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PREFATORY REMARKS 

This Report bas been prepared for submission to 

the President under Article 151 of the Constituti'on. 

It relates mainly to matters arising from the Appro

priation Accounts of the Defence Services for 

1985-86 together with other points arising from audit 

of the financial transactrons of the Defence Services. 

(iv) 

The cases mentioned in the Report are among 
those which came to notice in the course of test audit 
during the year 1985-86 as well as those which had 
come to notice in earlier years but could not be dealt 
with in previous Reports; matters relating to· the 
period subsequent to 1985-86 have also been included, 
wherever considered necessary. 
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CHAPTER 1 

BUD9 ETARY CONTROL 

1. Budget and Actuals 

The tab!~ below compares the expenditure incurred 
by the Defence SerVices in the year ended 31 st March 
1986 with the amount of original and supplementary 
<lppropriations and grants for. the year:-

(i) Charged A ppropriations 

Origiaa\ . 
>--" Supplementary. 

Total 
Actual Expenditure . 
Saving . 

Saving as percentage of the total provision 

(Rs. in crores) 

7.22 
0.35 
7.57 
4 . 19 

(- )3 .38 
(percent) 

44.65 

T here were overall savings in the preceding 10 years · 
also. T he percentages of sa vings as comP'ared to the 
total provisions during the ye~rs 198 1-82 to 1984-85 
ranged between 14.41 and 62.40. 

(ii) Voted Grams 

Original . 
Supplenientary. 
Total 
Actual Expenditure . · 
Excess Expenditure . 

Excess as percentage of total provision 

I 

(Rs. in. crores) 

8044.48 
206. 17 . 

8250 .65 
8354.86 

( + )104 .21 
(per cent) 

1.26 
-----~--------------- ··-

2. Supplementary grants/appropriations 

(a ) Supplementnrv grants : Supplementary grants 
(voted) aggregating R s. 206.17 crores were obta ined 
in 3 grants .i n March 1986 as indicated below :-

(Rs. ih crores) 

Grant No. Amount of Grant Actual Excess(+ ) 
---- ---- Bxpen- Saving(- ) 

di tu re Origi- Supple- Total. 
nal mentary 

20-DS-
Army . . 4787 .08 153 .90 4940 .98 4963 .89 (+ )22. 91 

22- DS-Air 
Force . 1729.93 38.35 1768.28 1825 . 65 ( + )57 . 37 

23-Capital 
Outlay on 
Defence Ser-
vices 925.52 13 .92 939.44 963.74 ( + )24 .30 

Total . . 7442. 53 206. 17 7648 .70 7753. 28 ( + )104. 58 

Si l DADS/ 86- 2 

Inspite of obtaining supplementary grants in March 
1986 there was excess exp enditure in all the 3 gt-ants 
indicating that the Supplementary grants obtained in 
all the 3 cases proved inadequate. 

(b) Supplementary Appropr[atio11 (Charged) 
' . 

Supplementary appropriation (Ch:irged) o [ R s. 0.35 
crore was obtained under G rant No. 22- DeEence 
Services-Air F orce in M arch 1986 for making pay
ments in satisfaction of Court decrees. Though an 
advance of th is amount was obtained from the Con
tingency F und of Indi::i on l 4th January l 986 for 
making immediate payments and Supplementary 
appropriation was obtained in M arch 1986 for re~ 
couping the amount to the Fund, no payment was 
made on this account during 1985.-86 and the entire 
amouQt of fhe supp~ementary ·appropriation thus re
m.ained .un-utilised. 

3. Excess over Voted grants 

There are in- all 4 grants for Defence Services. O~ 
these. · 3 grants disclosed excess exp enditure. Excess 
aggregating Rs. 104,57,72.022 over voted portion of . 
3 grants as given below, requires regularisation under 
Article 115 of the Constitution :-

Grant No. Total Grant Actual E'(
penditure 

Rs. . Rs. 

Excess 

Rs. 

20-DS-Army 4940,98, l 5,000 4963,88,68,508 22,90,53,508 
22-DS-Air 
Force 1768,27,90,000 1825,65,26,680 57,37,36,680 
23-Capital out-
lay on Defence 
Services . . . 939,44,00,000 963,73,81,834 24,29,81,834 

Grand Total . 7648,70,05,000 7753,27,77,022 104,57,72,022 

The excess under Army was mainly under 'T rans
portation' due to heavy movement of personnel and 
stores by ra il , 'Military Farms' due to purchase of 
fodder at higher rates . ·owing to draught conditions in 
some states, 'Ordnance F actor ies' due to more materia
lisation of .,upplies than an ticipated, 'Works' due to 
grant of ·additional dearness allowance, interim relie'f 
and rise in cost o f stores and 'Inspection Organisation' 
due to more materialisation of stores than anticipated. 
Jn regard to Sub-Heads 'Military F arms' and 'lnspec-

. tion Organisation ' the expenditure exceeded the fin::il 
grant during preceding 6 year's and 4 years respectively. 
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State Governmerrt for acquisition of land and more The excess under Air Force was mainly under 'Pay 
and Allowances of Air Force' due to grant or addi
tional dearness allowance -and bonus, 'Transportation' 
due to increased movement of personnel and hike in 
fares, 'Wotks' due to execution of inescapabl..! siJecial 
repairs and increase in cost of stores and 'Special Pro
jects' due . to better performance in ' progress on 
R adars. In regar'd to Sub-Heads 'Works' and 'Spec.ial 
Proj eGts' the expenditure exceeped the final grant dur
ing preceding 7 years and 9 years respectively. 

expenditure on Capit'al . Works, 'Navy' ('Construction ')-. 

The excess un.der 'Capital Outlay on Defence Ser
vices' was mainly under 'Army' ('Land' and 'Con
struct ion Works') due to 'on -account' payment to a . 

Grant No. 

Sub-Head 

_ _, ______ _ 
Original 
Grant 

Works') due to escala~ion in the cost of · building 
materials, 'Air Force' ('Special Projects') due to better 
progress of works and 'Ordnance Factories' ('Con
struction Works') due to incurring of expendi ture on 
certain time bound projects. 

·4. Control over E~']>cnditure 

The fo11owi~g are some instances of defective 
budgeting relating to Voted grnnts : 

(-a) Tnstances of Supplementary G rants remaining 
wholly unutilised 

Supple
mentary 
Grant 

Amounts 
reappro
priated 

Total 
Grant 

(Rs. in crores) 

Actual Saving(-) 
Expendi-
ture -· - -- --.,------~ ---------

22- DS- Air Force 

A.3...:.Pay and Allowances of Civilians 

23~Capital Outlay 011 Defence Services ,. 

A.3- Air Force 
A.3(1 )-Land . 

42.24 

3 .53 

!.'29 <+)0.09 

0.62 ( + )3.23 

(b) Instances in which re-appropriations made were wholly or partially unnecessary :-

-
Grant No. Sanctioned Amount re-

Grant appropriat-
Sub-Head ed/Surren-

dered 

20-DS- Army 

A.1- Pay and Allowances 1593 .60 . ( + )18.08 

A.3- Pay and Allowances of Civilians . 229.83 ( + )23.62 

21-DS-Navy 

A.4-Transportation . 17.00 (-)1.93 

A.5-Stores 370.00 (-)30 .65 

22-DS-Air Force 

A.J- Pay and Allowances of Air Force 254.52 (-)L.65 

A.3-Pay and Allowances of Civilians . 43.53 ( +)0 .09 

A.7- Sp.ccial Projects 57.00 (-)3.32 

23--:-Capital Outlay on Defence Services. 

A.1-Army 

A.1(2)-Construction Works 229 .00 (-)14 .80 

A.3- Air 'Force 
A.3(1)- Land ·4 , 15 ( +)3.23 

A.3(2)-Construction Works 71.84 (-)1.33 

43 .62 41. 73 (-)1.89 

7 .38 6 .25 (-)I. 13 

(Rs. in crorcs) 
-- ·---

Final· Actual Excess(+ ) 
Grant · Expendj- Saving(-) 

tu re 

1611.68 1601.32 (-)10.36 

253.45 244.42 (-)9.03 

15.07 15. 80 ( +)O. 73 

339.35 350.58 ( +)11.23 

252 .87 255 . 51 (+)2.64 

43 .62 41. 73 (-)1.89 

53 .68 55.69 (+)2.01 

214.20 227.66 (+)13.46 

7.38 6. 25 (-)l.13 

70.51 71 .21 
, 

(+)O. 70 

;... 

