
Finance (Department of Expenditure) issued· direction8 ·to aU Ministries in June 
1960 to send their response to the Draft Audit Paragraphs proposed for indusion 
in the Report of the ComptroHer and Auditor General oflndiavvithln six weeks. 

The Draft Paragraphs are always forwarded by the respective Audit offices to the 
Secretaries of the concerned Ministries/departments through D~mi-officiaL l~tter 
drawing their attentionto the Audit finclirigs and requesting them to send thdr 
response within six weeks. ·.Jt'.iS 'broug4t·.to thefurpersonal. notice, that; since. the 
issues are likely to be inc hided in the: Awiit Report pf the CdmptroUer .and 
Auditor - General of India, which are placed_ before Parliament, it· would be 
desirable to indude their cmn:ments in the matter. Draft Paragraphs/Reviews 
proposed for indusfon in the Reportof:the'Coll1ptr9Uer andAudifor General of 
India, Union Government, Defence Seryices ·(Air Force and~ Navy) for the year 
ended March 2000, No.8 o~ 200lwete forwarded to the Secretary, Ministry of 
Defence between May 2000 and Octobeti2000 through Demi-Official letter~.· 

. . 

The Ministry of Defence ditj n9t send r~pHes to nine Draft Paragraphs/Reviews in 
compliance with above instructions or the Ministry of Finance issued at the 
instance of the Public Accounts Committee out of 23 ParagraphS/Reviews 
mduded in thls Report. Thus, the response of the Ministry could not be included. 

6 



Report No.8 o/2001 (Air Force and Navy) 

Ministry/Department Total No. of Paragraphs No. of Paragraphs in Paragraph 
on the Ministry/ which reply not Numbers 
Department included in received from the 
the Report Ministry of Defence 

~ 

Ministry of Defence 23 9 3, 6, 7, 14, 

ATNs are to be 
submitted within four 
months of placing the 
Report on the Table. 

The Ministry failed 
to submit ATNs on 
40 paragraphs. 

lo 33 cases the 
Ministry failed to 
submit final ATNs 
upto three years. 

19, 20, 21, 
22 and 23 

5 Follow up on Audit Reports 

Despite repeated instructions/recommendations of the PAC, the Ministry did 
not submit remedial Action Taken Notes on 40 Audit Paragraphs. 

With a view to ensuring enforcement of accountability of the executive in respect 
of all the issues dealt with in various Audit Reports, the PAC6 decided in 1982 
that Ministries/ departments should furnish remedial/corrective ATNs7 on all 
paragraphs contained therein. 

The Committee took a serious view of the inordinate delays and persistent failures 
on the part of large number of Ministries/ departments in furnishing the ATNs in 
the prescribed time frame. In their Ninth Report (Eleventh Lok Sabha) presented 
to the Parliament on 22 April 1997, the PAC desired that ATNs on all paragraphs 
pertaining to the Audit Report for the year 31 March 1996 onwards be submitted 
to them duly vetted by Audit within four months from the date of laying the ' 
Reports in Parliament. ' 

Review of outstanding ATNs on paragraphs included in the Report of the 
Comptroller and Auditor General oflndia, Union Government, Defence Services 
(Air Force and Navy) as of February 2001 revealed that the Ministry failed to 
submit A TNs on 40 paragraphs ir.!_c~ded in the Audit Reports up to and for the 
year ended March 1999 as per Appendix-I enclosed. 

In eleven cases (Si.No. 10, 21 , 24, 28, 29, 31, 34, 35, 36, 37, 40 of Appendix-I), 
ATNs had not been received at all from the Ministry. 

Out of the total 40 cases, three cases (Si.No. 1,2,3) are pending for more than five 
years, four cases (4,5,6,7) are pending for more than three years and 33 ATNs are 
pending up to three years. 

6 Public Accounts Committee 
7 Action Taken Notes 

7 
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not been finalised as of July 2000. The TOT for avionic systems have 
also not been finalised with Western vendors. This would pose 
difficulty in repair/overhaul and maintenance of the upgraded 
aircraft and would adversely affect the operational potential of the 
Air Force. Delay in TOT would also lead to import of avionics 
systems for upgradation of 50 aircrafts under option. 

>- Feasibility study for extension of total technical life of MiG Bis 
aircraft was not complete as of July 2000. Structural modifications, if 
any, needed for life extension after upgradation would require 
enormous avoidable expenditure. Considering the high rate of 
accidents of the ageing MiG Bis fleet, their upgradation without 
extending the TTL poses a question on the efficacy of the upgradation 
programme. 

};;:- The manufacturer violated the contractual provisions and supplied 
weapons valued at US $ 1.95 million, equivalent to Rs 7.06• crore 
which were 11 years old. The Ministry had to release the payment 
being contractually bound. 

6.1 Introduction 

Government approved in January 1996 upgradation of 125 MiG Bis aircraft at a 
total cost of Rs 2003 crore. The upgradation was to be achieved by integrating 
advanced avionics and weapon systems either to be imported or developed 
indigenously. While the design and development phase of two prototype MiG Bis 
aircraft was to be completed by August 1998, the series modification of remaining 
aircraft indigenously by HAL1 was to be completed by September 2001 The 
execution of the project was in progress. 

6.2 Scope of Audit 

The evaluation, selection, procurement of Western/indigenous avionic systems, 
their delivery and upgradation of the aircraft with reference to the projected 
schedule, transfer of technology and impact of delays in upgradation programme 
were reviewed in Audit. 

1 Hindustan Aeronaut ics Limited 
• I USS = Rs 31.99 
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CCPA approved the 
MiG upgradation 
programme in 
January 1996 for 
completion by 2001. 

6.3 Need for upgradation 

In early 1980s, Air Force carried out an evaluation of perceived threats and the 
likely battle scenario of the 1990s which highlighted the inadequacies ofMiG Bis, 
the main stream aircraft of the Air Force. Consequently, the Ministry sanctioned 
in August 1983 the development of LCA class of aircraft to fill the gap in force 
level of the Air Force from 1995. The LCA was expected to enter into service in 
1995 to replace MiG Bis that were scheduled to be phased out on the expiry of 
their life of 20 years/2400 hours. The LCA programme, however, suffered 
considerable slippages and the aircraft was not expected to be available for 
induction before the year 2005. In view ofthis, extension of total technical life of 
MiG Bis and its upgradation to enhance its operational capability to desired levels 
was considered necessary. The Ministry decided to upgrade the existing MiG Bis 
aircraft rather than outright purchase of a new aircraft keeping in view the high 
cost of modern fighters and the constraints on the defence budget. 

In 1989, a foreign country indicated that they could upgrade the MiG Bis aircraft 
with some of the avionics and weapons of MiG-29 aircraft. The preliminary 
proposal of the foreign country was received in November 1990 and detailed 
proposal in August 1991. A joint techno-economic study was carried out in 
November 1992 and the proposal was found to be comprehensive and cost 
effective. An intention to nominate the foreign country as prime contractor was 
issued in March 1994. 

6.3.J In December 1995, a proposal was submitted to CCPA2 for approval of 
the upgradation of 125 MiG Bis aircraft with an option to upgrade 50 more 
aircraft at a total cost of US$ 626 million, equivalent to Rs 2003 • crore including 
weapons, spares, maintenance support and training. Apart from components from 
the foreign country, the upgrade package consisted of certain Western and 
indigenous avionic systems. CCP A approved the proposal in January 1996. The 
CCPA paper envisaged completion of design and development of two MiG Bis 
aircraft in the foreign country by 31 January 1998 and series modification of the 
remaining 123 aircraft indigenously by HAL by September 2001. 

Upgradation of the 50 aircraft under option was to be undertaken from 
30 September 2001 onwards. 

2 Cabinet Committee on Political Affairs 
• I US $ = Rs 31.99 
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of the Air Force 
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6.4 Programme Execution 

The Ministry concluded six contracts in March 1996. Of these, three contracts, 
viz design and development of aircraft, series upgradation and armament were 
concluded with a manufacturer of the foreign country and three contracts for 
avionic~ systems like INS3

, CMDS4 and VRS5 were concluded with Western 
vendors. Subsequently, the Ministry also concluded contracts with HAL, NAL6 

and BEL7in 1997 for development of indigenous avionic systems and life 
extension study. 

6.4.J According to contract of March 1996 with the foreign manufacturer, 
design and development of the aircraft was to be completed by August 1998 at a 
total cost of US$ 20.43 million, equivalent to Rs 73.85 .. crore. The first two 
aircraft were to be upgraded in the foreign country during which HAL and other 
agencies of the Air Force were to participate. Consequently, HAL despatched 
two aircraft to the foreign country in May 1996 for modification. An Air Force 
team was also to be positioned in the foreign country by May 1996 in this 
connection. Air HQ submitted a case on 29 March 1996 for the formation of MiG 

team delayed the 
project. 

\ Bis project team for approval of the Ministry. Only, in September 1996, sanction 
of Government was accorded for the formation of MiG Bis upgrade team and the 
team was positioned in the foreign country on 9 October 1996. Thus, the initial 
delay in the upgrade programme was caused due to delayed positioning of a 
project team which had a cascading effect. 

The supply of kits 
and sets for 
modification of 123 
aircraft was to 
commence from 
March 1998. 

6.4.2 HAL was to undertake series production concurrently with modification 
kits to be supplied by the foreign manufacturer under one of the contract valued at 
US $ 286.65 million, equivalent to Rs 1036" crore concluded in March 1996. The 
supply of kits and sets for 123 aircraft was planned to commence from March 
1998 in order that the first batch of six upgraded aircraft from HAL could be 
delivered to Air Force by August 1998. Thirty aircraft were planned to be 
upgraded during 1998-99 followed by 40 aircraft per year as indicated below: 

3 inertial Navigation System 
' Counter Measures Dispensing System 
5 Video Recording System 
'National Aerospace Laboratories 
78barat Electronics Limited 
• • I US S = Rs 36.15 
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The manufacturer 
did not supply the 
documents in tnme. 

Procurement of 
. spares not provided 
earlier involved. 
additionai payment 
of Rs 55.25 crore. 

The weapons 
integration Hdl , 
their flight testing 
was IDlOlt inchnded im 
tlhle design al!lld 
development phase. 

As per contract, the foreign manufacturer was to· forward the documentation 

' 

required for series production between 1 December 1996 and 1 June 1997. The 
manufacturer commenced the supply of documents only from June 1997 and the 
last consignment was. received in September 1997 · but HAL was not able to start 
the series production process due to inadequacy of documentation. HAL was also 
not in a position to confum the correctness of the documents in. the absence of 
Master list of documents and tooling. 

The manufacturer submitted a draft ·supplement in June 1998 rev1smg the 
composition of four appendices comprising the list of items/spares of the series 
upgradation contract of March 1996, necessitated as a result of design and 
development work on two aircraft. The manufacturer · indicated that all the 
additional items are essential for upgrading, testing, maintaining and operating the 
aircraft. The manufacturer also added that further supplies of items ·under series 
upgradation contract would be made only if the proposed additional items were 
contracted. Procurement of these items involved. an additional. payment of 
US $12.85 million, equivalent to Rs 55.25"' crore. Accordingly, two 
supplementary agreements were concluded in July 1999. This supplement 

. included additions up to comniencement·offlight test 

6.4.3 While projecting the ·case to CCP A . for approval of the upgradation 
programme, it was emphasised that without advanced and. modern weapons, the 

· operational capabiliity of the . MiG Bis aircraft would not be· enhanced to ·the 
desired level. The combat capability of the upgraded airc;raft was to be assessed . 
during design and development phase of the programme applying the late~t 
weapon systems imported from the foreign country. 

'"' ] U§ $ = Rs 42.99 
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fafflleidl tl[JI i[JiliJitt:mfilDl 
firnml!Dl[Jlrt IlficelDl~e fimi 
ttffmte. 

However, the weapon ~tegrat:i.on and their flight testing. was not induded in the 
third phase of the !design . and development contract. Consequently, a 
supplementary agreement was con.duded in October 1999 at a cost of 
US$ L89 million, eqrii~alent to Rs 8.15~ crore to complete the flight testing and 
to confirm the satisfactbry integration of the weapons on the aircraft for combat 
evaluation. This defay~d the completion of the de.sign and development phase. 
Thetlight testing and combat evaluation of the aircraft which was scheduled to be 

I 
completed by April 1918 was now. e~pected tobe coirtplet~d.by September 2000 · 
after a defay of 30 mo,nths. This is bound·to have an unpact on·the ovetaU 
upgradation programme'. 
: . . I 

An amount of Rs 7.66 drore was aliso sanctioned and paid to HAL in March 1997 
as adhoc advance but 'he same could not be spent. up to 1998 due to delay in 
upgradation pro!. 

6Ao4 Delmy· in tilbrt(f/.i1lft~ll1ig impm"Tl lice/J1ice by rtlloe mmmafmcrtuall'er 

I . 

The ~anufacturer failea to obtain the import licence for kits and equipment of 
foreign suppHers ·as pr~vided in the design and development- contract of March 
1996. Audit noticed t~at certain systems which arrived at the manufacturer's . I . . . 

country were hdd up ~or five months each .in two speUs in December 1996 and 
again in.December 1991/ as these were not cleared by the· custom authorities. The 
defay in obtaining the.fufu.port Hcence had contributed delay ofneady 12 months in 
design and developme~t phase. Even in a later case, similar defays in obtaining 
import licence for fodi~n and Western avionics of SU-:30 aircraft was commented 
in paragraph No.2 of Report of the C.omptroUer. and Auditor Generali of fadia, 
No.8 of 2000. I 

I 

Tllnte U11JPlgll"21idl21ttffl[J)llR 6o4S The Defence Jinister stated in Parliament in February 2000 that the 
1pnrl[JlgirHmmne ns design and development work on two MiG Bis aircraft was in final . stage of 

H1IDe11:Iltte~~l[J)n..fute'tilJlilJlAI ~omplet:i.on while the iupgradation of remaining 123 aircraft had commenced 
\\:l[Jlml!D e.te<Ul UJIY "" 'ti. -

'Jrffllll sU1111:1ln ttfime tlln~ concurrently atlfAL atjd was expected to be completed by2004. , · .-
.A.iiir Fl[Jlirii':e ffs · .... I · ·. · 
c®ml!Delllleirll ttl[JI \~MeanwhHe, Air Force! would neither have upgraded MiG Bii.s aircraft nor the 
cl[Jl!InttfiHe wffttlln ttllne. LCA. Obviously, the Arr Force win have to either Hve with a depleted force fovd . 
irllel!Diletteirll·Jlileett. or wiH be compeHed ! to use the ageing MiG Bis fleet An . expenditure of 

Rs 1053 crore had akea'dy been incurred on the programme as of AprH 2000. 
I . . 