'-{ . 
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5. Jnjuclicious surrender of FWJds 

In the following case surrender was made on 

Grant No. Original 

Sub-Head 

21- DS- Navy 
A.5.- Stores (Voted) 370 .00 

6. Persistent Savings 

28th February 1986 though the ·actual expenditure 
exceeded the _final grant. Thus the surrender proved 
inj udicious : 

(Rs. in crnres) 

------
Re-appro- Slirrcndcr Total Actual Excess 

priation Grant Expendi-
tu re 

• 
(-)10. 77 (- )19 . 88 339 .35 350.58 ( + )11.23 

In t he folio.wing cases there have b~en persistent savings dtiring the last 3 years :-

Army 

A.9- Stores 

Air Force 

A.8-0ther Expenditur~ 

------ ------

Year 

1983-84 
1984-85 

1985-86 

1983-84 
1984-85 
1985-86 

Oribrinal 
Grant 

890.37 

971.84 

1379.98 

12 .97 
22.00 
22.95 

7. Watcl1ing of expenditure against allotments under 
locally controlled heads 

T he authorities to whom allotments are made are 
responsible for watching th e progress of expenditure. 
T he Controller · ·of Defence Accoun ts (CDA) is also 
requ;red simultaneously to' keep «l watch on the p ro
gress of expenditure against the sanctioned oallotments 
and b ring to the notice of the allottees, cases in which 
the progress of· expenditure is abnormally heary or 
unusu;;tlly low. Io the following cases it was noticed 

---- -----------
No. Name of the unit 

l . Supply Depot ASC 'X' 9A(a) 

2. Supply Depot ASC 'X' 9A(b) 

3. Supply Depot ASC 'Y' 9A(a) 

4. Supply Depot ASC ·y• 9A(u) 

5. Supply Depot ASC 'Z' 9A(a) 

6. Supply Depot ASC 'Z' 9A(d) 

Supple-
mentary 

23.02 

86.67 

0.45 

Rc-appro-
priation 

(-)4.21 

(- )1 3.90 
(-)141 .07 

( + )4.43 

•( + )1. 78 

Total 

909. 18 

1044. 61 

1238.91 

17.40 
22.45 
24.73 

(Rs. in crores) 

Actual 
Expenditure 

886 .09 

1039. 5-l 

1197.90 

16, 89 
21.75 
24.47 

Saving 

(- )23 .09 

(-)5.07 

(-)41.0 i 

(-)0 .51 
(-)0 . 70 
(-)0.26 

that ei ther sanction for 
a\vait•.!d or statcmcn!S 
rend.erect : 

·additional -allotment 
of cxpeodit~re were 

Wd:i 

ac.•t 

(i) A n examinat ion of Bill Booking Register of 
local purchase mainta ined in an Arca 
Accounts· Office 'AA' of CDA 'A' rcvea.Jcd 
that in the following Supply Depots expen
diture incurred during 1985-86 (upto M:uch • 
1986} was in excess of the -allotment ; 

(Rs. in lakhs) 

Code Number Allotment Exp~nditure 
upto :Ma~eh 

1986 

ll /401 /Ol 135. 10 142 . 14 

fl /402/01 0 .08 0 .25 

l l /401/01 95.3 1 134. 2'7 

11/40~/0I 3.80 4 .89 

11/401/01 34.28 38.52 

'11 /404/0 I . 1. 10 1.49 

SancLion for additional allotment was awaited to end of March 1986. 



(ii) Au examination of registers maintained in 
Accounts Section of CDA 'B' revealed 
wide v~rfa tions between the sanctioned allot
ments and actual expenditure in respi::ct of 
the follo\"'.ing Code Heads : 

Nature of 
Expenditure 

AOC Stores 
Ordnance 
Stores 
Clothing Stores 

MT Store• 

Code Head 

• 

Ordnance Stores Local 
Purchase 415/01 

Clothing Stores Local 
Purchase 416/0J 
Mechanical Transport 
Stores Local Purchase 
417/02 

(Rs. in lakhs) 

Allot
ment 
made for 
CDA 'B' 
vi de 
AHQ 
letter No. 
81054/ 
LP/OS-28 
dt. 
27-12-85 
(1985-86) 

55.66 

61.66 

20.83 

Expendi
ture 
booked 
upto the 
end of 
March 
1986 

174.55 

98.34 

26.01 

The expenditure was admitted by the CDA 'B' pro
visionally p~nding receipt of the additional· «llotmeuts 
which wef\~ awaited in March 1986. 

(iii) In· the case of CDA 'C' it was noticed tb~t 
monthly statements ·of actual expenditure 

4 

were npt being se.nt to the a llotte.!s. The 
CDA reported in October 1986 that " this ')-
office could not render expenditure state
ments to the <1.uthorities concerned due to 
non-receipt of allotment lett er~ in time. H ow
ever, with special efforts we could collect a 
large number of allotment l'!ttcr.> at the close 
of the year and noted the allotments ~n the 
locally controlled head registers for the year 
1985-86. Expenditure statements from 
Septem~er 1986 onward arc being s.::nt" . 

( iv) In the case of CDA 'D', it was noticed that 
no statements of expenditure were issued 
lo the 23 allotte<!s during t'he year 1985-86. 

8. Stores losses 

M~ntion was made in pa:agr<3ph 9 of the Report 
of the Comptroller and Auditor Gcnerai of li!dia for 

· the year 1984-85., Union Government (Defence Ser
vices) of stores losses of ~s. 1110.01 Jakhs written off 
during that year. Total stores losses written off dur
ing tbe year 1985-86 amounted to Rs. 1656.77 lakhs · 
Of these, losses written off due t~ theft, fraud or gross 
neglect amounted to Rs . . 1019.24 lakhs. Details of 
individual losses exceeding Rs. 0.75 lakh due to theft, 
fraud or gross neglect arc given in Appropriation 
Accoll?ts,. Defence Services for the year 19~5-86. 

;- . 



I 

-1.. . 

, 

CHAPTER 2 

MINISTRY OF DEFENCE 

9. Loss due to delay in revision of rates for supply of 
electricity 

Supply of electricity to the Arrue<l Forces and to 

certain other private consumers is ;:ur.mgcd by the 
Military En•gineer Services (MES) either from their 
own generating installa tions or through oolk purchase 
from other sources. Consumets not entitled to free 
supply of electricity are charged at ail-India flat iatcs 
(at half the rates from service officers for eJectricity 
consumed for light and fan) fixr<l by the Government 
from time to time for different classes of consumption. 
These rates are worked out by the Engin~er-in-Chief's 
(E-in-C's) Branch on "no ·profit, no loss" basis with 
reference to the all-Jndia average all-in-cost 0f gen·e
ration ~nd purch~se. · . 

Mention \ V.15 made io paragraph 26 of the Report 
of the Comptroller and Auditor General of India, 
Union Government (Defence Services) .for the year 
1979-80 -ab01.,1t the delay in revising the all-India fiat 
rates of recovery for electricity and consequent loss 
of revenue (Rs. 189.52 lakbs) <luring 1974-75 to 
1977-78. In the remedial/corrective action taken note 
issued by the Ministry of Defence (Ministry) on this 
paragraph iu December 1981, it was stated that the 
all-India fiat rates had been revised ~rnd notified in 
July 1981 and made effective from Jst April 1981. 
The M inistry further added that " it has been decided 
to revise the all-India flat rat..:.;; after three years". 
Though the orders provide for det·:!rmination of the 
-all-India flat rates of . recovery on ... no profit, no loss" 
basis, the rates for recovery fixed i:1 J 981 were fo und 
in audit to be well below the all-India average all-m
cost rates of generation and purchase during the pre
vious year viz. 1980-81 as show~ below 

Class of consumption 

Class 'A ' (illumination and ventila
tion) . 
Class ;B ' (Power purposes during all 
hours) 
Class 'C' (Power purposes during 
restricted hours) . 

Class 'D ' (Street lighting) 

All-India 
Bat rates 
effective 
from 1st 
April 1981 
(Paise per 

unit) 

50 

32 

32 

65 

All-in-cost 
rate for 
1980-81 
(Paise per 
unit) 

74 

50 

}5 

74 

5 

The effect of the rates fixed ;n 1981 was that the 
supply <!£ electricity could not h~ve been on "no pro.flt, 
no Joss" basis, ancl that the losses continued to ill'
crease. 

In May 1983, the Ministry issued formal orders 
laying down periodici ty for revision of all-India flat 
rates for electr icity as once in every three years. 
Accordingly, these rates were due for revision from 
!st April 1984. However, the all-India !ht rates of 
recovery fixed in 198 1 were not revised despite pro
gressive increases in the all-India average all-in-cost 
rates as indicated below : 

Class or consump- All India All-in-cost Rate (Paise per unit) 
tion Flat 

Class 'A' 

Class 'B' 

Class 'C' 

Class 'D ' 

Rates 
effective 
from 1st 
April 1981 
(Paiseper 
unit) 

50 

32 

32 

65 

t981-82 

88 .83 

61. 79 

42.36 

88 . 83 

1982-83 1983-84 

93. 19 97.79 

65.75 67 .04 

47.95 45.43 

93.19 97.79 

A comparison of the all-India flat rates taken into 
account for b illing' for 'Paying' consumers efiective . 
from 1st April 1981 vis-a-vis the· all-in-cost rates 
juring the period l sl April 1981 to 31st Match 1983 
revealed a loss of Rs. 682 lakhs. The loss for 1983-84 
works o ut to !ls. 438 Jaklis. In spite of the losses 
sustained dw'ing these years and also the fa.ct that the . 
rates made applicable from 1st April 1981 were much 
less than the all-India average-all-in-cost rates, action 
was not taken to revise the all-India .flat rates which 
other wise also became due for revision with effect 
from 1st April 1984. The all-in-csist rates for the 
year 1984-85 have not so far been computed by the 
E-in-C's Branch (February 1986). Based on the data 
avaibble for 1983-84, the E-in-C's Branch initiated 
proposal only in February 1986 for revision of the 
rates. The rates have not so far been revised (Nov
ember 1986). Thus losses continued to mount further 
for want of revision of recovery rates since April 
1984. 



The Ministry sta led in ovcmber 1986 lh~t : 

In regard · le all-Iudia-flat rate:: effective 
from l st Apri l 1981 being lower th:m all
in-cost rates of 1980-81 it may be stated 
that while working out tbt: al l-1nd;a-ftat 
rates the figures of preceding years are taken 
into account and the cut-off year for work- · 
ing out these ·rates was 1978-79. T his ;s 
so because voluminous data from vn rious 
Commands have to be collected a nd pro
ce scd which takes roughly 2-3 years. 

- • J\ s per directions of the former Rabha 
Rajya Mantri, th.:: proposal for freezing o[ 
rates of electrici ty for 5 to 7 years was un , ~r 
co n idcration as it w·..is fel t desirable in th..! 
interest of ,,clfare of Defence Pcrsonn <::J. 
The case for fi xation of all-India-flat rat~-; 

effective from l st Apri-I 1986 onwards is 
now in progress in con5ultation wi th Finance 
Divisio1t. (T he grounds given by the Ministry 
for delay in re.vision of the rates ii e not, 
however, tenable as no orders for freez ing 
·the rat~s were issued. On the ·:lther hand 
Ministry had· confirmed that the . poposal 
for freezing of the rates re mained under 
con ideration wi th them in ~onsultativn with 
the Finance Division and finally th-.: periodi- . 
city of 3 y:!ars for revision of all-India-fl:it 
rate was laid down in th~ Ministry's order 
of 12th May 1983). 

I 0. Pr<:matme failure of batteries 

Based on the requiremL'Tlts of ·the Navy a supply 
order wa~ placed on 19th January 1972 by. the. 
Department of D efence P roduction and Supplies 
(DDPS) on a firm for supply · of 2 sets (later 
increased ro 5 sets in A pril 1975) of under water 
batteries at R s. 70.36 Jaklis per set. The batteries 
were guaranteed · for 6 years of ~ctual use or 
600 cycles whichever was completed earlier. Jn the 
event of faflure of a battery within the guarantee 
period , the firm was required lO rein;iburse within 
30 days of the written notice, the proportionate cosr 
of a new set for the number of years falling short 
of six aloogwith the cost c: fit'J?ent and transportation 
of the bilttery. The supply order further stipulated 
that "for the purpose of the warranfy, the mainte
n ance and performance records maintained in the 
Jog book of the submarine and the laboratory records 
maintained in respect of laboratory tesrs shall be 
final and Jeg::dly binding on the contractor". Two 
batter ies (set Nos. 2 and 3 ) were received on 
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16th D ecember 1976 and 26th August 1977 and · 
were commissioned in April 1978 a nd March 1979 
respectively. In December 1983, the Naval 
Headquarters (HQ) informed the DDPS that these 
two batteries received against the supply order .bad 
failed prematurely leading to immediate ·replacement 
from the batteries in stock. Set No. 2 fai led after 
5 years a nd 2 months aft~r completing 111 cycles 
and set No. 3 failed after 4 years and 9 month'> after 
completing 95 cycles. 

Premature failure of these batteries was investigated. 
by the Naval HQ in July 1983 and February 1984 
alongwith the supplying firm and it was concluded 
in April 1984 that the failure of set number 2 was 
Ja rgel~ attributab.le to human causes notwithstanding 
a few lacunae in the maintenance instructions 
recommended by the manufacrurers. It was also 
concluded that set number 3 failed due to : 

Inferior level indicator manufactured and 
recommended by the firm. 

Poor air agitation system . 

Lack of restriction· on . rhe partial charges. . . 
Absence of deep discharges in the mainte-
nsnce instructions recommended by the 
firm. 

Naval HQ, therefore, recommended to the DDPS 
on 23rd April 1984 that re imbursement of fue cost of 
!he remaining life of ibe battery be taken up with the 
fi rm. • 

1n the internal meeting held in the DDPS on 
30th April 1984 representati ve of Naval HQ stated 
that set number 2 had failed la rgely due tO in-efficient 
handfing by the Navy ( users). Premature fa ilure of 
'set number 3 which gave a life of 4 years and 
9 months w::is largely. cl ue ro manufacturer's fai lures. 
It was furt her observed in rhe meeting th at " though 
Naval HQ had given the b1:oad specification and 
q ualitat ive ·requirements, ne ither Naval HQ nor the 
inspection authorities ha-d approved the design of the 
ba!'tcry being manufactured by the firm with foreign 
collaboration". 

On 20 th June 19S4 the Departmen t wrote to the 
fi rm for their comments and reactions on the 
suggestions and recornme-nda tions made by the Naval 
HQ. The faro in their reply on 11th July 1984 
disowned responsibil ity for the fai lure of the batteries 
on the ground that the premature dererioration of set 
number 3 was not due to any manuf11cturing fault 
but inadequate maiJ;!tenanc~ by the user::; and thar they 
were not, therefore, liable to pay any reimbursement 
of the cost of the remaining life of the battery. 
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On 11th September 1984 the Naval HQ stated that 
since the failure of :.'et number 2 was due ro both 
human causes and design failures, the subject of 
reimbursement of co t (Rs. 27.6-_l"akhs approximately) 
was not taken i1p with the fi.nn whereas in• the case of 
set number 3 it cannot be ag reed that the ~ailure was 
entirely due to inadequate maint~nance and human 
lapses. The amount recoverable from the ftrm in 
respect · of set number 3 was worked out by -Naval 
HQ as R s. 42 lakhs. 

The matter was dfacussed by the Department again 
on 19th. March 1985. It -was recorded that · in 
respect of set number 2 no comP.ensation had been 
claimed· from the firm on the grounds of equity, since 
both the Naval HQ and the firm had conrributed to 
its failure. The firm was, however, liable to pay 
compensation in respect of set number 3 whicl: failed 
due to "faulty agitation system design" and "design 
inadequacy" of the batrery. I t was also anti cipated 
that there rnay be problems . in enforcing the dairo 
u11der the warranty clause. 

The DDPS informed Aud)t on 29th July 1986 that 
U1e cas.e was under ex11mination in consulration with 
integrated Finance. 

The Ministry of !Defence stated in November 198? 
that ; 

In regard to loss of Rs. 27.6 lakhs in respe~t 
of set No. 2 .recovery is not proposed to be 
made as Che frn:Iure was partly due to lack 
of adequate up keep by ship's crew for which . 
disciplinary action has been taken against 
concerned persQnoel. Action has also beert 
initiated to regularise the loss to be borne by 
the State . 
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Set No. 

.. 
As regards set No. 3 arrangetI1ents ha\ie been 
~aae to carry out life cycle tests to prove 
whether there was any design deficiency. 
These tests a re being carried out and will 
necessarily take time to compJefe. After 
such a test a view would be taken on the 
question of recovery of compensation . 

.The remaining 3 sets received against order 
of January 1972 were d ecommi-sicined as 
follows : 

Life 

5 years 11 months 

4 5 years 6 months 

5 . . . 5 years 2 months 

The case reveals that : 

Due to· lack of efficient bandlipg on the part 
of, users (in tbe ca5e of set number 2) and 
design inadequacy (in die case of set number 
3) two- costly batteries. failed prematurely 
~ausf11g. a loss of Rs. 69 .6 lakhs. 

The premature failure of the 2 batteries was 
reported to t~e DDPS in December 1983. 
Neither bas the loss due to inefficient band- . 
ling by the users (Rs. 27.6 lakhs) ·for set 
number 2 been regularised nor bas any 
claim for Rs." 42 Jakhs . due to premature 
failure of set number 3 on account of design 
defect been preferred even after a lapsti' of 
about -3 yeai:s (November 1986). 
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· CHAPTER 3 

·' ORDNANCE AND CLOTHING FACTORIEs 

11. General 

1. · Tntroduction 

The ordnance factories are one of the oldei.t 
manu.facturing esta'blishrnents in the country. They 
function as departmental undertakings under the 
Deparrtnent of Defence Production producinrr a wide 
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variety of items for the Defence Services, Para military 
forces, Civil Police, etc~ Spare capacity is also used 
for producing items for civil trade. The number of 
factories has increased from 16 in 1947 to 36 in 1985 
including two factories which are being set up. 
Groupwise classification of the factories is : 
metallurgical-6, engineer!ng-13, :filling-5, chemical-4, 
ordnance equipment-5, armoured vebicles-2 and 
miscellaneous-l. The factory under miscellaneous 
group and one factory under armoured vehicle group 
·have not yet started production. • . 

In 1979 the ordnance factories orgariifation was 
restructured for effective functioning. · An Apex body 
called the Ordnance Fa~tory Board (OFB) was 
constituted with a Chaim1an and 7 full time members. 
'fwo Additional Directors General - of Ordnance 
Factories are incharge of the factories . belonging to 

. t'he ordnance equipment group (OEF) and the 
armoured vehicl~_ group respectively. 