~ ]. 1U§ $ = Rs 413.U 
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None of the 
RWR system has 
beel!ll supplied! :to 
HA.IL. 

There has beenn 
delay in the 
deveBopmel!llt of 
INCOM systeiiln. 

6.5 Development and supply of indigenous avionics 

The development of the RWR8 system was entrusted to ASIE09 at a cost of 
Rs 10 crore with an objective to develop a compact Advanced Radar Warning 
Receiver system for fighter aircraft, . Two systems were required to be supplied 
directly to the foreign manufacturer by June 1997 and the remaining 123 systems 
were to be supplied by BEL to HAL for upgrading the MiG Bis indigenously. A 
supply order ori BEL for the supply of l 2B ·systems including spares was placed in 
February 1997 at a cost of Rs 133.64 crore including FE of Rs 84.39 crore. As 
per supply order, the first six systems wen; to be supplied by March 1998 and the 
remaining by March 2001 in batches. 

However, ASIEO despatched two systems to the foreign manufacturer only in 
April 1998 and August 1998. after a delay of 7 to 12 months. It was also noticed 
that none of the systems, had been supplied by BEL to HAL as of April 2000. 
This is likely to result in time overrun and cost increase. 

The indigenous development of five other avionic systems including that · of 
INCOM system was entrusted to HAL Hyderabad which had the competence in 
the field and a contract was concluded with HAL in March 1997 at a total cost of 
Rs 69.61 crore subsequently amended to Rs 70.97 crore in February 1999 for 
supply of 128 sets of each of.the five avionic systems. 

There had, however, been delays in development of INCOM system by HAL. 
The system which was to be supplied to the foreign . manufacturer by July 1997 
after carrying out the demonstration of ECCM functiorilng test, were supplied 
only by September/October 1998 after delay of 16 months that too without 
completing the required tests. 

Air HQ stated, in August 1998, that ddays in development of INCOM system 
was due to lack of proper prioritisation, project management and monitoring. As 
of July 1999, only three out. of five sets of 11'JC01\·1:'airworthy sy.stems were rriade 
available to the foreign maliufacturer. HAL indicated that full development of 
IN COM .set would be completed by June 2000. ~Air HQaddedthat the delay_ in 
the indigenous development of RWR andJNCOM system were the main fae<tors 

. for the delay of design and development phase of the project. . . . . . 
- . -

8 Radar Wariming Receivell" 
9 Acllvancecll Systems fotegr111tio1111 mncll: Evaluation Organisation 
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The TOT was to 
be provided free 
of cost. 

The manufacturer 
violated the 
contract 
provisions and 
insisted for 
payment for TOT. 
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6.6 Procurement of Inertial Navigation System 

The Ministry concluded three contracts in March 1996 for procurement of 
avionics systems with Western vendors. One of the three contracts, was 
concluded with foreign firm 'X' at a total cost of US$ 17.57 million, equivalent to 
Rs 63.5 t • crore for supply oflnertial Navigation System. Under the contract, firm 
was to supply five sets of the system for design and development phase and 125 
sets for production phase alongwith ground/test equipment by March 1998 and 
May 2001 respectively. 

Due to delay in the design and development phase of upgradation programme, the 
delivery schedule of the Navigation system had to be revised and the supply of the 
system would now be completed by November 2002. A sum of US$ 5.8 million 
had been paid to the firm by April 2000. The delivery schedule of other two 
contracts concluded for procurement of Western avionics system was also 
revised. 

6. 7 Delay in transfer of technology 

As per the provisions of the contract relating to series upgradation programme 
concluded with the foreign manufacturer in March 1996, the manufacturer was 
supposed to transfer the technology to India without charging any fee/royalty for 
licenced production of new equipment being fitted on the upgraded aircraft which 
are uncommon to MiG Bis systems. The TOT was required for providing 
overhaul/maintenance and product support to 125 upgraded MiG Bis fleet and 
also for upgrading the other aircraft under option. The facilities for indigenous 
production of new equipment under TOT was to be set up at HAL As provided in 
the contract, the foreign manufacturer was to submit a draft Inter-Government 
Agreement (IGA) for TOT by September 1996. The IGA was to be followed by a 
joint techno-economic study by HAL and the foreign manufacturer. The draft 
IGA was received by HAL in March 1997 and was cleared by Air HQ/Ministry in 
June 1997 and sent back to the foreign manufacturer in July 1997 for 
finalisation/implementation. However, during discussion in October 1997, the 
manufacturer insisted on payment of the cost of licenced production, technical 
documentation to be transferred to HAL, which according to Air HQ was a clear 
violation of the contract provisions. Thereafter, the matter remained dormant 
mainly because the manufacturer did not agree to honour the contract provisions 
for TOT without payment. 

• I US S = Rs 36.15 
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The delay in 
TOT is bound to 
affect the 
maintenance and 
serviceability of 
upgraded MiG 
Bis. 

The upgradation 
programme was 
linked with the life 
extension 
programme. 

TTL study was to 
be completed by 
October 1999. 

6. 7.1 The TOT clause was also included in all the contracts signed with Western 
vendors for procurement of INGPS, CMDS and VRS required for MiG Bis 
upgradation programme. As such, the Depot level maintenance requirements of 
spares for Western systems and the systems of the foreign country fitted in the 
upgraded MiG Bis fleet was not included in the contracts as the requirement for 
repair/ overhaul and maintenance of the new systems was expected to be met 
through TOT. However, the TOT has not been finalised as of July 2000. 

6. 7.2 Air Force/ Ministry have provisioned avionics systems for upgradation of 
only 125 MiG Bis aircraft though approval of the Government exists for 
upgradation of 50 more MiG Bis under option. In the event of delay in TOT, the 
avionics systems for aircraft under option would have to be imported at increased 
cost. 

6. 7.3 The delay in finalisation of the agreement for TOT would also create 
difficulty for the Air Force to maintain the new equipment when these become 
due for repair/ overhaul and Air Force would have to depend solely on the foreign 
manufacturer for which they would charge heavily. This would have serious 
implications on the planned utilisation of the upgraded aircraft and would have a 
direct bearing on the operational potential of the Air Force in subsequent years. 
In view of the lead time involved in procurement of equipment and building up of 
the requisite infrastructure, a well defined overhaul and maintenance plan for 
upgraded MiG Bis fleet has to be evolved well in time to avoid the off loading of 
their repair abroad. However, the Air HQ/Ministry was yet to sanction the repair/ 
overhaul plan for the upgraded MiG Bis aircraft. This is bound to affect the 
operational efficiency of the aircraft fleet. 

6.8 Extension of total technical life 

MiG Bis upgradation programme as approved by CCPA envisaged extension of 
TTL 10 of the MiG Bis fleet from 20 to 40 years for justifying the cost of 
upgradation. 

For extending the TTL, a full scale fatigue test of the airframe of MiG Bis aircraft 
was required to evaluate feasibility of life extension and necessary modifications 
for safe operation. The Ministry concluded a contract in October 1997 with 
NAL, HAL and CEMILAC 11 at a cost of Rs 4.63 crore. As per the contract, the 
project was to be completed by October 1999. 

10 Tot.I Technical Life 
11 Centre for Military Airworthiness and Certification 
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6.8.1 In July 1997 itself, Air HQ had cautioned that if the TTL of the aircraft 
was not extended, the entire upgradation programme with a stake of 
Rs 2003 crore would be infructuous. Air HQ added that HAL would undertake the 
updating task from January 1998 onwards and in the event of delay in life 
extension programme, requisite input for structural changes in the aircraft would 
not be available in time and the same job would have to be undertaken later at an 
enormous avoidable costs. Audit, however, noticed that the life extension studies 
have not been completed and are expected to be completed by March 2001 . An 
amount of Rs 1.16 crore has been paid to NAL against the contract as of April 
2000. 

6.8.2 Mention was made in paragraph No. 7 of the Report of the Comptroller 
and Auditor General of India, No. 8 of 1998 regarding high attrition rate of 
MiG-21 variants during 1991-97. At the time of obtaining the approval of the 
Government in January 1996, there were certain number of MiG Bis aircraft in 
the inventory of the Air Force. Of these, 24 aircraft crashed in accidents during 
1997-1999 and balance aircraft were available with the Air Force as of April 
1999. In view of the high rate of accidents of the ageing MiG Bis fleet their 
upgradation without extending the TTL poses a question on the efficacy of the 
upgradation programme. 

6. 9 Procurement of armament 

Of the three contracts, concluded in March 1996 with the foreign manufacturer 
relating to MiG upgradation programme, one was for supply of armament and 
associated equipment for US $ 153.15 million, equivalent to Rs 553.63• crore 
required for upgradation. The contract explicitly stipulated that equipment to be 
delivered by the manufacturer would be of new, unused and of current production. 
The terms of contract required supply to commence from 1998 and delivery of all 
the items, barring one item, to be completed by 2000. However, in view of the 
delay in the implementation of the design and development phase of upgradation 
programme, an additional agreement to the contract revising the delivery schedule 
of the armaments had to be signed in October 1999 without financial implication. 
According to which, supply of most of the items would be completed by second 
quarter of 2001. 

I US S = Rs 36.1 S 
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Manufacturer 
supplied the 
weapons valued 
Rs 7.06 crore with 
11 years old 
propellant. 

Contrary to contract provisions, the manufacturer supplied 2000 weapons worth 
US $ 1.95 million, equivalent to Rs 7.06• crore in December 1998 which were 
manufactured in May 1996 with propellant that was 11 years old. The matter was 
taken up by Air HQ with the manufacturer through the Indian mission in April 
1999. The manufacturer, however, informed that even though the propellant was 
11 years old, they were willing to assure stipulated storage life of 15 years 
beginning from November 1998. Efforts made by Air HQ/Ministry to get the 
items replaced with new items failed. The Ministry decided in September 1999 to 
refer the case to Legal Advisor for advice which was awaited as of June 2000. 
The supply of the other armaments was in progress. 

Thus, upgradation ofMiG Bis aircraft scheduled to commence from August 1998, 
was still in development stage despite an expenditure of Rs 1053 crore. Life 
extension studies remained incomplete. Indigenous development and production 
of two avionic systems was delayed. As a result, Air Force continued to use 
ageing MiG Bis in its present state having inherent high accident risk. 

The matter was referred to the Ministry in September 2000; their reply was 
awaited as of February 2001. 

7 Procurement and modification of Jaguar aircraft 

Highlights 

•> Air Force continues to possess 35 Jaguan equipped with outdated fint 
genention navigation and attack system called NA VW ASS for about two 
decades. Their retromodification with third gene.ntion DARIN INGPS 
sanctioned belatedly in No"t·ember 1996 at a cost of 
Rs 158 crore for completion by 2000-01 was yet to take off and was not 
expected to be completed before 2006. The contncts for five sub-systems 
with foreign vendon for this prognmme were at a stand still due to non­
finalisation of mission computer by HAL as the imported sub-systems 
were to be designed around this computer. In the meantime, 14 aircraft 
had to be grounded for periods ranging from 2 to 26 months due to 
prolonged unserviceability. 

0 

t USS =36. 15 
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•:• The Ministry concluded contract for procurement of maritime radar for 
the Jaguar aircraft, in replacement of the existing outdated agave radars, 
after four years of projection of requirement by Air Force resulting in an 
extra expenditure of US$ 1.12 million, which was avoidable. The Jaguar 
maritime fleet had to operate with old agave radars whose maintenance 
was becoming more and more difficult. Three out of five maritime 
Jaguars were lying unserviceable since March-June 1999. 

-----~----

•!• Apathy of Air HQ/ Ministry to speed up the acquisition of auto pilot 
system for Jaguar aircraft was operationally detrimental The Air Force 
not only lost four Jaguar aircraft costing Rs 141.40 crore in serious flying 
accidents, three pilots also died in these accidents. The auto pilots are 
unlikely to be fitted on Jaguars at least till June 2002. 

•:• Integration and flight trials of the laser designator pods procured at a 
cost of Rs 95 crore has been delayed by 20 months. This would, apart 
from delaying the fleet modification of Jaguars, also impose operational 
limitations to the aircraft fleet. In the mean time, warranty of three pods 
valuing Rs 15.33 crore had expired. The Jaguars would not be able to 
undertake missions with laser designator pods in the absence of auto 
pilots, a mandatory requirement which is not likely to be available before 
June 2002. 

•:• The plan of the Air Force to equip the Jaguar fleet with self protection 
jammer, a critical electronic warfare equipment, bas been jeopardised 
even after an expenditure of Rs 184 crore. An initial delay of 24 months 
in mock-up installation not only forced the Ministry to 
re-schedule the delivery of jammers from July 1999 to July 2001, a 
realistic time frame for fleet modification is yet to emerge affecting 
thereby, the operational capabilities of the Air Force. 

7.1 Introduction 

The Ministry approved in October 1978 acquisition of 150 Jaguars and concluded 
two agreements with the aircraft manufacturer in April 1979. While 40 Jaguars 
were imported in a fly away condition, the remaining 110 aircraft were to be 
licenced manufactured by the HAL 12 during 1982-89 in a phased manner. The 
direct supply aircraft were equipped with first generation Marconi inertial 

11 Hindustan Aeronautics Limited 
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. navigatio1r1 and attack sys~em named.NA.¥WAS~, whichh~d low reliabiHty and .. 
was grossly putdated. ·The Mmistry; imn1.ediafoly after induction, had to sanction 
Cllevdopment of. a second •.. generation dispfay, attack tanging inertial navigation 

· •· system named DARIN for its mtegiatiorlon HAL built Jaguars. The Ministry 
idso sfuictfop.ed an ·~unbitious retfOJlllo4ffication .. programme. to upgrade the . 
NA VWASS equipped direct supply Jagµar aircraft .. The Mmistry cUrtailed in 

·.· l982 the indigenous mariufactme progr,aimne :froim HO to 76 aircraft on the 
·grounds iliatihe design. philosophy of the !Jaguar aircratl :was of the sixties and the· 
. #ia~ufacturer of:the aircraft had stopped prbductfonofthe aircraft. However,the 
. ·Ministry had·to reverse its~decisfon•an~it 1s~ctfoned.procurementofl5.additional 

Jaguars from'HAL m September 19881 after.,six years ~of Curtailment 'o:f the 
~dligenous manufactuie, pfogramme. Merlttion. of tµis ·was. !llade in paragraph No·. 
~5 •. of Jhe Report of the, ComptroUer ~d A.u~itor Generat of Iridia, Union 

. Gove11lm.ent(Defence Serviees} fodhe year 1985~86. 
·- t • ' 

· (.2 · Scope,of Aaadit 

. The Review traces the history .of devdopmentandmodification of Jaguars with 
second: generation DAruN System, the st~fos of&tromodification ofNAVWASS 
Jagllirrs.tothitd generation DARIN l!NG]P'S standlai:d:and·the execution of other 

· $.vionic upgrade programmes)· · · · · · .· · 
~· ; . 

(fovemmentaccepted ml979 the necessity to update the navigation.attack system 
. 'mlHAL buHt'Jaguar aircraft :witha more accmateand reliable sy~tem. Air'HQ 

issued the Air Staff Requirements in April '1980 'laying down the specifications 
for the DARIN system. The Ministry alsti sanctioned in April l 980~the forJt11atiori 
of J[IQ13

. for a period of fo$° years With an. initial OllltJay. of Rs 20 Crore 'fOr 
·• dlevefopment and integration of DARIN syStem on Jaguars .. 'Ihe HO commenced 

·. functioning frqmAugust 1980. · 

. {.3.i' The seCQJt1d generatiotj.DARIN system comprises ~fibre~ key sub-systems . 
namely theJnertia1 Navigatio'n System, Head Up Display System and· a Map,and · 
Jglectronic Displ~y'System. Three·foreigrt vendors were chosen for development 
of DARIN sub-systems .. Besides, a host bf Indian agencies were also associated· 

... with the development p~ograillme ... As per the milestones identified for achieving 
' . ' . . . 
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the task of integration, the first flight of first trial aircraft was to be completed by 
March 1982 followed by IOC 14 July 1982 and FOC15 by December 1982. 

Air HQ allotted two Jaguar aircraft to HAL in November 1980 and June 1982 for 
modification and fitment of DARIN system. However, considerable delays 
occurred in the development stage of the system by the vendors and in the 
development of the avionic rig. The actual task of integration of the DARIN 
system in India commenced only in November 1982 after the arrival and 
commissioning of the avionic test rig at IIO. As a result, the first test flight of the 
DARIN modified aircraft could take place only in December 1982 and the second 
prototype aircraft was test flown in September 1983. 

The time frame worked out by Air HQ while planning the DARIN development 
were over optimistic, as this was based on an estimated flying efforts of merely 
200 sorties. On the contrary, from the time DARIN system was first flown in 
December 1982, a total flying effort of 840 sorties had to be resorted to during the 
flight development phase to evolve the DARIN system to its fully operational 
state. 

Consequently, the IOC, an intermediate stage stipulating minimum standards of 
production for the DARIN system, scheduled for July 1982, could be achieved 
only in June 1984. Cumulative delays in realising earlier milestones led to 
slippages and the FOC, initially planned for December 1982, could be achieved 
only in February 1989, after a delay of more than six years. 

Delay in development and integration of DARIN system necessitated not only 
extension of the tenure of the IIO from time to time, post FOC activities such as 
continued flight development and validation of software not catered for initially, 
had to be carried out by the IIO even after achieving FOC in 
February 1989 till it finally merged with Software Development Institute in 
December 1995. IIO incurred an expenditure of Rs 29.89 crore at the time of its 
closure in December 1995. Due to delay in selection, development and 
integration of DARIN system, six aircraft supplied by the HAL during first phase 
had to be equipped with imported NA VW ASS system which besides being 
unreliable, necessitated an additional expenditure of Rs 17.40 crore. 

7.4 Retromodification of NA VWASS Jaguars 

Since there had been a quantum jump in the inertial navigation technology after 
the DARIN was developed, Air Force felt an urgency in March 1995 to upgrade 

14 Initial Operational Clearance 
is Final Operational Clearance 
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35 NA VWASS Jaguars with a modern iµertial navigation· system. ·The Ministry · 
·accordingly, ·sanctioned in . Nov~mber · 1996 retromodification of 
35 NAVWASS equipped JagUars to. thlrd generation DARIN INGPS16standard 
with an outlay of Rs 158· crore to be executed by the HAL, the prime contractor 
and overall project manager for the 11pgrade programme. The programme 
,envisaged· completion of prototype development and flight trials by mid 1997 
followed by fleet modification of35Jagtiars by 2000-0.l as iridieatedbelow: 

As would. be seen from the retromodification · schedule;, 32 Jaguars 
:were to be modified by 1999-2000 .. Tll.e programme, however, ran into rough 

. :weather, as even at the end of May 2000,:nota single Jaguar aircl"aft wa8 modified· 
as discussed below: · 

. 7.4.1 Procurement of cust(,Jmer furniSJied equipment 

I ·• 

Air HQ felt a need to iniport the following state-of-art customer furnished 
equipment as early as in December 1996 for carrying out prototype development 
and integration activities on Jaguar airctaff: 

.(a) Inertial Global Positioning System 

(b) Head Up Display 

. ( c ) Multi Function Display 

. ( d) · Digital Map Generat<?r 

(e) Digital Video Recording System 

16 Inertial Gliobal Positioning Syste~ 
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The retromodification programme, however, suffered from delays due to delay in 
conclusion of contracts for the customer furnished equipment as indicated in 
Annexure ' A'. The Ministry finalised the contracts only by September 1999 by 
which time 32 out of 35 Jaguars should have been modified as per schedule. Not 
only did the Ministry delay the conclusion of contracts, non-finalisation of 
mission computer, a pre-requisite for Jaguar upgrade, severely hampered the 
delivery of the customer furnished equipment to India 

7.4.2 Procurement of mission computer 

A mission computer forms the heart of the avionic systems of an aircraft. During 
the conceptual stage of the NAVWASS Jaguar upgrade itself: the head up display 
weapon aiming computer was planned to be installed in the NA VW ASS Jaguar 
for carrying out the mission computer task. However, during execution of the 
project, a number of disadvantages were observed in the existing system such as 
obsolescence, high cost, no product support and saturated memory etc. 
Consequently, a need to install a state-of-art mission computer was felt in the 
NA VW ASS Jaguar to perform the navigation and weapon aiming computation 
task. Air HQ, however, failed to decide the source of procurement of mission 
computer till May 1999. It was only in June 1999 that Air HQ nominated HAL as 
the designated agency for design, development and supply of the mission 
computer for the NA VWASS upgrade programme and directed them to finalise a 
suitable vendor for the mission computer by July 1999. 

HAL, however, delayed the programme by more than six months, as it failed to 
decide on an appropriate vendor even till January 2000 and has not finalised the 
mission computer, critically required for the Jaguar upgrade as of May 2000. 
Consequently, the Air HQ/Ministry has not been able to sign a composite upgrade 
contract with HAL and the modification ofNAVWASS Jaguar was yet to take off 
as of May 2000. 

7.4.3 Impact of delay 

Delay in finalisation of mission computer, a key requirement for the Jaguar 
upgrade programme, led to a number of adverse consequences. Not only did the 
accumulated delays blur the responsibilities of the various agencies involved in 
the programme, it also led to serious problems in the Air Force not meeting the 
contractual obligations with the foreign vendors. While the foreign vendors need 
to configure their respective sub-systems as per the mission computer design, 
none of the systems contracted by the Ministry as early as in March 1998 could be 
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despatched by the vendors ,to India . tilli May 2000 for prototype development, 
solely due to non-finalisation of mission computer by the HAL. 

Apart from this, while projecting the c~se for retromodification of NA VWASS 
Jaguars, .· Air HQ in March 1995 unequivocally stated that if a retromo~ 

· programme was not undertaken, it would necessitate phasing out of NA VW ASS 
Jaguars from the Air Force inventory earlier· than desired due to their poor 
operational reliability in the present configuration. Audit scrutiny disclosed that 
while the Jaguar squadrons ~ere hard :pressed for NA VWASS speeific items · 
which had depleted considerably, Air HQ had decided not to procure additional 
NA VWASS kits stating that an upgradation programine was on the anvil Tl~e 
action of the Air HQ, however, proved abortive as Jack ofcohesive planning and 
foresight on its part led to grounding of 14. aircraft at a Jagu,ar.operating base for a 
period ranging from2 to 26.months ·as of June 2000 primarily due to deficiency 
and prolonged unserviceability of the NA VWASS ·'specific items. · These 
disturbing trends in the operating bases· convey an unmistakable .impression that . 
until the retromodification programime ·is completed, the unrelil:!-bility of-the 
NA VWASS system fitted 011 older Jaguars would. continue to erode the strike 
potential of the Air Force. · . 

The Jaguar upgrade progrruhme has alryady been·deliayed·by 38 months as of 
May 2000 and the fleet modification. of 35 Jaguars is not expected to be 

. completed before 2005-06, even by any conservative estimates. An expenditure 
of only Rs 48.76 crore, including an advance payment of Rs 34.70 crore to HAL, 
had been incurred mi the prbject as of May 2000 against the sanctioned-cost of 
Rs 158 crore, which is indicative of the; fact that the progress of the. project is 
tardy. While the project cost moved upwards from Rs 158 crore sanctioned in 
November 1996 to Rs 190 :crore in May 2000, Cl: realistic estimate was yet to 
emerge due to many uncertailities in the program1lle. Incidentally, Air Force were 
left with only 33 NA VWASS Jaguars against 35 to be. upgraded originaHy, as it 
lost two NA VWASS Jaguars during the futerim period from 1996-2000 causing a 
loss of Rs 188 crore. 

Air HQ stated, in May 2000, that the NAVWASS Jaguar upgrade programme 
being the fustof its kind, a few delays did occur due to unforeseen problems and 
a number of lessons have been learnt during the course of the programme. They 
added that delay in retromodification ·had definitely affected the operational 
capability of the NAVWASS: fleet. 
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I 

! 
Apart from retromodification of NA VWASS Jaguars, several independent 
upgrades are also currently under way on the Jaguar platform to make the fleet 
more viable and a potent weapon system. Audit scrutiny revealed that. rampant 
delays in planning and cpntractmg vital avionics and weapon systems restricted 
the Jaguar fleet to matute from an original deep strike aircraft to a state-of-art 
weapon platform. Some pf the cases. are discussed below: · 

I 

7.5.1 ProcuaremeU11,t of~aritime radar .. · 

I 
I 

Mention was made in pkagraph No. 35 of the Report of the ComptroHer and 
Auditor General of India, Union Government (Defence Services) for the year 
1985-86 regarding delay in fitment of agave radars imported at a cost of 
Rs 3,03 crore and delay ih selection of a weapon system for maritime role, Agave 
modified Jaguar . aircraft ! were inducted into operational service in March 1987. 

· Tm then, Jaguar aircraft did not have the maritime strike capabHity, 
I . . . 

Agave radars presendy fitted in the maritime Jaguar is of a vintage design. The 
radar is now out of prodvction and its maintenance/product support have become 
very difficult. .To match:the changed operational environment, Air Force in April 
1995, felt the need for a ~odem rµarifone radar with better operational features, 

The Ministry issued tJe request for proposals to three foreign · vendors in 
September 1995. After! technical evaluation, Air HQ short-listed two foreign 
vendors •A• and •B• ~ the radars offered by them met the qualitative 
requirements of the Aµ" Force. On advice of the Ministry during price 
negotiations held Jin March 1996, a team of Air Force specialists visited the 
ven~ors in AprH-~ay• 1[996. for flight e~aluation, or ra~ars. The results w:re 
studied and the M1mstry recommenced pnce negotlatmns m September 1996 ·with 
both the vendors, Aft~r detailed deliberations and negotiations, the . price 
negotiation committee tecommended in September 1996 that· the contract be 
awarded to firm ··A' for ~upply of 10 maritime radars for Jaguar aircraft at a total 
cost of US $ l4,88 m.Hlio~, equivalent to Rs 54"' crore.. · · 

I . . .. 
Since the project cost expeeded Rs 50 crore, Air HQ submitted a proposal to the 
Ministry in October 19Q6 for approval by the CCS17 

•. The Ministry;>however, 
faHed to appreciate the dperational urgency of the project and submitted the case 
onliy in January 1999, aftfr a delay of28 months. The ccs approved the proposal 

i 

e li U§ $ = lRs 36,30 : 
17 1C1111bifillllet IC@mmllttitee ®llll §ecunirftty 
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in February 1999. Finally, the Ministry concluded a contract with firm 'A' in 
· February 1999 for supply of 10 maritime radars at a total cost of US $ 16 million 

and made an advance payment of US $ 4.80 million in May 1999. As per the 
contract, the modification and integration of the first prototype radar 1s to be 
completed by December 2000 followed by fleet modification by December 2001. 