The objectives behind the re-organisation of the 
ordnance factories and setting up of the OFB were to 
improve fulfilment of production rargets, utilisation 
of capacities, maintenance of quality standard, product 
development and technology tra'nsfer, indigenisation 
and project implementation, ere. In February . 1985 
G~>Vetnment constituted a workin'g group to review 
the working of the OFB and to evaluate, inter alia, . 
its performance lgainst these objectives. The working 

. group was asked (February 1985) to complete ·the 
work within 3 months and submit its report to the 
Department of D efence Production. The reporr was 
called for .in mJdit (July 1985) but bas not been made 
ava ilab]e (October 1986). 

The overall statistical data on the activities of the 
ordnance factories for the period 1982-83 to 1984-85 
is shown in the annexure. 

·, 

2. Capacity and H.Lilisation 

The project tapacify and installed capacity of most 
of the old established facrories ar::: not known. There 

. are, however, 12 factories (9 new arid 3 old) whose 
project capacity and in'Stalled capacity could l;Je worked 
out i~ audit. Of thcs<> factc.rles, urilisation of pr9ject 
capacity was 60 per cent and above but below 80 per 
cent in 3 factories, 40 per cent and above but below 
60 per cent in 4 facrories, 20 per cent and above but 
below 40 per cent in 3 factories and 'below 20 per 
cent in 2 factories. Silp..ilarly, utilisation of insta11ed 
capacity was 80 per cent and above in 2 factories, 
60 per cent and above but below 80 oer cent in 
4 facrorics, 40 per cent and above bot below 60 per 
cent in 2 factories and 20 per cent and above but 
below 40 per cent in 4 factories. The OFB stated 
(November 1986) that the gap in capacity ·and actual 
production cannor be avoided. · 

· 3 . Budget and actuals 

Budget grant and actual expenditure for 1984-83 
to 1984-85 in respect of R evenue and Ca'pital for 
ordnance an .. d clothLng factories were '3S under : 

Year 

1982-83 

1983-84 

1984-85 

Revenue 

Budget Actual 

(To 
777 .02 749 .04 

857 .185 797.43 

889.47 853.34 

4. Cost of orders in hand 

Capital 

Budget Actual 
grant 

crores of rupees) 
69. 83 59 .78 

89.98 81.70 

103 .80 87.30 

The cost of outstanding orders fu band of the 
ordnance factories a! the end Of the year is J\Ot worked 
out though the accounring procedure provides that 
at the end' of each year a list of all outstanding extracts 
wi11 be _prepared and the values will be worked out 
for budgetary purpose. 

' 
5. work-in-progress 

A s on 1st April 1984, 54060 manufacturing 
warrants valuing Rs. 341 .90 crores j~sued upto 

"1983-84 ·were outstanding. Of them, about 61 per 
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cent (32,922 warrants) were cleared during 1984-85 
and t'he bal<mce (21,138 warrants valuing Rs. 115.08 
crores) were awaiting completion at the end of March 
1985. Together with the fresh manufacturing 
warr~nts issued during 1984-85 but not completed, 
42,334 manufacturing warrants (valued (!.f Rs. 361.24 
crores) were outstanding at. the end of the year under 
review (March 1985). 

The table below shows the age of the work-in
progress and the manufacturing warrants against which 
Che works remained incomplete on 31st March 1985. 

Year in which works started N umber of Work-in-
manufactur progress 
ing (in crores 
warrants of rupees) 

1952-53 to 1974-75 221 J.43 
1975-76 to 1979-80 2,568 6.02 
1980-81 to 1983-84 18,349 107.63 
1984-85 21,196 246.16 

42,334 361.24 

T he normal l ife of a manufacturing warrant is •)nly 
six months. 

6. CiVil trade 

One of the objectives of the OFB was to maximi5e 
utilisation of installed c;rpacaity where necessary by 
diversification of production for ch•il 211d export 
markets. The civil trade during 1984-85 had shown 
a downward trend. The value of civil trade, profit 
involved and amount of foreign exchange earned 
during 1983-84 and 1984-85 were as under : 

Value of civil trade 
Profit involved 
Foreign exchange earned 

1983-84 1984-85 

(in crores of rupees) 

36.01 
2.16 
1.26 

32.56 
1.60 
0.87 

The foreign exchange expenditure incutred in pro
duction of the civil trade items is not known. The 
OFB stated (November 1986) that the Ordnance 
Factory's entry into civilian markets by diversification 
of installed capacity is dependent entirely on capacities 
available after meeting services d.emand. 

7. Overtime 

AH the factories continued systematic overtime 
throughout tbe year 1984-85. The detajls of over
time work for the last three ye~rs were as under : 