Though, the Ministry knew that delay in conclusion of contract would entail an 
escalation, there was no evidence to sNggest that the Ministry had accorded 
urgency in obtaining the CCS approval although prices were firmed up as early as 
in September 1996. This delay caused an additional expenditure · of 
US $ 1.12 million, which was avoidable and also deprived the Air Force of 
modern radars for the maritime role. 

Air HQ admitted, in September 2000, that only 50 per cent maritime Jaguars were 
modified with agave radars. · Of these, :three agave 'radars were unserviceable 
since March-June 1999 for want of spai:es and only two maritime Jaguars are 
available for maritime role. They also stated that the maritime Jaguar fleet had to 
fly with old agave radar, whose maintenance was becoming more and more 
. difficult. 

I 

7.5.2. Procurement of auto pilot 

· An auto. pilot reduces pilot work load in the cockpit,. enabling him to concentrate 
on navigation, target . acquisition and weapon delivery.· It also .significantly 
reduces the chances of loss of an aircraft· due to pilot disorientation. The Jaguar 
aircraft being the technology :of the sixtie's, were not equipped with an auto pilot 

. . 
system. 

Air Force emphasised the need for an auto pilot in April 1985 for incorporation 
into the Jaguar control system. However, it· submitted the proposal for 

. procurement of 108 auto pilots at an estimated cost of Rs 105 crore only in 
December 1997, after a delay of 12 years. Subsequently, due to shortage of funds, 
the proposal was pruned in March 1998 from 108 to 35 systems at a cost of 
Rs 50 crore, inclusive of the cost of modification by the HAL, so as to coincide 
with NA VW ASS Jaguar retrpfit. · The Ministry approved .the proposal in June 
1998 and concluded a contract wi~h foreig:n firm 'C' in August 1999 for supply of 

. 35 auto pilot systems with associated spares at a total cost of Euro 6.27 million, 
equivalent to Rs. 28.14 • crore. As per contract, the auto pilots would be deliver~d 
to the Air Force between June 2000 and June 2002 and the retro-:fitment of 
Jaguars with auto pilot would be taken tip subsequently. The Ministry made a 
payment of Rs 5.63 crore to the firm till May 2000. 

~ X JEUDU'O = Rs 44,84 
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Failure of the Air HQ/Ministry to seriously recognise the operational need of an 
auto pilot and speed up its acquisition led to Joss of four Jaguar aircraft valuing 
Rs 141.40 crore and three pilots in serious flying accidents attributable to pilot 
disorientation between 1985 and 1999. Apart from this, in the absence of an auto 
pilot on the Jaguar fleet, the Air Force had been forced to avoid its utilisation on 
dark nights, which was operationally detrimental. 

As the auto pilot would not be available to the Air Force at least upto 
June 2002, till then, the operational effectiveness and safety of the Jaguar fleet 
would remain a matter of concern. 

7.5.3 Procurement of laser designator pod 

Laser designator pods with thermal imagery provides an aircraft the capability to 
deliver laser guided bombs during day and night with very high accuracy. 
Non-availability of night vision and designation devices had restricted use of 
Jaguar aircraft to only day light hours. 

The CCS approved a proposal of the Air Force in May 1996 for procurement of 
15 laser designator pods with thermal imagery for fitment on 10 Jaguars and 
5 Mirage-2000 aircraft and modification of 30 Jaguar aircraft for carrying the 
pods at a total cost of Rs 125 crore. The Ministry concluded a contract with 
foreign firm ' D' in November 1996 for procurement of 15 laser designator pods 
with thermal imagery at a total cost of US $ 27 .11 million, equivalent to Rs 95• 
crore to be delivered between March 1998 and February 1999 in two phases. 

However, there had been delay in delivery of pods due to delays in conclusion of 
llight tests and certification of pods on Jaguar and Mirage-2000 aircraft. The 
flight test and certification on Jaguar aircraft, which was planned to be conducted 
by March 1998, was completed by the ASTE18

, only in December 1999, after a 
delay of 20 months. The delays were attributable mainly to delay in software 
development and change in modification scheme of the aircraft by HAL owing to 
mechanical problems. Similarly, certification on .Mirage-2000 aircraft was also 
delayed by nine months. As a result, the warranty of three pods valuing 
US$ 4.38 million, equivalent to Rs 15.33• crore, delivered till May 1999, had 
expired. The remaining 12 pods were delivered between 1999 and 2000. 

11 Aircraft and Systems Testing Establishment 
•I US$= Rs35 
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. Only one twin seater Jaguar aircraft had b¢en.modified by HAL, Bangalore as of 
·May 2000 and the fleet modU].cation of 29 Jaguars was yet to commence. An 
expenditure of US $ 25 millioP. had be~n ihcurred against the contract as of May 
2000. 

Fitment of an auto pilot on the Jaguars is mandatory for executing missions with 
laser designator pods. While the availability of auto pilots for Jaguar aircraft is 
unHkeliy at least before 2002, mismatch and inadequate plamring have seriously 
undermined the fleet modification of Jaguars with laser designator pods. This 
would have a significant bearing on the operational preparedness ofthe Air Force. 

7. 5.4 Pll'ocull'ement of sell/ protection jammell' 

Seff protection jammer is a critical elec~ronic warfare equipment of a strike · 
aircraft that contributes to the silrvival and ~uccess of an operational mission. The 
Ministry concluded a contract with foreign firm 'A' in February 1996 for 
procmement of 92 selif protection jammers, 82 for the Air Force and 10 for the 
Navy, at a total cost of US $ 84.84 minion; equivalent to Rs 280"' crore. Of the· 
82 systems, 50 were contracted for upgraded MiG Bis aircra.ft and 32 for Jaguar 
aircraft. As per contract, 32 systems for the Jaguar aircraft were to be delivered 
between December 1997 and July 1999. The modification programme envisaged 
completion of mock-up instaHation19 on Jaguar aircraft by the end of 1997 
followed by prototype modification20 and flight trials by July 1998. 

The mock-up instaUation on Jaguar aircraft. scheduled to be completed by end of 
1997 was completed oruy in December 1999, after a delay of 24 months, due to 
non-finalisation of standard . of preparation of the· aircraft. This delayed· the 
subsequent tasks of integration of SPJ21 and flight tests. As a result, the Ministry 
was forced to re-schedule. the delivery of sp:J system. As per the revised schedule, 
32 systems for Jaguar aircraft would now be delivered by July 2001, against the 
original delivery schedule of July 1999. Consequently, the prototype 
modification on two Jaguar ·afurcraft, which was scheduled to be completed by July 

19 JWOCllM!Jlll i11Bs1taHiati«1B1 ns Clllll'll'Ued Olllt to fn!IBl!lllnse foicm1tlio111s oft' Ili111e l!'epllacem!Dlle Olllllllts Ollll tl!ne l!lllll'Cll'&ft . 
unsiB11g moclk-WIJlllS. · · -

20 lP'll'llit«11type 11111odlll1fica1tuollll is allll actnvfify ll'llll!JllllBl!'ed 1to 11111odlnfy l!llll afill'cll'a1fh111 a 1tll'fiall lbiasis foll' evallU11atn«11llll 
cf 1tHne DRllS1ta~Iled systell1lll · 

21 Seif lPll'ctedlioun J'all!l1ll111llell' 
~ l U§$=Rs33 
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1998, would now be accdmpHshed by the end of2000, after a delay of29 months. 
Thls would lead to· :further uncertainties in the fleet modification of Jaguar 
aircraft. An expenditure bf Rs 184 crore had·been incurred against the contract as 

I 

of January 2000. 

Air HQ stated, m AprH 2000, that defay in equipping Jaguars with SPJ had 
affected the overaU opera~ional capabHity of the Air Force to some.extent. · 

I. 

' The matter was referred fo the Ministry in October 2000; their reply was awaited 
as of February 2001. j . 

I 
i 

. I . . . . 
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· MJ[ol 7 helicopter was indpcted into squadron service in 1985 and a majority of the 

fleet was imported duririg 1986°89. Totfil technical Hfe of the helicopter is 18 
years or 7000 hours andjfor aero-engines is 3000 holirs. The helicopter and its 
engine require periodic repair/overhaut While the facHities for repair/overhaul of 
the airframe had been se~ up in 1994, there had been delays in setting up of repair 
faciUties for aero-engines and equipment. The faciHties for repair/overhmH of the 
aero-engines have not be~n set up as of October 2000. · · 

The Ministry concluded l contract with.a foreign·fnifm.fil May 1989 for setting up . 
of repair and overhaul fadHties for the helicopters. ~d its aero-engines. The 
Ministry aliso concliuded a contract with the foreign firr,n in AprH 1990 for 
procurement ·of rigs, mabhlnes and equipment at. a total cost of Rs 13 .3 7 crore 
required for settling up the facHities for aero-engines/aggregates, The equipment 
were to be deHvered byfMarch 1992. A Base Repair Depot was designated as 
overhauliing agency wherf these facHities were to be set up by December 1992. 

i 

. I 

I 
I 
I 
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Audit noticed that the process of convening the Board of Officers, finalising their 
recommendations and issue of administrative approval took 1 & months. HQ 
Maintenance Command accorded administrative approval for the works services 
at a cost of Rs 49.72 lakh as amended in April 1992. The works for installation of 
rigs and machinery was sanctioned separately by Air HQ in Fet: ua. ; 1994 at a 
cost of Rs 93.80 lakh revised to Rs 98.75 lakh in February 1995. These works 
were to be completed by March 1995 and February 1996 respectively. HQ 
Maintenance Command sanctioned in July 1997 another item of work for 
accommodating special cooling equipment and additional rigs at a cost of 
Rs 48.49 lakh. Of the three works, two were completed during February 1998 at a 
cost of Rs 1.81 crore after a delay of over two years. The third work was 
completed in June 2000 at a cost of Rs 43 lakh. 

The test rigs/machines procured for setting up of overhaul facilities for 
aero-engines have been received, installed and commissioned and a sum of 
US$ 12.95 million, equivalent to Rs 45.33 crore• had been incurred on setting up 
of repair/overhaul facilities for aero-engines as of October 2000. The 
repair/overhaul facilities are expected to be fully available only by end of 2001. 

Kepair of engines The delay in setting up of the facilities forced the Ministry to conclude seven 
abroad involved an contracts between November 1993 and January 2000 for repair/overhaul of 
expenditure of aero-engines abroad at a total cost of Rs 86.36 crore to maintain the desired level 
Rs 86.36 crore. of serviceability of helicopter fleet because of the fact that out of the total aero­

engines held by the Air Force, the availability of the serviceable engines were 
alarmingly low. During July 1999 to January 2000, 120 engines were got 
overhauled abroad after running 100 to 1246 hours. Some more engines might 
need to be sent abroad if production at Base Repair Depot does not cater to 
operational needs. Airframes of 30 helicopters were also got overhauled abroad 
after doing I 000 hours. 

During June 1998 to May 2000 on an average 17 per cent helicopters held in the 
inventory of Air Force remained grounded for want of aero-engines. The state of 
serviceability of helicopter fleet also deteriorated during the same period. The 
Ministry attributed the delays in setting up of the facilities to the disintegration of 
erstwhile USSR as the foreign firm indicated their inability to supply the required 
rigs/technology contracted in April 1990 and the Ministry had to conclude 
contract for supplies of these items and technical assistance from alternate sources 
between December 1995 - July 1999 to restore the overhaul project. 

The Ministry stated, in October 2000, that only 37 per cent of helicopters were 
got overhauled abroad after I/7th of total technical life and facility would be used 

6 I USS = Rs 35 
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for 86 per cent of their ~ife and for future inductions with suitable adaptations. 
The Ministry added that kome engines might still need to be overhauled abroad. 
This contention is not terlable as the continuance of helicopters after 18 years of 

. I . 

use would depend on the fitness and suitability of heHcopters at that t:i.me. 
Further, facilities for engfue overhaul were not yet operational. 

. Thus, despite an expendi~ of Rs 47.57 crore, the fucilities for repair/overhaul of 
aero-engines, scheduled for completion by 1992 were expected to be set up oruy 

. I . 

by 2001, after 12-15 years of induction of the helicopters, by which t:i.me major 
portion of the total techhital life oflarge number of helicopters woulld be over. In 
the meantime, an expbnditure of Rs 8636 crore had been incurred on 
repair/overhaul of engine~ abroad. 

! . 
i 

I 
lFaiii.Iluire to follfow C([])Jr!l"ec~ !Illll.aRii.IIDteimammce Jlllll"O<eedunlie oft" Jbai1tttery eel!§ by ([])]pl<eratfumg 
\ll!JID.ii.t Ir<e~rn11Illtedl furn a.llll a.ircr~ffit mcddlel!llt ilmv@Ilviillllg ]([])SS ([])f lRs §337 Cll"([])l!"<eo 

I 

. . . I . 
Air HQ procured 3349 9:n volta from a ~m against an order placed~ Aug~st 
1994. In January 1996 Air HQ reported fBrdure of 86 cells at two operatmg umts. 
During joint investigation the firm rectified 46 cells by balancing them at the unit 
itself and revived 14 at I its premises and returned to the units. Remaining 26 
defective cells could not be revived. 

A trainer aircraft met wilh a se~ious flying accident in February 1997 leading to 
loss of Rs 53.37 crore. 4 Court oflnqu:i.ry instituted to investigate into the causes 
noted that correct tecmpcal practices for serv1Cmg the battery ceH was not 
followed at the unit leve~ and the battery was deared for use on the aircraft with 
less capacity than spec:i.fted limit. The Court of Inquiry observed that there had 
been high rate of failure: of battery ceHs supplied by above firm and about 340 
cells failed over a period! of three years arid attributed the most probable cause of 
accident to total electrical faHure due to sub-standard quaHty of cells suppHed by 
the firm whlch had a • cktalytic effect· on the thermal runaway caused by over 
·heating ofoatter:i.es. Th~ Court of Inquiry also added that no specific instructions 
. on the mainta:i.riab:i.Hty 0:£ the batteries had ever been issued to the unit since June 

1995 apart from manufa~turer's operating manuals. ~ · 
I 

.. I 
I 
I 

I 
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Afiir HQ pllaceirll; 
anotbell' Oll'del!' Ollll 
the firm nIID Ai!»rnll 
Jl.996. . 

The Ministry 
attributed tllne. 

· failure of !battery to 
unadequmte 
maintenance 
practices, 

Air HQ placed another order.on the same firm in April 1996 for supply of 1370 
ceH volta. The supplies materialised in April 1997. Of these, 40 ceHs valuing 
Rs LOl lakh failed during warranty period due to manufacturing defect. 

The Ministry stated, in October 2000, that the defective ceUs that caused the 
flying accident in February 1997 were supplied by the firm under the order of 
August 1994. While it accept~d that the cells supplied by the firm under orders of 
August 1994 and April 1996 suffered from a manufacturing defect, they also 
added that thermal runaway caused by over heating of the batteries is a gradual 
process that occurs only due fo inadequate maintenance practices being followed 
at the operating units, · 

Thus, use of defective cells supplied by a firm and failure to ensure the correct 
maintenance procedures led to a serious flying aceident of a · trainer aircraft 
involving a loss of Rs 53.37 crore. 

The Ministry procured! communication systems valued Rs 7all.5 Clr([J)Jre not 
meeting qualitatitve requ.iirelliments. Mmlt ([J)f tllne lhlellkopter Jlleet is opeirating 
·witllnollllt sec1111re C([)ll!!Ilil!llR1!llllll.licatfon system.. 

icheetah/Chetak helicopter fleet of the Air Force has been carrying out extensive 
flying operations throughout the country in remote hilly areas, desert, over the sea 
and often in inclement weather. However, the helicopters did not have suitable 
communication system to provide prompt communication to the concerned 

·agencies from the remote areas at the t~e of emergency, In order to meet the 
operational necessity of conveying timely communication to appropriate agencies, 
Air HQ proposed in October 1995 procurement of 45 sets of communication 
system for installation on these helicopters. 
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'fhe Ministry approvetj the proposall in November 1995 subject to tedmical 
evaluation. of the systexh to clearly establish the conformity with :requisite QR22 

speciaUy in terms of frequency, range etc. Price Negotiation Committee under the 
Chairmanship of Di:rectbr (Air) negotiated the price with three foreign firms and 
recommended m March 1996 for conclusion of contract with one of the foreign 
fnrms ·for supply of 4;5 sets of the system at a totall cost of US $1.98 minion, 
equivalent to Rs.7.15<11> crore. Accordingly, the :Mwstry concluded a coID,tract 
with the foreign firm in! March 1996. DeHvery of these systems were completed 
in August 1997. i 

I 

The ASTE23 flight evall~ted the system which disclosed in Novem~er 1997 that 
the system did not meet the QRs in the areas of fr~quency range, speech secrecy 
and anti-jamming etc.I and, therefore, cannot be mecommended as secure 
communication system I for induction in its present state. Air HQ waived the 
deficiencies and recommended in November 1998 for acceptance of the 
communication system despite known deficiencies. 

- I . . 

Air HQ stated, in June 2000, that the parameters which did not meet the QRs were 
add-on features and we~e waived off. Air HQ's contention is not tenable. as the 
Ministry had explicitly bentioned while_ sanctioning the procurement that system 

. would be evaluated td establish their conformity· with the QR. The aspect 
regarding waiving of yital parameters was not brought to the notice of the. 
Ministry before conclusion of contract and were waived in January 1998 after 

I 
. delivery of the sets which goes to prove that acceptance was a fait accompli: 

- I - - - -
Only 10 out of 45 sets pave been modified as of December 2000 and remaining 
35 sets were awaitfug kstaHatiort and their warranty had expired in December 

I . 

2000. Accepting the facts, the Ministry stated in January 2001, that the 
modification of the rem~ining sets would be completed during 2001- 2003. 

- I - - .- ·. 

Thus, the system procured did not meet the QR in the areas of :frequency range, 
speech secrecy and anti+jamming considered to be the vital requirements. further, 
majority of the Chetah/Chetak helicopter fleet was still operating without secme 
communication system aespite an expenditure of Rs 7.15 crore. 

. I - . 

I 

I 
i 

22 Qllilailntaitiivie lRtei[j]llilDIJ"teuunienn1t~ [ . . _ 
· 
23 Anll"CIJ"lllffit Sys1tieuun anndl 'JI'ies1tfinng 1Es1talbillfisllnuunienn1t 
Jj, Jl ius $ = Rs 316.Jls I 
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The firm cautionellll 
Air HQ about aJm 
increase in piriee as 
the manufactmr~Il" 
was known to b:e 
facing recessimn. 

The firm offered an 
exceptional price of 
lFF 1.65 mimon lillll 
July 1998. 

Air HQ provideidl 
wrong inputs to the 
Ministry. 

Despiite lbfal!D.lk.et aJPlpll"ovan acc®rrlled by Gt!llvemment, Aiir HQ/Ministry 
delayed the JPllacemmeimt of IJl11lll!"Cl!nase Gl!"dleir fol!" l[)Verhaull. o:f an item of eRedronic 
wairfanre poa:ll. 'fllne mrdel!" was placed only in May 1999 although these were 
dun.e foir @verhauR in 1997. 1Faihnire of the Ministry-to- cOfidude the ove1rhaul 

. -contirad tlimeiy, des]pllite avaiHabHify of a reasrnmabie offer, resulted in an 
avl{])iidalblle Hoss o:!f Rs 2.24 c1rmre • 

. Espadons24 procured in 1987,were due for overhaul after 10 years or 350 hours 
whichever was earlier. Directorate of Ground Electronics, Air HQ in July 1996 
invite~ a proposal from a foreign firm 'A' for overhaul of 10 Espadons with a 
view to increasing their life by 10 years more. Government accorded blanket 
approval for repair of such items abroad. Air HQ were authorised to despatch the 
items abroad without formal approval of Government. · 

Firm 'A', the only source for Espadon, submitted their first quote in August 1996 
for FF 1. 72 million for overhaul of one E~padon which was subsequently revised 
to FF 1.68 million in September 1996 and 'FF 2.17 million in January 1998. While 
submitting their offers, the furn alerted Air HQ on every occasion that Espadons _ 
were no longer in mass production by the OEM25 ·and consequently, many tools· 
and benches would have to be manufactured or updated/calibrated. H also 
cautioned Air HQ that the prices could drastically increase in future as the OEM 
had to maintain·specialised pe?ple especially for Espadon overhaul. 

Though Air HQ were authorised to despatch the items abroad without formal 
approval of Government, they referred the case to the Ministry for constituting 
PNC26

. 'fhe Ministry commenced price negotiations only in February 1998 and J,~ 
offere~ a price of FF 1.14 million per Espadon, based on .the input. s provided by}~.·\lr 
the Arr HQ. The firm, however, rejected the proposal and offered an exceptional J'.\ 
price of FF 1.65 million on 8 July 1998 with a deadline of 13 July 1998 for YvJ 
conclusion of contract. 

~=~si~~~n°! ~t~~ ~~v~~ ~~~~~~:Ve~~:. !. ~ir~~o~~i' 
July 19~8, also a~cept~d that_t. ~ey had ~upplied wrong inputs to the Minis~r~ on1\l 
the basis of which the M1mstry arnved at a figi.lre of FF 1.14 mllhon. i . 

' i . I 

24 lEspaidlmn lis Ill powell" systellilll :tfo1r eHect1ronic wa!rlf.'ltre poi!ll of a tighter aill"craft 
25 Oll"ignllllall lEqllllnJPlmellllt MH111fadlll!ll"ell" · -
26 lP'rice Negotnatnm11 Committee 
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The Ministry 
accepted the final 
offer of FF 2 million. 
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Nevertheless, it requested the Ministry to conclude the contract at a unit cost of 
FF 1.65 million as being reasonable. 

The Vice Chief of All Staff in August 1998, wrote strongly to the Defence 
Secretary to conclude the contract immediately to obviate non-operationalisation 
of the electronic warfare system of the fleet27

. The Ministry, in a bid to finalise 
the issue, marginally increased their initial offer of FF 1.14 million to 
FF 1.25 million, which was also rejected by the firm. 

The matter was further discussed in the PNC held in November 1998 and the firm ~ 
reverted to their earlier offer of FF 2.17 million submitted in January 1998, 
reasoning that they would now need to regroup the overhaul facilities which had 
been disbanded during the interim period. In an attempt to retrieve the situation, 
an Indian mission abroad, at the instance of the Ministry, persuaded the firm in 
January 1999 to maintain the price at FF 1.65 million offered in July 1998. 
However, the firm responded with a final offer of FF 2 million. At this stage, 
sensing criticality of the situation, the Ministry in January 1999 belatedly realised 
the futility of holding further negotiations with the firm and approved the offer of 
FF 2 million. Finally, the Ministry placed a purchase order in May 1999 on firm 
' A' for overhaul of9 Espadons at a total cost of FF 18million, equivalent to 
Rs 12. 78 crore • . 

Thus, failure of the Ministry in not accepting the offer of FF 1.65 million each for 
overhaul of nine Espadons resulted in excess expenditure of FF 3.15 million, 
equivalent to Rs 2.244 crore, which was avoidable. 

Admitting the facts, the Ministry stated, in October 2000, that the requirement of 
overhauling of Espadons being inevitable on account of operational necessity on 
one hand and single vendor situation on the other, it had to conclude the contract 
at a much higher price at FF 2 million per unit. 

The fact, however, was that though Air HQ was competent to despatch the items 
abroad without approval of Ministry, they referred the case to the Ministry for 
negotiations which lasted over a year and ultimately resulted in excess 
expenditure of Rs 2.24 crore instead of any savings. 

17 Mirage - 2000 fleet 
• IFF =Rs 7.10 
•tFF=Rs7.10 
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Tine llli!l"m :mgreedl 1tl!ll · 
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us $ 3.410 mmEH!lf1omn. · 

Th~ Mn1111isttry 
c«nncHudedl 1tl!ne • 
Cl!ll!lll1trad alt llRigll)le!!" · 
ll"21t~. . 

Neglligiellll(!!C ([])f Aii1r HQ m lrWt mtimatillllg the Mmistcy t({JI conclude the C'1DJUltract 
at ttllne rerlhrnceirll mies agreed fo by lthe Jffirrm led to extra expendiitt\lli!l"e of 
Rs 28 lalkh. 

In order to improve the seiviceabiHty of the optical laser system fitted on an 
aircraft, a team of foreign specialists suggested procurement of certain spares to 
brmg the serviceabHity of the aircraft fleet to the desired level. 

. ~ 

Based on the recommendations of the team of foreign specialists, Air HQ put up a 
proposal in August 1997 for approval of the Raksha Mantri for procurement of 
the spares at a total cost of Rs 14. 74 crores based on the quote of a foreign firm 
submitted in June 1997 which was US'$ 4.15 million. 'fhe Raksha Mantri 
approved the proposal in January 199K 

fo April 1998, the firm revis.ed their offer from US $ 4.15 million to US $ 4.19 
miHion In a Price Negotiation. Committee meeting held in April 1998, the firm 
reduced the price to US$ 3.50 minion an:d then to US$ 3.47 minion. 'fhe Price 
Negotiation Committee gave a fmal indication to the firm to reduce the price to 
US $ 3.40 minion. for concb.ll~ion of the contract. However, the firm was reluctant 
to accept the price of US $ 3.40 minion but promised to revert back after 
consulting their head office. : ·· 

On· 6 May 1998, Air HQ asked Air Attache abroad to liaise with the concerned 
authorities and prevail upon the firm to agree to the offer of US $ 3 .40 minion. 
Air Attache faxed a letter of. 8 June 1998 to Air HQ stating that the firm had 
agreed to reduce the price to US $ 3 .40 mHlion for conclusion of the contract. 

The Ministry, however, con.".Ruded a contract at US $ 3.47 million on 11 June 
1998 without tfildng . cognizarice of Air. Attache' s letter of 8 June 1998. resulting 
in an extra expenditure of Rs 28.11> lakh. · 

'fhe MiniStry while accepting the facts stated, in October 2000, that an enquiry 
has been ordered to probe the lapse and fix the responsibility . 

.e. ll 1US$=Rs41()) 
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Defay rum C@llll.dll!§lolID I <l)f. C<l)Jllltrad despnte the availabD.lliity of fund~ 2!llldl 
]l:»Jf'<l)]plriefany artfolle ce:lrtiifficate m. faV@1UUf of l!llU!ll!llUfadwnrer !t"l.e§llll.!ted iJm extra 
CXJ[JH.e!Dldlltlllllt"C Of lb 43 !~kJln Which l'V':alS avoidlalb>He. . 

I • 

System 'X' installed oj an aircraft is a vital electronic warfure system. In order to 
replace the ageing system installed on the aircraft and to keep the electronic 
warfare sy~em of the I aiircra:tt serviceable, Air HQ proposedl. in June 1994 to 
procme 11 items· of electromc warfare spares -from its manufacturer. All the 
.items were of proprietary ·nature. Based on the quote ·of the manufacturer, 
procurement was estmiated to cost Rs 5.36 crore induding transportation cost. 
The cost; however, increased to Rs 5.71 crore Jin September 1994 due to exchange 
rate variation and was taHdl upto 31 December 1994. The proposal submitted by 
Air HQ was approveb by the Defence . Secretary in September 1994 and 
accordingly sanction ~as issued :in November 1994. for the procurement of 11 
items of electronic warfare spares at a total cost of Rs 5.71 crore on a single 
tender basis, the items ting proprielaiy in nature. . 

I 

Th.e indenting Directorate sent all the . requisite papers alongwith indent and 
proprietary article certificate to Directorate of Purchase on 10 November·1994 for 
procuring the items before expiry ofvaHdity of the quote. The latter received the. 
papers on 15 Novembet 1994. Availability of funds was also cdnfunied. 