Year Man-hours Value 
(in lakhs) (Rs. in 

crores) 
~~~~~--~~~~~~~~~~~~ 

1982-83 
1983-84 
1984-85 

SI 1 DADS/86-3 

822 .47 
841. 76 
853.65 

36.56 
42.55 
47.26 
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8. Inventory 

As against the total value of Rs. 664.56 crores and 
Rs. 713.31 crores in respect of inventories held in tbe 
factories as on 31st March 1983 and 3 l st March 
1984 respectively, the total value thereof held as on 
31st March 1985 was Rs. 740.67 crores as detailed 
below: 

Particulars Value in crores of rupees 

31-3-1983 31-3-19R4 31 -3-1985 

I. Working stock : 

(A) Active ~ 512.00 556.16 587.87 

(B) Non-moving 40.03 37.55 33. 86 

(C) Slow-moving 37 .49 38.83 42.45 

2. Waste and obsolete 18.63 21.61 13.32 

3. Surplus stores 7.05 5.44 8.26 

~· Maintenance stores . 49.36 53.72 54.91 

Total 664.56 713.31 740.67 

The stock holding in terms of average monthly 
consumption . ol direct <md indirect stores worked out 
to 10.43 months against 9 months requirement:; on 
average in terms of all varieties of stores. 

The total number of items of non-moving (stores 
not drawn for a cont'inuous pe.riod of 3 years or more) 
and slow-moving (stores not drawn for a continuous 
period of one year) stores during J be years 1982-83 
to 1984-85 were as under : 

Year Non-moving Slow-moving 

1982-83 
1983-84 
1984-85 

Items 

1,31,434 
1,18,057 
1,22,841 

9. Stock verification 

Value 

(Rs. in crores) 

40.03 
37.55 
33.86 

Items Value 

(Rs. in crores) 

41,794 37 .49 
40,306 38.83 
37,013 42.45 

Cases of dej1ciencies are increasing in the ordnance 
factories. Annual stock verification carried out by 
an independent group under the control of OFB / OEF 
Headquarters found the following deficiencies and 
surpluses in the factories : 

Year 

1982-83 
1983-84 
1984-85 

Deficiencies Surpluses 

(in lakbs of rupees) 

23.93 
28.83 

108 .37 

33 .21 
68.12 
48.24 

The total number of items for which stock was not 
verified during 1984-85 was 73 ,287 in 8 factories. 



10. Services rendered on pa}ment 

Outstanding due5 on account of stores supplied and 
services rendered on payment by the ordnance 
factories. upto March 1985 to outsid.: parties including 
central department, State Government, raii'ways, 
private parties etc. amounted to Rs. 12.13 crores as 
at the end of June 1986 as follows : 

Central departments : (excluding railways) 

Foreign Government 

State Government 

Railways 

Public Sector undertakings 

Private parties 

value of 
o utstanding 

dues 

(Rs. in 
crores) 

J0.12 

0. 07 

J.20 

0.01 

0.41 

0.32 

12 . 13 

The case was referred to th('. Ministry of Defence in 
August 1986 but t'heir comments were still awaited 
(November 1986) . 

ANNEXURE (Referred to in sub-para-1) 

01~eral! Srntistical Data 

1982-83 J 983-84 1984-85 

2 

1. Average value of fixed 
capital assets (Rs. in 
crores) . 

2. Man-power (No. in lakhs) 

3. Net cost of production 
(excluding inter factory 
demands) (Rs. in crores) 

4. Capital output ratio 

5. Factory cost analysis 
in terms of percentage of 
gross value of production : 
Material 

Labour. 

Others . 

6. Gross contributed value 
(value of production less 
materials and outside 
supplies and services) 
(Rs. in crores) 

7. Wages (Rs. in crores) 

8. Net contributed value 
(gross contributed val ue 
less wages) (Rs. in 
crores) . 

9. Net contributed value 
per Rs. 1 crore, of fixed 
capital assets (Rs. in 
crores) . 

3 

431.92 

I. 79 

697.75 

1 :1.62 

67.68 

6.44 

25.88 

281 . 11 

55.99 

225 . 12 

0.52 

4 5 
- - -

467.80 506.75 

I . 78 1.83 

803.93 913 .34 

I :1.72 J :1.80 

67.40 65 .90 

6 .80 6.75 

25.80 27.35 

331.60 396.93 

69. 10 78.60 

262 . .m 318.33 

0.56 0.63 
':----- ·---- ----- ·---------
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10. Average earnings per 
employee (Rs.) 

11. Net contributed value 
per employee (Rs.). 

12. Value of abnormal re
jection (Rs. in crores) 

13. Percentage of abnormal 
rejection on gross value 
of production 

14. Customer composition 
(percentage of total issue 
net of Inter-Factory 
Demands) 

Army, Navy, Air Fo rce 
and others 

Civil Trades . 

Own stock and capital 
works 

15. Extent of requirement of 
stores (Armament, Ord
nance, Clothing, Mech
anical Transport) met by 
Ordnance Factories iTJ 
terms of percentage 

Army, Navy, Air F orce 

3 

12,149 

12,606 

5 .05 

0.58 

88 .86 

3.64 

5.12 

2.38 

55.08 

·and others 37 .69 

16. Value of inventor ies (Rs. 
in crores) 664. 56 

17. Surplus, obsolete, slow
moving and non-moving 
invento ries (Rs. in crores) 103.20 

18. Norms of general inven
tory holdings in terms of 

4 5 

14, 122 

14,714 

4.12 

0.40 

87.90 

3.85 

5.30 

2 .95 

54.94 

30. 27 

713.31 

103.43 

16, 110 

17,420 

5 .68 

0.49 

90.07 

3.05 

4 .38 

2 .50 

54 .80 

22.51 

740.67 

97 .89 

months requirements 6 months 6 months 6 months 

19. Invento r ies in terms of 
months consumption JJ.1 1 10.89 10 .43 

months months months 

20. No. of warrants pendcncy 
(i) Total No. of warrants 

on 31 March 1983/ 
1984/ 1985 56,862 54,060 42,334 

(ii) No. of warrants more 
than one year o ld on
wards o n 31 March 
l 983/ 1984/ l 985 32,079 

21 . Norma l manufacturing 
cycle/normal life of 
manufacturing warrants. . 6 months 

22. Vahle o f components and 
products in stock (Rs. in 
crores) . 131 .41 

23. Components and pro-
ducts ho lding in terms of 
months production J .81 

months 

29,603 21,138 

6 months 6 months 

135.78 

1. 61 
months 

193 .45 

2 
months 

12. Injudicious/ unnecessary purchase of ~1ores 

(i) A cceptance of def~ctive stores involving loss 

A Gun Development Team (GDT) set up in 1965 
for developing an equipment and its ammunition, took 
up development of am.mun•ition in February 1978. 
The design of the ammunition was finalised in August 
1981 with empty shell bodies obtained from factory 
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'A ' and other matching component:. from trade. As 
Ordnance Factory Board ( OFB) expressed inability 
irr October 1981 to supply additional sheU bodies for 
users' confirmatory and range and accuracy trials, the 
GDT placed a trial order (November 1981) on firm 
·x• for 50 shell bodies at Rs. 2,800 each (valuing 
Rs. 1.40 lakhs). According to Ministry of Defcn.ce 
(Ministry) (November 1986) trade sources were not 
having s.ubstantial orders f~om OFB in 1981. Hen'Ce it 
was decided to obtain supplies of shell body forgings 
from trade for quicker delivery. It has been observed 
in audit that the average cost of shell bodies in fac
tory 'A' during 1983-84 was only Rs. 710.78 each 
(the average cost of factory A's supplies during 1981 
is not available). The capacity created in factory 'F' 
for prod uction of shell bodies for the ammunition was 
also lying unutilised to a considerable extent. 

The shell bodies received from firm 'X' in April 
1982 were subject to tdal firing'> in May 1982 after 
being assembled at factory 'B ' and majority of them 
were fo und to be defective (May 1982). Yet, two 
orders were placed on firm X ' in November 1981 
and May 1982 for a bulk quantity of 1,100 sets of 
matching components at Rs. 549 per set and 1,080 
shell bodies at Rs. 2,800 each for comlucting forther 
trials. The order for shell bodies provided supply 
within 3 months and inspection by the GDT before 
supply. Th~ firm supPlied rhe matching components 
in Sep tember 1982 and 410 shell bodies during 
August to December 1982 duly inspected by the 
GDT. Out of the firs t consignment of 280 shell 
bodies supplied till October 1982, 165 shell bodies 
were assembled at factory 'B' in November 1982. The 
shell bodies failed in trials (December 1982) and 
defects of major and unsafe n'ature were noticed. 
Although the delivery date expired the order on firm 
'X ' was not shortclosed but the ordered quantity was 
increased (January 1983) from 1,080 numbers to 
1,330 numbers. The GDT stated (January 1986) that 
the order was not sbortclosed as the Inspecting Officer 
satisfied himself that the defects in the shell bodies 
had beer~ rectified by the firm. 

The firm submitted 670 shell bodies for inspection 
during January to May 1983, 651 of them were 
accepted and 19 were rejected . T he additional 250 
shell bodies ordered in January 1983 were supplied 
in October/ November 1983 without prior inspection 
and acceptance. These were subsequently rejected in 
inspection in September 1984. 

The supplies received aflcr D ecember 1982 were 
found to be defective in July 1983 after assembly 
and trial o[ a part of the supplies (235 numbers). An 
Inspection Team set llp by the OFB in July 1984 to 

carry out a11 inspection of the unused shell bodies 
observed (june 1985) major anti critical defects in 
them. The team also noticed that the shell bodies 
were not conforming to the slipulated specification and 
that the matching components supplied ~y the firm 
were in badly rusted condition·. As the shell bod ies 
and the components could not be put to any other 
alternative use, the GDT recommended for their 
disposal as scrap (June 1985). 

The total cost of 1,061 shell bodies and ·1, 100 sets 
of matching components was Rs. 36.11 lakhs. 100 per 
cent payment for the stores was made to the firm 
during November 1982 to March 1984 on the basis 
of the inspection notes. No detailed inspection reports 
are, how~ver, available in the records of the GDT 
on the basis of which the• inspection notes were clear
ed. The estimated cost of assembly of a part of the 
supplies ( 400 numbers) was about Rs. 6.84 lakhs. The 
total loss d.'.le to acceptance of defective supplies inL 
eluding assembly and filling costs work out to Rs. 45 
lakhs· approximately. The OFB sta ted (Ap1il 1986) 
that the exact loss would be assessed only after dis
posal action is initiated. 

· The case reveals the fo llowing : 

( i) Factory 'A' earlier manufactured and supplied 
shell bodies for the ammunition a t a much cheaper 
cost (Rs. 710.78 each) but OFB expressed inabiJity 
to undertake fur.ther productioDI for that purpose and 
it ·was decided to procu.re the shell bodies from trage 
as trade sources were not having ~.ubstantial orders 
from OFB in 1981. Consequently a trial order for 
50 numbers at Rs. 2,800 each of shell bodies was 