I 
I 

i 
However,-the Direct9rate ·of Purchase mstead.ofprocessing the indent with the 
otj.ginal manufacturer iji whose favour P AC28 was. given, floated a tender enquiry 
on 23 December 1994 to 12 other firms notwithstanding the fact tha(iteffis.yvere 
of proprietary.nature .. pnly two firms viz. the manufacturer in whose.favour the 
PACwas issued and aq.other fjrm responded~ Since the lowest quote of the other 
fHm was exceptionaHy low as compared to the rates quoted l;>y the original 
manufacturer and ite~ being highly sensitive, it was decided to procure the items 
from the 9rigmal manufacturer itself ill whose favom the PAC had been iSsued by 
the indle~tmg D:i.recto~ate. Hi the meantime, ·the -vaHdity of offer expfilred_ on 
31 December 1994 and the manufacturer enhanced the cost from Rs 5 .71 crore to 

.. I . . . , 

Rs 6.14'crore. Finally,! the contract was concluded with the manufacturer :in July 
1995 at a total cost. df Rs· . 6.14. crore. ·This . resulted in extra expendlitme ·of 
Rs 43 llakh. The Ministry accepted the facts .in .August 2000. · 
;, 1· - - . ·. , . 

28 lP'll"l!llJ!»ll"nemiry Artn.clle Cemffii~te 
i 
I 
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Thus, despite the availability of PAC in favour of the manufacturer, Directorate of 
Purchase invited limited tenders and condusion of contract was delayed resulting 
in extra expenditure of Rs 43 la.kb, which was avoidable. 

The il!ljudicfous id!ecisirnm ®f Air HQ to msfaH the rad.al!" dose to the sea 
resunlted in sub-optimal utilisation 4l!f tllne rndar despite adldiitfonall expelllldliituure 
of' Rs 1.89 croJre. 

The performance of a radar installed at a cost of Rs 15.39 crore continued to be 
sub-optimal despite incurring additional expenditure of Rs 1.89 crore on new 
software. Audit scrutiny of the relevant records revealed the following: 

(i) Although the radar was received in March 1989, its installation was 
completed in June 1990 and was put into operation only in 
August 1992, after the warranty was over in March 1991; 

(ii) · · Though the siting criterion of the radar clearly stipulated installation 
adeast 20 Km away from water bodies of area more than 100 Sq Km, 
the radar was installed at a ·distance of only 100 meters from the sea. 
This resulted in a delay in track initiation, particularly during May -
June and October:_ November due to excessive sea clutter, thereby, 
severely restricting its operational capability; 

(iii) Based on the recorµmendations of the manufacturer, an expenditure of 
Rs 1.89 crore was incurred in May 1997 to install a new software. 
However, this did: not improve the performance of the radar during 
excessive sea clutter. 

The matter was referred to the Ministry in July 2000; their reply was awaited 
as ofFebruary 2001. 
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. I . 

DC.DA (DAD) HAL~ pangafore m.adie. payment ·for suppB.y l[)f Wing Dirnp 
Tanmlks ~t rate hngl!n.et 'ham. the l!"ate of the year of delivery stnpunHatedl in the 
([))Jrder whi<!!lln led fo am ~veirpayment C!Jf Rs 5.941 crnre to HAL. 

I . 

Payment for the products supplied and services rendered by HAL to Air Force are 
I . 

made at fixed cost quotation rates proposed every year by them and approved by 
Ministry of Defence . 

Air Hq placed an orde~ 1 on Nasik Division ofHAL2~ in April 1988, for supply of 
320 Wmg Drop Tanks 1f 1990-91. The payment agamst the order was to be made 
as per fixed cost quotation rate for the year 1990-91. 

HAL, Nasik Division sfpplied only 100 Wing DropTanks durmg 1990-91 and 
A030 (DAD) -HAL, Nasik made payment for these tanks at the fixed cost 
quotation rate of the y¢ar 1990-91 i.e., Rs 3A8 fakh each. The order for the 
rema:ining 220 Wing· Drop Tanks was cross mandated to HAL Bangalore in 
February 1991. The' Jupplies were completed dutfug the period 1991.:92 to· 
1993 - 94. _Air HQ exte~dedm January 1996 the deli.very schedule upto 1993 - 94 
without cost.enhancement and subject to levy of Hquidated damages for delayed 
deli.very. 

Scrutiny of the paid iri.voices disclosed that HAL Bangalore claimed the payment. 
as per fixed cost quotatibns of the years in which Wing Drop Tanks were supplied 
which ranged from Rs 5~45 lakh to Rs 6.42 llakh per unit plus packing charges and · 
4 per cent CST. DCDA (HAL), Bangalore, however, failed Jo regufate the . I . . .... ·· 
payment correcdy and made payment of Rs 13.51 crore (after adjusting recovery 
ofRs 61· lakh on accotlnt of liquidated damages) against admissible amount ·of 
Rs 7.57 crore resulting in an overpayment of Rs 5.94 crore. The Ministry 
accepted the objection lnd stated that necessary :i.nsJnictions had been issued to 
CGDA31 to recover the bverpayment. -.,_, · · · 

- . . • I - . . . . .. .· ·. . -_··· _· ·- ~ . ·_ 
Thus, regulating the payment to HAL. at the fixed cost quotation rates of the year 
in which Wing Drop Tb.Ms were. delivered -instead of the rate applicable to the 
delivery schedule giveh in the order placed in 1988 led to overpayment of 
Rs 5.94 crore to HAL Bkngalore Division. 

. . I . 
. I 

29
-lHIUlliltdluns1talllil Ae!l"l[J)llllaun1tllcs ILiiillliliiteidl 

30 Aeel[J)unllllts Officer (IDefellllee 4eeounllllts Depmrtmmiemnt) 
31 Collll1t!l"oHiler Gellllell"l!lll oft"IDefeUllee Aecmnun1ts 

. I . 
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,. 

CeJmt!l"e foli" Aftr 
Bor11ReSystemms ' 

· pfiacedll pun!l"cllnase : 
Oll"deirs iil!R Jamnaey 
199§. 

Ce11Bt11"e foll" Air 
Boll"l!lle. Systems 

. mma«lle Iimidmmnssiiblle 
· paymel!llt of Rs 95 

llalklln towa1rds 
foreigrrn excllnHge 
1rate varnatnoll!l. 

' 

Centire foit Afr Borne Syst~ms made payment of Rs 95 fakh to a Plll!bllic 
Sedol!" U!llldertalkiimg towards fol!"eign exd1ange rate variatioima!thmrngh it was 

· llll.ot payable as pe1r supply oirder pfacedl iiin the Undertakilmg. 

fa response to a letter of intent placed by Centre for AJbr Borne Systems in 
November 1994, a Public Sector Undertaking submitted in December 1994 five 
quotations for supply of five items of g)round support and testing systems for 
testing .and integration of a high power radar at a total cost of Rs 8.90 crorewith a 
foreign· exchange content of Rs 6.90 crore; The quotations also provided for 
payment on account of foreign exchange rate variation. 

Kn the meeting of Tender. JPrurchase Committee held on 3 Jantiary 1995~ the 
representatives of the Undert8.king agreed to reduce the cost of the· systems from 
Rs 8.90 croreto Rs 7.75 crore and deletipn ofthe clause relating to payment of 
foreign exchange rate variation. Subsequently, the Undertaking submitted on 17 
January 1995 the revised quotations indicating the total 'cost of the systems at 
Rs 7.75 crore as firm and: fixed without a clause for exchange var:i.atfon. 
Accordingly, Centre for Air Borne Systeims placed in January 1995 five purchase 
orders on the Undertaking for supply of systems. The Undertaking supplied the 
systems .in March 1996 and also , claimed Rs 95 lakh on account of foreign 
exchange rate variatfon for which there was no provision in the pillchase orders. 

Director, Centre for Arr Borne Systems sent the bins to CDA32 (R&D), Bangalore 
fu March 1996 to make payment ofRs 95 fakh to the Undertaking. Accordingly, · 

. CDA (R&D), Bangalore made the payment, which was not admissible. On this 
being pointed out in Audit, Director of the Cetitre for Air Borne Systems stated, in 
August · 1997, that the payment of foreign exchange rate . variation was made 
keeping in view the proVision8 of Mfuistcy' s letter of 16 August 1985 and urgency 
of taking deHvery of the items. This cm;i.tentiori is not tenable as the Millistry' s 

. letter referred to above did· not form part of the revised quotation and purchase 
orders. In addition, the issue of payment of foreign exchange rate variation was 
also deliberated in the Review Tender lPuirchase Committee and it was decided to 
recover the' amount from the Undertaking. Centre for Air Borne Systems 
approached the Undertakiri.g to refundthe amount in May 1999. 

Accepting the · facts, ·the Ministry stated, in . JUly 2000, that the refund· of 
Rs 95 lakh from the Undertaking was aw~ited. 

32 ' 
C@llllltD"oililell" oirDefennce AccoUillllltS (JReseaD"clln am!!. DeveiloJllllllll!H\1:) 
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. -

. I - . . . . 
New sqUD.:mdlll"({J)llll.S cll:"e~te~ for pr({J)vi\d!mg mi1r .. defe!lllce ~({J)ver. fo vfttmn JJMDmts carded 
11.llD.ll"ellR:mbRe lillllHS!dllies vail*ed at lb 26.5@ t!!Jr«Dire a!lmtd lllll!llsunit:mlb>le specfallist vellil.icfos 
coS~iimg Rs 4.14 CJl'({J)!l"e. j -

Govermrient sallctionedl in 1989 furmation of certain missile squadrons in the Air. 
Force for providing foW-level air defence cover to designated vii.tali points; Bach 
squadron was to be equipped with required system, specialist vehldes, iradar, 
simulator and miss:i.1es. ! Audit scrutiny of the relevant records revealed that seven 
specialist vehldes imp6rted at a cost of Rs 4.14 crore for these squadrons could 

• • '"1 I · .• 

not be put to use. SimHady, eighty missiles imported at a cost of Rs 26.50 crore 
for these squadrom wete. umeHablie and are lying in stock. Detailed findings are 
elucidated befow: j -

Specfani£nt Velldc!es I 
. . I . - . -

@ The specialist vehide is used :in the Army on the.pattern of country of 
origin 'for ~:ir defence of motorized infantry -or armoured divisions, 
intended to /be a mobile-base during operations. By contrast, five of 

_the aforesai1 squadlroll1S were assigned the role of providing airdefence 
cover to air fields where Base Air Defonce· Ceri.tr~ Systems were 
already ava,fable for providing command and control inputsto·combat 
vehides. Therefore, the specialist vehldes cowd not be put to arty use 

I . . 

after their receipt in 1990. . --

© . Army authJrities regularly requested the Air For.ce to transfer these 
vehides- to I them _on the -·ground that the air fields protected by the · 
squ.iiadmll1S were static in nature. _ Despite their in.abH:i.ty to use these -
vehides, thb Air Force resisted the transfer for 10 years .. The transfer 

. approved fud July 2000 is yet to be effected. 
I 
I 

. I . . - - -

Even though 80 missiles Type 'A' were received in April 1994 against 
a contract qfFebruary 1993, live firing wasn.ot carnied out till January-
1999. Performance of only one of six missiles used in live firing was 
found to bd satisfactory. 

. I - . -

'fhe faHure of ffiissHes was brought ;to the notice of the supplier in 
I . . 

February 1999. Negotiations for the visit of supplier's Ji.ll1Spection team 
. I . 

I . . . 

i 
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No formail 
agrreemel!llt was , 
crnmcluded wmn lflIAJL 
wlhliiie emntrwistfiimg tllne 
sernchng of allll!'\Cnnft 

. tto"tlhlem •. 

Aim afircraftt was , . 
idlamageirll d!Ulle tto • 
l!IlegRiigellllce of JHIAJL 
tt~dmiichm •. · · . 

continued for more.than one year which was finally sanctioned in July 
2000. · The supplier categorically stated that he would not be liable if 
there was an.y violation of the maintenance procedure. Moreover, the 
cost of the visit estimated to be Rs 15 lakh would be met by the Indian 
side. 

0 Despite the . faihmre of these :missiles . in live firing, their · original 
operational, life of six yea:n.-s was extended by two years up to 
December 2002. 

fa sum, the specialist vehicles imported at a cost of Rs 4.14 crore were retained by 
the Air Force for 10 years despite their apparent non-requirement and 80 missiles 
imported at a cost of Rs 26.50 crore were unreliable. The likelihood of 

1
the 

supplier accepting liability more than six years after supply of the missiles 
appears uncert.iin. This also raised serious concern about the operational 
effectiveness of the new sqtladrons whic4 carried unnecessary vehicles and 
unreliable missiles. 

Tlhle loss am.ouimtmg to Rs 1.19 c:ro1re. sustained ~n account «11f dam.age to an 
aiircrnft aind. hange1r door due to neglige~ce of HAL technician would need! to 
be :recovered fJrom lHIAL instead of regularising the same. 

Government entrusted the first and second l:ine servicing of the ~ircraft of a flying 
Training Establishment to HAL33 in November 1980 and the cost of servicing was 

· to be paid by Air Force. Though the facilities. to be provided to the HAL 
personnel had been specified in the letter, 'nothing was mentioned about HAL' s 
responsibility and accouritabili.ty either in the letter or through any separate fo~l 
agreement. 