placed on firm 'X'. 

(ii) Though majority of shell bodies received from 
firm 'X ' agains t the trial order of November 1981 
were found to be defective; two more orders ( 1,080 
numbers oE shell bodies and 1,100 sets of matching 
components) valuing Rs. 36.11 lakhs were placed on 
them in May 1982 (for shell bodies) :ind November 
1981 (for matching components). 

(iii) Though the delivery schedule of the order of 
May 1982 for shell bodies expired when the firm sup
plied only 410 numbers of which J 65 numbers had 
already failed on trials the order was not shortclosed, 
o n the other hand the quantity on' order was increased 
by 250 numbers. 

(iv) The sheU bodies (1 ,061 numbers) ~r.ipplied 

by firm 'X' against the order of May 1982 were 
found defective and could not be put to any use. The 
matchin·g components (1.100 sets) received against 
the order of November 1981 also could n'Ot be put 
to any use. 



(v) No detailed inspection reports were available 
in the records of the GDT on the basis of which the 
inspection of the shell bodies was cleared. 

(vi) The total cost of 1,061 numbers of shell 
bodies, 1,100 sets of matching components, including 
the cost of assembly and filling, which could not be 
put to use wqrks out to Rs. 45 lak.hs approximately. 

The Ministry stated (November 1986) that the 
case is und~r investigation by Central Bureau of In
vestigation. 

12(ii) A voidable expenditure in ~lie purchase of 
stores 

According to the instructions issued by the Director 
General Ordaance Factories in August 1975, the 
ordnance factories were required to make 100 per 
cent payment within 10 days of receipt of despatch 
documents for stores supplied by· the Minerals and 
Metals Trading Corporation (MMT<;::) . The Ministry 
of Commerce urged the Ministry of Defence 
(Min·istry) in July 1981, that as the factories were 
taking 10 to 322 days for making pay~1ents to the 
MMTC against various supplies made from Aug.ust 
1975, suitable instructions should be issued to the 
factories to make payments in advance like all other 
customers including Governmc:nt Departments aad 
collect the stores thereafter from the godowns or dis
tribution centres. Necessary instructions for the ad
vance payments were, however, not issued by the 
Ministry immediately. On•ly in December 1984 Gov
ernment orders authorisi1;1g the Ordnance Factory 
Board (OFB) and the factories to make 100 per cent 
advance payments with the placement of orders on 
the MMTC and other public sector enterprises were 
issued. 

Meanwhile, the MMTC released the following sale 
notes in July and August 1 ?81 and October 1982 
for supply of refined nickel (in pellet form) to factory 
'X' and tin ingot to factory 'Y' against the demands 
placed by the ~actories : 

Sale Note 

9th July 1981 

5th August 198 1 . 

Quantity and rate 

22 MT o f refined 
uickel (Rs. 90,000 
per MT). 

22MT of refined 
nickel (Rs. 94,000 
per MT). 

Valid ity period 
of the sale note 

31st July 1981 

31st August 1981. 

6th October, 1982 9 MT of t in ingot 30th October 1982 
(Rs. 2,00,000 per MT) 

The sale n'otes provided that the factories should 
make 100 per cent payments in advance within the 
vaJidity of the sale notes and that in default of the 
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payments within the timC' the sale notes would auto
matically stand cancelled. Despite such stipulation 
two orders were placed (July an·d August 1981) by 
Factory 'X' on the ·MMTC for supply of 44 MT of 
refined nickel at the quoted rate with the provision 
that payment for the Si.lpplies would be made within 
10 days of receipt of the proof of desp::itch of the 
store. As the MMTC returned (August 1981) the 
order of July 1981 stating that the advance payment 
was required before supply, the factory requested the 
OFB (August 1981) to settle the matter with the 
higher authorities or to direct the accounts authori
ies to issue cheques for advance payments. The OFB 
intimated the factory on'ly in Aprli/ May 1982 that 
the question of advance payments was ' being taken 
up with the Ministry and that in the meantime the 
requirements of canalised items could be obtained 
by making advance payments to the MMTC on pro
visional basis. The OFB did not, however, issue simi
lar instructions to other factories simultaneously. The 
.OFB stated (Augu~t 1986) that after receiving Gov
ernment sanction (December 1984) for making 
100 per cent advance payment, ill'Structions to all 
factories were issued in February 1985. 

Meanwhile the MMTC cancelled the sale note 
(July and August 1981) in August 198 1/ April 19~2. 
Factory 'X ' procured 43 MT of refined nickel during 
November/ December 1982 at higher rates 
(Rs. 98,600 and Rs. 1,07,400 per MT) after 100 per 
cent advan'Ce payments were made against fresh sale 
notes issued by the MMTC (September and October 
1982) . The Ministry stated (October 1984) that the 
enhanced procurement cost was due to impqrt of the 
store by the MMTC. 

Similarly, factory 'Y' received in September 1982 
sale release order from the MMTC which also stipu
lated advance payment before supply. The factory 
referred the matter to the OFB in September 1982 
but OFB's decision was not conveyed. Factory 'Y' 
placed all' order in October 1982 on the MMTC for 
supply of 9 MT of tin ingots at the quoted rate of 
Rs. 2,00,000 per MT stipulating that 100 per cent 
payment wc.uld be made within l 0 days of receipt of 
despatch particulars of the store. As advance payment 
was not made the MMTC cancelled the sale note in 
November 1982. Despite several reminders the OFB 
advised the factory only irt Fe bruary 1983 to make 
advance payment provisionaUy subject Jo ex-post facto 
Government sanction. The OFB stated ( August 
1986) that as the factory simultaneously took up the 
matter with the MMTC for continuance of existing 
procedure, the OFB wa· waiting for the outcome. 

,-



The MMTC issued in' March 1983 a fresh sale note 
'( valid till 3 1st March 1983 for supply of the tin ingot 

at R s. 2,50,000 per MT. Meanwhile, as funds were 
exhausted , the factory could not place any order 
against this sale note. Subsequently against another 
sale note issued in May 1983 tbe factory procured 9 
MT o( tin in'gots io~August 1983 at Rs. 2,65,000 per 
MT after making advance payment with tbe order. 

Failure of the Ministry an<l the OFB in 1981 and 
1982 to issue timely instruction to all ordnance fac
tories regarding 100 per cent advan·cc payment to 
the MMTC with the placement of orders on provi
sional basis pending issue of Government sanction, 
involved an extra expenditure of R s. 11.10 lakhs i11 
the procmement of refined nickel and tin ingot by 
factories 'X' and 'Y'. 

r 12(iii). Purchase of unsuitable stores 

(i) To improve the quality of communication 
system, facrory 'D' invited (September 1983) tenders 
from 10 firms for supply of 5,000 metres each of 
armoured cables of types I and ll with 0 .71 mm dia 
copper conductor. Of the four offers opened on 
25th Ocwber 1983 , the offer of firm 'P' was the )Qwest 
(Rs. 59.76 per metre for type I and R s. 28.44 per 
metre for type II) . The factory cou ld not finalise 
the order on the firm due to the latter's confusing 
stand on excise duty an.d insistence on 100 per cent 
payment based on despatch documents. In D ecember 
1983 the user ·section of the factory telegraphically 
requested a uni t of a Public Sector Undertaking 
manufacturing cables (firm 'X ' ) for their quotations 
for cables with 0.41 mm dia er 0.71 mm dia conductor 
or to the nearest sizes of their manufa'cturing r~nge. 
Acc9rding to Ordnance Factory Board (OFB) 
(October 1986 ) the enquiry was informal. Firm 'X ' 
quoted (January 1984) R s. 48,148 per km. for type I 
and Rs. 24,599 'per km. for type II with 0.51 mm dia 
conductor. 

As the rates of firm 'X ' were cheaper and their 
products had better manufacturing process, quality 
control· and economic insulation, the factory reinvited 
tenders from 9 firms including firm 'X' in April 1984. 
Although diametre of conductor was not a stringent 
factor and cables with 0.51 mm dia conductor were 
also acceptable, t be retender enquiry specified only 
0 .71 mm dia conductor instead of botb 0.51 mm db 
and 0.71 mm dia. The OFB stated (October 1986) 
rhat in order to keep the option wide open to various 
firms the diametre of the cables was not reduced. 
The fact, however, remains that had the f~ctory 

specified both diametres, the option for the firms 
producing and supplying cables with 0 .51 mm dia 
conductor would have been wider. 
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F irm 'X' did not respond to the retender and no 
offer for cables with 0 .51 mm dia conductor was re
ceived from any firm. Of the 3 offers opened on 
26th April 1984 the offer of firm 'R' was the lowest 
(Rs. 58.48 per metre for type I and Rs. 28.48 p;!r 
merre for type II) and that of firm 'O' was the l.econd 
lowest (Rs. 61,89 per metre for type I and Rs. 30.99 
per metre for type LI). Both the firms quoted for 
cables with 0.71 mm dia conductor. In June 1984, 
when tbe factory asked firm 'R' to confirm that their 
supplies would be of firm 'X' or firm 'Y' or firm 'Z' 
make at the quoted prices, the latter intimated on 
22nd June 1984, that rhe firms mentione+l by the 
factory were not regularly manufact~ring the cables 
of the required type and that their offer was for other 
types of assured quality. Meanwhile on l sr June 
1984 firm 'Q', on _their own, submitted another offer 
for supply of cables of firm 'X ' or firm 'Y' make to 
t heir respective specification, a: R s. 64.% per metre 
for type I and R s. 33.15 per metre for type Il 
observing tha t their earlier offer was not found 
suitable by the factory. The: factory rejected 
(July 1984) the lower offer of firm 'R ' on the ground 
that the same was for unknown make and quality and 
without' enquiring whether the cables offered by 'firm 
'Q' in their quotation of June 1984 were with 
0 .7 1 mm dia cond uctor, the factory p]aced an 
order (July 1984) on them for n:pply of 5,000 metres 
of each type of cable with 0 .71 mm dia · conductor 
of firm 'X' or firm 'Y '. make. Subsequently at rhe 
request of firm 'Q ' (October 1984) the factory revised 
(November 1984) the specification of the cables on 