As a part of daily inspection schedule, an aircraft of the training establishment 
was given ground run by a HAL technician on 27 October 1997, when it met with 
an accident and hit the hanger door sustaining extensive damage. . The Court of 

. Inquiry in November 1997 held the HAL technician directly responsible for the 
·. mishap and the Deputy Manager incharge of the HAL Detachment indirectly 

responsible for his error of judgement in assessing the competency of the 
technician to carry out ground run safely as well as for his negligence in imparting 
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assesseirll att 
Rs Jl.Jl.9 Cll"ID!!'e 

'lrllnll"ee 'Jl'l!"arrns 
rel!:eiivel!'s l!:osttlirrng . 
Rs 57;l18 Ilalklln 
Well"e serrntt 2Jllll!'1DairlJ 

· for ®Vel!"l!narrn!L 

practical trainfug in han~Hng emergency situation. However, the Court oflnquiry 
recommended that the dost of damage·to the aircraft and the hanger door may be 

I . 

regullarised by the Competent financial Authority. Air Officer Commanding-in -
Chief, HQ Trammg Cobrnrnand did not agree and opined in December 1997 that 
the cost of damages a5 assessed by repair agency be compensated by HAL as the 
maintenance of the airdraft was being carried . out by them on payment and the 
damage had occurred dhe to negligence of their technician. However, the Chief 
of the Air Staff whHe tmisidering the case, upheld the recommendations of the 
Court of Inquiry a4d or~ered in September 1998 that the entire cost of damage to 
the aircraft and that ofb.anger door.as assessed be written off. The cost of repair 
to aircraft was assessdd by HAL in May 1999 ·at Rs 1.1 7 croire iindusive · of . I . . . . .·· . 
Rs 13 fakh towards their profit and the cost· of damage to hanger door was 

I 

assessed by Military Engineer Services at Rs 1. 80 lakh. 

. I 
Smee, HAL was respon8ible for servicing and inaintenarice of the aircraft and loss 
occurred due to negligebce 'of Ji.ts technician during ~outline maintenance check of 
aircraft, the amount of lpss should be recovered from HAL instead of regularising 
it. Government should look. into the matter and explore the possibHity of 
concluding agreement j with HAL dearly specifying the responsibilities and 
accountability. . j · · · 

Accepting the facts, ttje Ministry stated, in December 2000, that Air HQ have 
been advised to recover the amount from HAL instead of regularising it, as the 
foss has occurred due tb negligence of HAL. They added• that Air HQ have been 
advised ~to explore the possibility of concluding an -agreement with HAL 
specifying their respon~ibHiities and accountabii.Hty. 

TBnrree Tral!lls rrel!!eiivbrrs · c@Miing Rs· 57018 falkh !!!l!Dlll~dedl !!Dy Ail.Ir JForr!l:!e · 
reprresellll.1t211l:iive :fflfl!Dm k foirefigrrn supplliieir ai:ffiter thefur: ([J)Vell"lh21111n ant a cost ([)f 

I 

Rs 18Al@ Ralldn dlnd !IE.l!Dt re~clln 1lllllltD.mmalte C([J)JmSll.gimee 2Jmali 1aure lllll\llsSJll!D.g., 

I . 
I . - . -

Three Trans receivers 1costing US$ 181,235, eqilivalent to Rs 57.18 :l.fildi" :were 
sent to a foreign supplier in June 1996 for overhaul against a contract of 