order, from 0.71 mm dia to 0.50 mm dia conductor, 
to conform to that of firm 'X" make. The cables of. 
firm 'X' make wit'h 0 .50 mm dia conductor were thus 
ordered on "firm ' Q' at higher rates (Rs. 64.98 per 
metre for type l and Rs. 33.15 per metre for type II) 
as oompared to. those offered by firm 'X' in January 
1984 (Rs. 48.15 per metre for type I and R s. 24.60 
per metre for type II),. 

Though the store section of the factory, while 
initiating procuremenr action (August 1983), 
stipulated that prior approval of advance sample 
before bulk supply would be required this condition 
was not provided in the order. Due to the closure 
of the works of firm 'X ', firm 'Q' could not supply 
rhe cables by 30th September 1984 as stipulated in 
the order. The delivery period was extended from 
time to time and fi nally till 30th April 1985. The 
firm started supplies from Janua'ry 1985. Although 
the user section of the factory intimated (January 
L 985/February 1985) that the stores supplied by the 
firm were of cheaper /inferior · ma terials and unfit for 
use and not acceptable even with price redudion, the 



order was a1lowed (March 1985) to continue with 
7 per cent price reduction on actual cost for full 
quantity. The reduced rates (Rs. 60.53 oer me<re 
for type I and Rs. 30.94 per metre fo r type II) were 
much higher than those offered by firm 'X' in January 
1984 (Rs. 4 8. 15 per metre for type I and Rs. 24.6C) 
per metre for type II) . The tirm supplied in all 
5,373 metres of type I and 5,260 metres of type II 
cable by July 1985. The entire stock (cost: R s. 5.06 
lakbs) was lying um1-;ed (September 1986) being 
unsuifable for the intended purpose. Besides, pro
curement of cables of fi rm 'X' make at higher rates 
from firm 'Q' instead of from firm 'X' direct, involved 
an avoidable extra expenditure of Rs. 1 lakh. 

The case was referred to the Ministry of Defonce 
in June 1986 but ·their r~ply was still awaited 
(SepCember 19-86) . 

(ii) Factory 'B' was removing scrap s recovered 
from steef ingots from forge shop to steel melting 
shop in lots of 7MT to 20MT by trucks or wagon . 
Quotations were invited in March 1981 from 7 firms 
for supply of 20 steel boxes of a special type ro sl,ift 
the scraps in bulk. An open advertisement was <rlso 
made in April 1981 for supply of these boxes. The 
boxes were bulky and heavy and the factory did not 
have adequate facility for lifting the heavy scrap loads 
and filling them in rhe boxes but this aspect was not 
considered when the quotations were invited . T.hree 
offers were received against the tender of March 1981. 
The Tender• Purchase Committee recommended in 
May 1981 the offer of firm 'M' (R s. 10,793 each ) 
which was the lowest, for a reduced quantify of four. 
For the balance, it recommended placement of order 
against the open advertisement. The capacity of 
firm 'M' was certified by an officer of the factory in 
May 1981 airer visiting the firm. However, a'S the 
factory had doubts about the firm's capability to 
manufacture the boxes and its qelivery period ( 8 to 
10 months) was considered to be long, the order was 
n ot placed ori. Che firm. It was decided (May 1981 ) 
to manufacture the boxes in the factory out of 
available structural items. 

The offers received from thrne firms (Rs. 11 ,972 
to Rs. 18,880 each) against th~ open adverrisement 
were also reiected (June 1981) as the boxes were 
decided to be manufactured iu the factory. H owever, 
the factory did not take any action subsequenrJy to 
manufacture the boxes and within 3 months tenders 
were again invited (30th September L981) for supply. 
Six offers (Rs. 15,500 to Rs. 21,500 e::ich) were 
received and an order was placed in January 1982 
on firm 'N' for 20 boxes at R s. 15,SOn each. 
Supplies of the boxes (cost: R <> . 3.26 lakhs) were 
compkted in February 1983. Upto March 1986, 
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12 boxes were taken from stock but could not be 
utilised due to handling difficulties and the balance r 
8 boxes were lying in stock (October 1986). OFB 
srated (October 1986) th:u magnet facility in the 
forge shop was envisaged for lift ing the scraps and 
filling in the boxes. The fact, however, remains, that 
the boxes were procured without providing these 
facili ties and these facilities have not yer been provided 
even more than three y~ars after the receipt of the 
boxes. 

T he case was referred to the Ministry of Defence 
(June 1986) but t'.heir reply was still .awaited 
(September 1986). 

J 2. (iv) Extrn e~cpe1ui.i£ ure in purchase of an · ingOL 

Factory 'X' was using zinc base alloy ingots as per 
ISl 5pecification of 1966 for the manufacture of die 
cast components. In February 1981 the ISI specifi- "\. 
cation was revised lo provide iron content to the ex-
tent of 0.03 pee cent against 0.075 per cent in the 
earlier specification, but the factory continued to use 
ingot of old specification. In February and March 
1983 the factory placed two demands on the Ordnance 
Factory Board (OFB) for 240 tonnes ingots as per 
old specification. Tbough, after receipt of copies of 
the demands, the Controller of Inspection, Metals 
( CIM) intimated the revision i!J. the ISl svecification 
to lhe OFB and 1he factory' en 30th April 1983, the 
demands were not amended. On · 4th May 1983 lhe 
OFB invited tenders for supply of the ingots but they 
also did not update the s pecification. · The tender 
notice was also not endorsed to the CIM for vetting of 
specification. The OFB stated (November 1986) 
that as the CIM's letter was not received at their 
end, the specification which was endorsed in the 
demands was incorporated in the tender and that the 1-

tender notice was inadvertantJ.y not issued to the 
C'IM. 

Based on the quotations received the OFB placed 
the following orders on four firms for supply of 240 
tonnes ingot with old specification at Rs. 20,250 per 
tonne. 

F irm Month of placing 
order 

Quantity 
in tonnes 

Del ivery schedule 

' A' August 1983 100 50 tonnes per month 
after 4 weeks from 
the receipt of order. 

'B' August 1983 25 J2.5 tonnes per 
month after JO to 
J2 weeks · from the 
receipt of order. 

'C' August 1983 25 .12.5 tonnes per 
month after 4 to 6 
weeks from the 
receipt of order. 

·n· October 1983 90 45 tonnes per month 
from November, 
J983. 



c 
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In September and ovember 1983 the CIM again ' 
requested the OFB to nmend the specification in the 
orders. According to the OFB (November 1986) 
these letters were also not received by them anci on 
receipt of fu rthe r communicat ion from the fac tory 
they had intima ted the fac to ry (January 1984) that 
the amendment was not possible at that stage and 
that any such amendment would result in complica
tions. 

Firms ' A· ~J1d 'B' completed the orders for 125 
tonnes in November 1983 and February 1984 res
pectively. Against the extension till F ebruary 1984, 
firm 'C' suppl ied 6.29 tonnes (November/ December 
1983) out of 25 tonnes ordered on them. The 
supplies were made according to old specification and 
accepted. Although the delivery schedule of fi rm 'D' 
was extended till M arch 1984, supplies were not re
ceived from them. As the factory continued to insist 
(April l 984) on supply as per revised speci fication, 
rhe OFB amended the specification in the orders wi th 
firms 'C'. and 'D' in M ay 1984 though earlier the 
amendment was not carri:!d out on the ground of 
likely contractual complications. Firm 'C' refused 
(August 1984) to accept the amendment withot.:t 
price increase. Firm 'D' agreed · (April/May 1984) 
to suppl y the ingots as per revised specification at the 
ordered price as the cost increase due to the revised 
speci ficatio n was considered to be slightly higher, pro
vided the delivery schedule was extended /refixed 
without any liquidated damages and price with 
reference to MMTC price of zinc prevailing during 
April , M ay and June 1984 was accept~d . As the 
OFB did not agree to the conditions due to consider
nble increase in the price of zinc during 1984, the 
amendment to specifications was not acr.c..pted by the 
firm (May 1984) . 

According to th~ OFB (May 1986) the permissible 
limit for iron in the die casting be ing 0.1 per cent, in
gots with old specification havfog 0.075 per cent i ron 
content were also suitable for production . Although 
the factory was using these ingots for a Jeng time and 
firms 'C' and 'D' were contractually bound to supply 
these ingots of old specification at the contracted pr ice 
(price increase after the o riginal stieulated delivery 
period being not admissi ble), the order on firm 'D' 
was cancelled (J uly 1984 ) and that on fim : 'C' was 
shortclosed (August 1984). Subsequen tly, the OFB 
rJ ::iced (April and May 1985) ord!!rs for ingots as per 
revised specification for the cancelled/sho rtcl ·)Sed q;.wn
tity ( I 08 tonnes) on firm 'P' ( 40 tonnes) at 
R s. 29,230 per tonne and on firm 'D' (68 tonnes) at 
Rs. 29,400 per ton ne. Firm 'P ' supplied the ingots 
•'.uring May 1985 to March 1986 and firm 'D' during 

. 
June 1985 tn May 1986. Computed with the rate 
!n 1983 for ir.gots with old specification, the procure
ment in 198:· of 108 tonn~ ingot with revised speci
fication involved an extra expenditure of about 
Rs. I 0.2 1 lakhs. 

T he OFB stated (May 1986) thu; •s.ince the ingots 
wi th old specification were to be e:!· hi. sted fi rst, this 
was a case of postponment of prol: nent · of ingots 
with revised specificat ion com mcnsu at~ with the time 
of their use to avoid accumulation of inventory. They 
also added (November 1986) that pr ior to the can
cellation/shortclosme o[ the orders on firms 'C' and 
'D ' there was a total stock and reserve of about 221 
1onnes of ingots wi th old specifica tion which was abcut 
! I months requirements. The facts, however, rem.i n 
that : 

( i) inspite of rev1s1on in specification, orderc; 
were placed in 1983 for ingots of old speci
fication after considering the requirements; 

(ii) although ingots of old specification were also 
sui table and being used .since long the 
orders on fir ms 'C' and 'D ' were later can
cctled/shortclosed without considering the 
eventual extra expend iture in the purchase 