, , i ' , 
~~~~~~~~.,-----~-

• 11. lIJ§ $ = lRs 311..§§ I 

I 

/ 
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Trans receivers 
were collected by 
Air Force 
representative 
after overlhtaull. 

Trans ft"ecenvers 
did !lllot reach the 
Ullltimate consigxlee 
and are missing. . 

October 1995, which provided for delivery of the overhauled items on FOB34 

basis. The items were to be 'consigned to the Movement Control Unit at New 
Delhi. The Trans receivers were overhauled at a cost of US$ 54,371, equivalent 
to Rs 18.40 lakh..... · · 

Since the Afr Force required the Trans receivers to meet AOG35 priority, an Air 
Force Officer collected the Trans receivers alongwith other items from the foreign 

' ' 

supplier and brought the stores to the Movement Control Unit in December 1996 
in an Ak Force aircraft, which was being ferried back to India after overhaut The 
Movement Control Unit received the consignment in the same month for onward 
despatch to an Equipment Depot. Equipment Depot received the consignment in 
January 1997 and took the items on charge by preparing a certified receipt 
voucher. The invoice. of December 1996 was received in the Depot in 
March 1997 and linked with the certified receipt voucher in August 1997, when it 
was noticed that the Trans receivers had not been received in the Depot. The 
Depot reported the matter to Air HQ in November 1997. Subsequently;, Air HQ 
made efforts to locate.the missing Trans receivers. However, the same could not 
be located. · · 

' ' ' 

Air HQ stated, in February 2001, that a Court of Inquiry has been ordered in 
. December 2000 to investigate the matter. Thus, the collection of the items by Air 

Force representative from the foreign supplier led to a loss of Rs 75.58 lakh. 

The matter was referred to the Ministry in July 2000; their reply was awaited as of 
February 2001. 

34 :Hiree Olli B~ari!I! 
· 

35 Aircraft Olli Gro111nlll! 
00 ll. lUS $=RS 33.85 
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Navmll HQ :ffanJlled t([]) /. pirocunire molbiine geJilleirattiJ111g selt§ smllll.ctfoimea:!I. :foir 
)lllll"©J(l'!ll!llfeHilllel!llt iillllJ9~4t 1]1hln§ Herll tt©J ([])jpell"atiiollll. of (!})!ID b@anrd llnnglhlew et.llJPlmcnfy dliieseH 
ge!Illenltfumg §ets lbHe§J1de§ ired1l!lcinng lt!IRenir avmfillal!J>Ue lhmnl!'§ foir wair tfilimle 
@peratfollll§. j 

In order to conserve runlg hours of diesel generators installed on ships fur war 
time operations, Naval JDockyards maintain mobile diese_l generating sets for 
providing power during refit and maintenance of the ships. 'fhe Ministry 
sanctioned in Decembe~ 1994 procurement of four niobHe diesel generating sets 
at Rs 1.23 crore for Naya1 Dockyard Vizag to replace six sets declared beyond · 
ecoHomical repairs in September 1993. However, no procurement had been 
made till date. Audit scrJtmy of the relevant recordsrevealed the following: . I . . . . 

! 

a) Even though the ~anction was issued in December 1994, indent was raised 
by Director offl¢et Maintenance only in March 1995. 

i 

b) While inviting jnders the Director of Prociirement fuiled to ·specify the 
make and the rhodet 'fhe resultant bids quoting different rates for 
different models jrendered cost comparison· impossible. 'fhis necessitated 
another round ofl biding delaying the finalisation of order to January 1996 
at Rs 15.90 lakh :per unit. · 

' 

c) 'fhe end user nJtiCed deviations· in· the specifications mentioned in the 
order. 'fhe supplier sought additional amount of Rs 10.18 llakh per uruit f~r 
generating sets o:f the required specifications, which was found. exorbitant 
and the order was cancelled. 

. I 
I 
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d) Specifications were revised further and tenders invited in September 1999. 
Order had not been pfaced till date. 

e) In the absence of the 220/230 KW generating sets, the end users were 
compeHed to use on board higher capadty generating sets of 400 KW 
resuh:i.ng in avoidable additional expenditure of RS 18.05 lakh between 
April 1995 and November 2000 on running and maintenance of these sets 
besides adversely affecting the · war time deployment of on board 
generatfug sets. 

The matter was referred to the Ministry in July 2000; their reply was awaited as of 
February 200 l. 

Failluure of Navan HQ t® Jlllll"Oicuire piropellleir. sha:tlls as per irllll"awing/JPlart numlbeir 
pirojeded by iinidlellllting NavaU sh.ftp iei!l! to ire<eeipt of il!ll.CIOlned JPlll"IOlpeilHeir shafts 

· costmg US $ 104,000; wlhiiclln were lymg unn1l!lsed.. 

Negligence of Naval HQ to indicate the correct drawing/part number of the 
propeller shafts in the contract concluded in July 1995 with a foreign frrm led to 
procurement of unsuitable propeUer shafts costing US$ 104,000, equivalent to 
Rs 32.81"' lakh as discussed befow: 

•!• The Commanding Officer of a Naval ship raised a demand in April 1995 
for propeller shaft , (RH) and propeller shaft (LH) quoting Part 
No.266A3.00.00.00.C6 for both the shafts for replacement of the existing 
old shafts of the ship dilling its refit. 

•:• Naval HQ concluded a contract with a foreign firm in July 1995 for 
procurement of spares including 12 propeller shafts costing US $ 52,000 
each. However, the diawing number of the propeller shafts indicated in 
the contract was 266 ME.30.00.01 (30.00.00C) which was different from 
the one projected by the Naval ship. The firm supplied in March 1997 

<> ll US$=Rs3ll.55 
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only two propeller shafts and failed to supply the balance. The contract 
was short closed in March 1997. 

•:• On issue to the Naval ship, these shafts were obviously found unsuitable. 
In order to meet the requirement of the ship, two propeller shafts of the 
correct drawing were procured from the same firm in September 1999 at 
US $ 420,000, equivalent to Rs 1.80• crore. Naval HQ stated that the 
shafts procured in March 1997 can be resleeved and epoxy coated at Naval 
Dockyard Mumbai, when required for use. The reply was silent on when 
such a requirement would arise since two shafts had been in stock for 
almost four years. 

The matter was referred to the Ministry in June 2000; their reply was awaited as 
of February 2001. 

22 Extra ex enditure in procurement of spares 

Failure of Naval HQ to pncure the Base and Depot spares at cheaper rates 
within the validity period of offer led to an extra expenditure of Rs 71 lakh in 
their subsequent purchase. 

Director of Procurement in Naval HQ procured Stem Gear for use in the propeller 
of Landing Ship Tank from a firm in 1991. In the operational role of Landing Ship 
Tank, the risk of damage to the propeller is high, yet Director of Systems 
(Engineering) did not project the requirement of Base and Depot spares for four 
years. He sent a list of 58 items of Base and Depot spares costing Rs 99 lakh in 
1995 to Director of Logistics Support on the basis of quotation obtained in July 
1995 from the same firm which was the Proprietary Article supplier for the Stem 
Gear. The quotation was valid up to 30 September 1995. 

Director of Logistics Support after a delay of 18 months in December 1996 asked 
Director of Systems (Engineering) to review the requirement keeping in view their 
shelf life, if any. The later curtailed the requirement to 40 items in January 1997 
indicating their cost at Rs 36.27 lakh as per quotation of 1995 without obtaining 
firm's willingness to keep the offer open. Subsequently, Director of Logistics 
Support asked Controller of Procurement, Mumbai in March 1997 to take the 
procurement action. 

• I US $ = Rs 42.85 
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Purchase of spares 
after three years 
entailed an extra 
expenditure of 
Rs 71 lakh. 

Naval HQ 
proposal for 
overseas purchase 
of oil was under 
consideration in 
the Ministry. 

Meanwhile, during an Operation in April 1997 propeller of one ship got damaged 
necessitating speedy procurement of spares. As per the revised quotation obtained 
from the same firm in December 1997, the procurement cost of these spares worked 
out to Rs 1.19 crore which was beyond the financial powers of the Controller who 
returned the indent to Naval HQ in December 1997. Director of Procurement 
initiated negotiation process in January 1998 in·response to which the firm stated, in 
March 1998, that the offer submitted by them in July 1995 was based on the main 
equipment supply and had the advantage of project costing and importing of 
component in bulk quantity. Owing to the delay such benefits were lost and it was 
not possible to reduce the rates in view of overall price hike. Director of 
Procurement concluded the contract in October 1998 for procurement of 38 items of 
spares for Stern Gear at a cost of Rs 1.15 crore. Supplies against the contract have 
been completed except three items for which Naval HQ granted extension of time 
up to 15 December 2000 with levy of liquidated damages for delayed delivery. 

Extra expenditure involved in procurement of spares with reference to the rates 
offered in July 1995 against those ordered in October 1998 amounted to Rs 71 lakh, 
which was attributable to fai lure of Director of Systems (Engineering) in finalising 
the list of spares in time as well as of Director of Logistics Support in not 
processing the initial offer of the firm within validity period. 

The matter was referred to the Ministry in May 2000; their reply was awaited as of 
February 2001. 

Miscellaneous 

23 Uaautlaorised deploymeat of Naval tanker for overseas purchase 
of oil 

Naval HQ kept the Ministry of Defence in the dark about the use of an oil 
tanker on goodwill visit fo r overseas purchase of oil proposed by Naval HQ 
earlier but not cleared till then. 

Existing rules and procedures stipulate that the Navy obtains its supplies of petro~ 
oil and lubricants from the IOC in India. In August 1997, Naval HQ initiated a 
proposal for import of oil, specifically low sulphur high speed diesel oil, directly 
from the international market, using an oil tanker of the Navy for the purpose. No 
final decision on the proposal was communicated by the Ministry of Defence, 

1 Indian Oil Corporation 
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I 

who had in turn referred Jhe matter to the Ministry of Petroleum and Natural Gas 
and the Ministry of Surfade Transport. 

I 
I 

Republic ofKorea had e?rtended an invitation to the Indian. Navy to participate 
with one or two warship~ in an international fleet review scheduled for October 
1998. 

Naval HQ :finaHsed a pla)tJ!. in ~ady 1998 to depute three ships along with tanker 
for the .fleet review. The tanker was planned ostensibly to save on: the cost of fuel 
:in free· foreign exchang6. The Ministry of Defence accorded permission in 
September 1998, but no I mention was .made while seeking such sanction about 
diversion of the tanker for purchase of oil ex-Kndia. · 

! . 
i 

Immediately on receipt ?f permission ·of the Ministry for deployment of three 
warships and tanker to Kbrea, Director of Logistics Support at Naval HQ, placed 
a purchase order on IOd Mumbai for purchase of 16,640 toltlliles of low sulphfil 
high speed dieseloil at alcost of US$ 2.58 million, equivalent to Rs 1 L03.r. crore 
to be delivered at Singapore, even though p.rescribed rules and procedmes 
stipulate that purchase orders for imports should be placed only by Director of 
Procurement at the Na1 HQ after obtaining sanction of the Ministry of Defence. 

En route to Korea, the Indian ships halted at Singapore, where in addition to 
I . 

normal re-fueHing, the t~er took delivery of 15,504 tonnes of oil against the 
purchase order mentionep in the previous paragraph. This dearly showed that 
the tanker had sailed from India without adequate fuel for the other warships. 

Controller of Defence ALounts (Navy), Mumbai made a provisional payment of 
I . . 

Rs 11.05 crore to Indian Oil Corporationin January 1999 under advice to Director 
ofLogistics Support at Naval HQ as the purchase was not properly sanctioned. 

On the return journey from Korea, the tanker coUlided with a foreign ship in 
Malacca Straits resulting in. extensive damage. The damaged ship reached Port 
Blair. Considering it unseaworthy, essential repair was carried out and the tanker 
was towed to Vizag. · A~ the only other tanker with the Indian Navy was under 
refit, a ship had to be hirbd to off load the oH and transport it to Mumbai entailing 
an expenditure of Rs f l. B crore. Furthermore, there was shortage and 
contamination <;>f oH to t~e extent of 2763 tonnes costing US $552,600, eqwvalent 
to Rs 2.36~ crore. 

1 

"11 US$=Rs4l2.78 
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Despite a 
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1

998 
at a cost of Rs 2.:rn 
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Rate charged! ·,lbiy 
HALwms ; 
exorbitantBy hiigin. 

•A Board of Inquiry assembled to :investigate into the circumstances leading to 
collision attributed collision to fack of co-ordination among the ships going for 
fleet review and sudden change of course by the tanker vis-a-vis foreign ship. 

-
While the damaged tanke.r was being repaired from April - October 1999 at an 
expenditure of Rs 16.16 crore, Navy had to charter another merchant vessel 
during June - Juliy 1999 at an additional cost of Rs 79.00 lakh to meet the 
operational requirement. 

Though the proposal to send the tanker was on the ground that carrying fuel to 
replenish during the entire cruise, would save foreign exchange, the Naval HQ 
had placed an indent to supply the fuel to an the four ships on 26 and 29 
September 1998 at Singapore which meant outgo of free foreign exchange. Apart 
from this, the Flag Officer Commanding Eastern Fleet who was incharge of the 
visit was instructed before the Government sanction of 16 September 1998 about 
the arrangement for fuel at Singapore. · 

Thus, the Naval HQ had decided to procure fuel from abroad, without keeping the 
Ministry of Defence informed or getting its dearance. 

. ' 

The matter was referred to the Ministry in July 2000; their reply was awaited as of 
February 2001. 

HAL i!!lhlargedl Rs Jl.8 faklln e:xtll"a for supplly of Jl.6 dinghies to Navy, which was 
recovered from tllnem after beiing poiintied m1t by Audit. 

Sixteen dinghies type 'A' alongwith accessories costing Rs 2.10 lakh each were 
received at NSD2 Koehl in JUly 1998 agajnst a contract concluded by the Ministry 
with HAL3in March 1997. Subsequently, Naval HQ placed an order on a private 
firm 'X' in February 1999 for supply of 100 similar dinghies with complete 
accessories at a cost of Rs 69482 each~ The :firm supplied 60 dinghies in 
February - Match 2000. It was noticed that 16 dinghies supplied by HAL in July 
1998 were also manufactured by the same firm and the rate charged· by HAL was 
higher by Rs 140518 per unit as compare@ to the rate for supply of 60 dinghies. 

2 Nav:nll Sto!l"e DeDJiot . 
3 JHnrrull1!11sfallll Ae!l"o1111Htncs ILllmnterll 
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I 

On this being pointed otlt in Audit, in December 1999, Naval HQ referred the 
matter to HAL, who m.I tum stated, m January 2000, that they had quoted 
Rs 2.10 ltakh per ·dmghlcl based on a budgetary quote of a foreign vendor. 
Subsequently, the s.ource {vas changed and the dmghles were purchased from firm . 
'X' at a unit rate of Rs 84637 mduding sales tax for making supplies agaffist the 
contract ·of March 19~7 .. /The change, of source. w~s n?t noti~ed by their Fniance 
Department and the bdlmg was made at the pnce mdJ1.cated m the contract. The 
cost of 16 dmghles at thelrate of Rs 84637 each plus 12.5 per cent profit and 2.4 
per cent transit insuranc6 worked out t-0 Rs 15.60 1akh against Rs 33.60 laklh 
charged. The difference 1fRs 18 lakh was recoverable from them 

The Ministry stated, in Atlgust 2000, that Rs 18 lakh had been adjusted agaffist the 
payments due to HAL ! · 

I 
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· Two ll>rnnts oft" JIOC 
we!l"e 11lllli11Iie11": 
O!JllCirli!tfti!Dl!Il HirlJ 
mmafil!Iltennal!Ilce of 
Coast Gmuidl. 

Cost of n:e!Jll2R!l"/ire1fll¢ 
oft" fuomtS was 
ll"©«JlllllHl!"ei!ll ~IOI :Ible 
rec101veredl ft"rom 
lIOC. 

CIIM.(N), Mllllmll>mfi 
. fafilledl to !l"eCIOIVC!l" 

.!Rs Jl.®5 Cll"IOl!l"e frnmm 
lIOC. 

Fallbnlt"e of CDA (N), Mummbaft to Cl[}m.piy with G@vemmme!lllt Ol!'ders led to 
lffi([])IDl-l!'ec([])verry ([])f Rs 1.05 CJr(])l!'e frmlllll J!IOC towards C([])St ([])f l!"epairfrefftt ®:!f theilr 
b([])a1ts in tllne private sllhi\pyardls. 

Coast Guard station, Vedinar was activated in May 1982 and formaUy 
commissioned in March 1983 for the security ofsubmerged mooring buoys and 
the associated under Water fitting and pipelines of XQC1

, which had based tWO 
Patrol Boats along with crew at the s.tation for fulfillment of the task. As per 
Government orders of April 1982 as amended in July 1983 and February 1984, 
the operation, manning and maintenance of these boats was to be done by Coast 
Guard and recovery on that account was to be .made from IOC llt the rates 
stipulated in these orders. In case of repair/refit of the boats in private shipyards, 
CDA2 (N), Mumbai was required to make payment of the cost of repair/refit to 
the shipyards out of Coast Guard funds and to recover the same from IOC 
subsequently. · 

The repair/refit of these boats was carried out in private shipyards at a totall cost of 
Rs 1.05 crore against four sanctions acco.rded . by the Ministry between 

·September 1991 and February 1997 and CDA (N), Mumbai made the payment of.· 
Rs 1.05 crore to the shipyards by de~:iting the same to the accounting head of 
Coast Guard. However, CDA (N), Mumbai failed to recover the amount from 
IOC. 
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On this being pointed out in Audit in August 1999, CDA (N), Mumbai stated, in 
March 2000, that the sanctions as well as work orders placed on the shipyards for 
the refit of the boats did not indicate that the expenditure was debitable 
to/recoverable from IOC. Reply of CDA (N), Mumbai was not tenable as the 
Government orders clearly stipulated that the cost of repair/refit of the IOC boats 
was to be recovered from IOC. The matter was subsequently referred to Coast 
Guard HQ/Ministry. 

Accepting the facts, the Ministry stated, in July 2000, that CDA (N) Mumbai has 
been asked to recover Rs 1.05 crore from IOC. 

New Delhi 
Dated 2 JUN ZWl 

New Delhi 
Dated 2 5 Jll~' 1m1 

Countersigned 

~-

( J.N.GUPTA) 
Principal Director of Audit 

Air Force and Navy 

( V.K.SHUNGLU ) 
Comptroller and Auditor General of India 
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/Appendix - I 

(RefeJ.d to in Paragraph S) 

Position of ATNs lutstanding as of February 2001 

I 

. . . . 

I 

II 3 MOD 

I 
IV 15 Navy 

: I 
IV 27 Navy 

i 

IV 2 MOD 

I 
VI 39 ,R&D 

i 
Qrg. 

I 
IV 23 Navy 

I 
I 

v 29 ·qoast 
Guard 
I 

>:Mon 
. · 1 ·. 
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Unauthorised funding of a project 

Naval Air Stations 

Extra payments on power 
consumption 

Non installation of an imported 
communication system 

Delay in development-cum-
production of a system . 

Procurement of Articles TEM-3 
without cables 

Wasteful investII1ent on 
construction of jetty 

Delay in setting up of repair 
facilities 

FinalATN ~ awaited v 

FinalATN r--' awaited v : c 

FinalATN /3 awaited ·.v 

FinalATN .\i ·, 
awaited ~Wt 
FinalATN ~~tu 
awaited J \ . 

2-:. 
FinalATN 
awaited ,. 

,£j 

FinalATN 
. 

awaited•·. 

9\\L. . . "t' 'd 1 . ,, . awa1 e •.v · 1i< 



· Report No.IJ of 2.001 (Air Force and Navy)· 

9. 8 of 98 III . 16 Air • Indecision on collection of scrap FinalATN 
Force awaited v 

10~ :8 of98 III 21 Air :. Delay in clearance of cargo ATN not 
Force received v/ 

0 

11. 8 of98 IV 28 Navy· Extra expenditure due to delay in FinalATN 
- •procurement of under wate( awaited/ 

'.valves 

12. 8 of98 IV 30 Navy Purchase of sub-standard items FinalATN 
awaited.,_,,. \ 

13. 8 of98 IV 33. Navy ·Negligence in releasing a ·FinalATN 
salvaged ship awaited v 3 

14. 8 of98 v 34 Coast Recovery of over payment at the FinalATN 
Guard instance of Audit awaited/ ~, 

,/ 
,., 15. 8 of99 II 2 MOD Non-recovery of liquidated FinalATN 

'damages ·.awaited ./ 

16. 8 of99 II 3 MOD Idling of funds and loss of interest FinalATN 

' 
awaited / 

17. 8 of99 II 4 MOD Non-recovery of airlift charges FinalATN 
·awaited v 

18. ' 8 of99 HI 9 Air Non-functional electro optical Final ATN 

J Force tracking and computing awaited v" 
'• 

\ equipment 

19. 8 of99 HI 14 Air Overpayment to a foreign firm FinalATN 
Force .. awaited v 

,. 

' 

20. 8 of99 III 15 Air Failure to obtain supply of critical FinalATN 
Force •armament· stores awaited/ 3 

.· 

21. 8of99 III 17 Air Recovery at the instance of audit ATNnot 
Force received \,/ 

22. 8 of99 IV· ·19 Navy Misuse of Gymnasium FinalATN 
awaited v \. 
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23 .. 8 of99 IV 20 Nav)r Saving at the instance of audit Final.ATN 
I awaited v 

I 

24. 8 of99 IV 21 Nav)r Extra expe!Ild:i.tru:e in procurement ATN riot . 
. I of cotton stockinette ·recei~edv 

I 
25. 8 of99 ·Iv 23 Nav)r Awardof fabrication of torpedo FinalATN 

carriers 'to a firm under awaited v 
Hqu:i.dation L 

I 

26. 8 of99 v 25 Co a.St Acquisition of advanced off shore Final.ATN . I 
Gururd patrol vessels awaited / 

I 

. 27. 8 of99 v 28 R&D Light Combat Aircraft Final•ATN 

Org.I awaited v"' 

#I ,~ 

28. 8 of2000 u .3 MOID Delay in prO:curemerit of ATN~~r} . 
maintenance equipment for receive .. ' - -r helicopters 

29. , 8 of2000 HI 6 Air I Formation of Southern Aiir A~~ 
Force Command received 

,I \ 

30. 8 of2000 HI 7 A:i.r'I De ray :i.n commiss:i.onmg of FinalATN 

. Fo:rcl a:i.rfidd Hght:i.ng system e~i~~g) .. 
31. 8 of2000 HI 8 Air I Inordinate delay in sanctioning "ATNnof\\ 

Force and construction of safety· ~~ceived 
j 

I 

equipment section 

32. 8 of2000 . HI 9 Afr I Injudicious procurement of FinalATN 

Forcle heHcopter rings awaited~ 
. 

33. 8 of2000 HI rn . Afr I A voidable expenditure due to FinalATN 

. Forcje negligence ~ 
34. 8 of2000 HI u 

~+ 
Compromised utilisation of ATN~ 
commurui.cation equipment. receive · 

··3s. · 8 of2000 HI 12 Air I Continuation of a hdicopter Unit ATNnot 
F I without review of estabHshmenf received. v 

0
1

ry 
despite reduction in its tasks 

0 

I 
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I 

36. 8 012000 HI 13 Air Loss due: to delay in raising of ATNnot 
Force discrepancy reports received V 

I 
0 

37. .8 of2000 HI 15 Air Wrongful appropriation of public A~~!)· 1 
' Force· • revenues 1to non~public fund rece1vea 
' 

38. 8 of2000 IV 18 Navy Avoidable expenditure due to FinalATN 
failure in availing a cheaper offer awaited....----- { 

39. 8 o:f2000 IV 19 Navy Provision of photo Interpretation FinalATN 

' 
Centre awaited.{..--~ 

40. 8 of2000 IV 21 NaV)' Extra payment to.the contractor ATNnot 
received v--

0 

·. i 
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SL Na- Date of 

Me. oldie ... of .,..... nqMStfer . .,. 

1. CNGPS 20 March 
1997 

2. HUD Under 
option 
clause of 
SU-30 
aircraft 

3. MFD 13 January 
1997 

4. DMG 13 January 
1997 

5. Digital 07 October 
YRS 1998 

Report No.8of2001 (Air Force and Navy) 

Annexure 'A' 

Status of conclusion of contracts for customer 
furnished equipment for the Jaguar 

retromodification programme 

(Paragraph 7.4.1 refers) 

Date or Qty Comtract Delivery stahls ...... COlltraded wt. 
ofcomtnct 

Asper Act.al 
COllfnct (uofMIY 

2000) 

30 March 35 US$1.0l To commence Pending for 
1999 million after want of 

finalisation of mission 
mission computer 
computer 

06 July 1999 35 US$ 4.5 To commence Pending for 
million in December want of 

1999 mission 
computer 

03 March 42 FF l l.59 To commence Pending for 
1998 million from July 1998 want of 

mission 
computer 

16 March 35 us $3.98 To commence Two sets of 
1998 million from July 1998 lab models 

delivered in 
early 1999. 

29 35 us$ l.81 To commence Pending for 
September million in February want of 
1999 2000 mission 

computer 
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