of ingots of revised specification; 

(i ii ) the factory had used ingots of old specifica
tion satisfactorily during 1984/ 1985; and 

(iv) extra expend iture of R s. I 0.21 lakhs was 
involved in the purchase of ingots of revised 
specification. 

The case was referred to the Ministry in J uly 1986, 
their reply was still awaited (No vember 1986). 

12.(v) Unnecessary import of dead axles fo r Shakti
man Vehicles 

T he faci li ty for machining of dead axle forgings 
for Shaktiman Vehicles was set up in factory 'A' in 
J 969-70. The ind igenous sources ( firms 'X ' and 'Y' ) 
for the forgings were estab lished in 1971. F actory 'A' 
olaced two orders on firm 'X' in D ecember 1971 and 
~n fit m ' Y' in M arch 1980 for su pply of 15000 for
gings and 18395 forgings respectively. F irm 'X ' 
snppHed 9757 forgings till September 1979 ; thereafter 
no sepplies were received from them till J anua ry 
J 982 due to breakdown of power hammer in their 
works. Firm 'Y ' supplied 8577 forgings ti ll June 

198 1 

1he production programm e of Shaktiman Vehicles, 
quantity of dead axles machined by factory 'A' and 



quantity supplied by firms 'X' and 'Y' from 198 1-82 
to 1985-86 were as follows : 

----
Year Produc- No. of Dead axles suppl ic1 

tion pro- dead by 
gramme axles 
of Shakti- machined Firm 'X' Firm ·y• 
man by factory 

---~~'' 
'A' 

in (in sets) (in sets) 
number) 

1981-82 I 3,600 3,454 100 2,000 

1982-83 3,700 3,817 2,059 3,152 

1983-84 3,800 3,495 790 J,907 

1984-85 3,800 3,668 Nil. 2,021 

1985-86 3,800 3,737 Nil. 3,376 

(Note :-0.1c set comprises of two numbers and each vehicle 
requires one set). 

Due to unsatisfactory supplies of forgings from 
firms 'X' and 'Y', the factory proposed in August 
198 1 to import 2,000 forgings from its foreign coll
aborator at a cost of Rs. 65.86 lakhs to meet produc
tion requirement. The Ministry of Defcnc~ (Minis
try) released (February 1982) Rs. 30.54 lakhs in 
foreign exchange for 1,000 forgin_gs. However, as the 
supplies from firms 'X' and 'Y' improved meanwhile 
from January and March 1982 respectively and the 
stock position became comfonable- the import order 
(or the forgings was not placed and the factory decided 
(August l 982) to import instead machined dead 
axJes from the collaborator with the released foreign 
exchange. T he approval of the Ministry for import 
of machined dead axles in lieu of forgi ngs for which 
the foreign exchange was released was not taken. 
The order on the collaborator for 650 machined dead 
axles at a total cost of DM 698 ,808 (F.O.B.) 
(Rs. 30.05 lakhs) was placed in September 1982. 
Due to price increase the total cost was subsequently 
increased (November l 983 ) to ~s. 31.50 lakhs 
(F.O.B.) and it was decided (November l 983) to 
meet the addit ional foreign exchange from the Genera l 
Manager's imprest. 

The machined dead axles were received from the 
collaborator during August 1983 to June 1984. How
ever; the factory had met its requirements since the 
month of placing the import order till February l 986 
mainl_y ~ith indigenous forgings, the stock of which 
increased to 4,484 numbers in November 1982. Out 
of tbe 650 imported machined dead axles only 468 
numbers were used (March 1984 to March 1985). 

J\s supplies of indigenous forgings showed improve
ment from early l 982. the import of 650 machined 
dcac axles at a cost of Rs. 31 .49 !akhs was unneces
smy. Further import of machined dead axles in lieu 
of forgings, for which foreign exchange was released 
inv<'lved an extra expenditure of Rs. 6.77 lakhs in 
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foreign exchange computed with reference to the cost 
cf imported forgings plus their cost of machining in 
the factory. Besides foreign exchange was not sanc
Jioncd for import of finished dead axles. 

The Ordnance Factory Board stated (November 
1986) that though supplies of forgings from indigen
ous sources improved since 1982, increased break
down in the machining line compelled import action 
fo.r machineq dead axles to supplement the shortfall in 
factory's machining capacity. They also stated that 
the covering sanction fo r the import was being ob
tained from the Ministry. The fact however, remains 
that the machining 11ne to manufactur.e the dead axles 
from indigenous forgings had met the requirements 
for the production of Shaktiman Vehicles during 
1981-82 to 1985-86. When the foreign exchange 
for import· of forgings was sought for in August 1981 
and foreign exchange was released in February 1982, 
the situation of the machining line was not considered 
critical. While initiating action in August 1982, to 
import 650 machined dead axles the critical condi
tion of the machining line was not intimated to the 
Ministry to obtain their concurrence for the import. 

The case was referred to the Ministry of Defence in 
August 1986 but their commen ts were still awaited 
fNovember 1986). 

12(vi) •. Unnecessary import of a propellant 

Mention was made in paragraph 13(ii) of the 
Report' o~ the ComptroJJer and Auditor General of 
India, Union Government (Defence Services) for 
1983-84 about the continued shortfall in production 
of an ammunition in factory 'X'. It was stated therein 
that : 

against the envisaged capacity for 40,000 
numbers per year, the actual production of 
the ammunition was 24,000 numbers in 
1981-82, 10,000 numbers in 1982-83 and 
2,875 numbers in 1983-84; 

to meet the shortfall in production, ammuni
tion and its components ( toral cost : 
Rs. 15.62 crores) were imported during 
1979-80 to 1983-84 and 

according to the Ordnance Factory Board 
(OFB) (November 1984) the envisaged 
capacity could be achieved after the 
commissioning of the full sers of plant and 
machinery sa nctioned in April 1976 / August 
1977 and September 1980. 

One of the imported components was the propellant 
<1 44 tonnes valuing R s. 1.10 crores induding freight 
cha rges) for the ammunition. Since 1978-79 the 

• 

• 

• 
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requiremenrs of factory 'X' for the propellant were 
being met by factory 'M' and though the maximum 
production of the ammunition achieved in a vear wa · 
only 10,896 numbers (1977-78) and the fuil sets of 
plant and machinery w.:re not in position to augment 
the production of the am munition the import of the 
propellant was arranged in October 1980. The 
imported propellant was received in the factory during 
March to June 1982. · 

As on fst April 1981 factory 'X' had rt stock of 
74.142 tonnes of propellant. Besides the import of 
J 43.952 tonnes, factory 'M' had supplied 271.23 
tonnes to factory 'X' during 1981-82 to 1983-84. 
Factory 'X' also received a further quantity of 
49.950 tonnes valuing Rs. 35.92 lakhs (approximately) 
in October 1981 against an import demand of 
November 1977. Out of imported and indigenous 
:;tock only 129.274 tonnes were used during t'he 
period and 328.698 tonnes were lying in stock at the 
end of March 1984. The supplies from factory 'M' 
were stopped during 1984-85 ·and 1985-86 (December 
1985). According to factory 'X' (July 1986), 
factory 'M' was asked not to effect any supply in view 
of availabilffy of huge stock and also due to less 
production of ammunition for want of filled fuzes 
ex-imp<?rt. The stock of the prcpellant at the end 
of December 1985 was 182.275 tonnes adequate to 
m.eet about 2 years' production with reference to the 
production of the ammunition achieved (24,000 
numbers) duririg 1984-85. 

The case teveals the following : 
(i) ·Though factory 'M' was supplying propellant 

to m~et the reqtiirements, 143.952 tonnes of 
the propellant' valuing R s. i .10 crores 
(approximately) were imported during 
March to June 1982 despite shortfall in 
production uf the ammunition at factory 'X'. 

,/ (ii) Consequent to import and adequate supply 
of propellant by factory 'M' and shortfall 
in production of the ammunition at 
factory 'X' leading to accumulation of huge 
stock, factory 'M' was asked not to effect 
any supply during 1984-85 and 1985-86 . . 

(iii) At the ~nd of December 1985 the stock 
· of the propellant was 182.275 tonnes 
adequate 1.o meet about 2 years production 
with reference to t'he production of the 
ammunition achieved (24.000 numbers) 
during 1984-85. The import of propeUant 
valuing R '>. 1.10 cror~s was thus avoidable. 

The ca~e was referred to the Ministry of Defence 
in . June 1986, but their replies - were awaited 
(November 1986). 
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13. fafmctuous Expenditure 

( i) Loss in the disposal of ·a store 

The procedure for ·disposal by auction uf waste 
products by the ordnance and clothing factories Jays 
down that the reserve price of the stores should be 

• fixed on the basis 0£ their cbndifion, prices obtained 
at previous sales and the prevailing market price 
where it can be ascertained. The rules also provide 
for acceptance by the General Managers (GMs) of 
bids upto 20 per cent below the reserve prices so 
fixed. 

In a clothing fa'ctory the unserviceable knitted 
portion of jerseys was sold in auction in Febniary 
1981 (1 ,936.12 kgs) and May 1981 (2,500 kgs) at 
Rs. 25.52 per kg. and Rs. 24 per kg. respectively. 
The ·s~ prices were below the reserve prices which 
were Rs. 28 per kg. and R:;. 25,20·per kg. respectively. 
Although a declining market trend was noticed in the 
auction of May 1981, the subsequent auctions for 
disposal of further accumulation of the store were 
not held in quick succession. After May 1981 four 
auctions were held with a gap of 4 to 8 months 
between successive auctions and the bids gradually 
came down and t'hese were not accepted being lower 

. than the reserve prices. The month of the auctions, 
quantities offered for disposal, reserve prices fixed 
and the highest bids received were as follows : 

Month of auction 

November 1981 

April 1982 

December 1982 

April 1983 

Quantity 
offered for 
disposal 

5,000 kgs. 

14,000 kgs. 

14,500 kgs. 

14,500 kgs. 

Reserve Hi!lhest 
price bias 

(per kg.) (per kg.) 

Rs. 28.10 Rs. 24.00 

Rs. 28.00 Rs. 23.20 
Rs. 24.82 Rs. 16.69 
Rs. 26 .20 Rs. 13. 10 

The highest bids 1)f November 1981 and April 
1982 were about 14.30 per cent and 17.14 per cent 
below the respective reserve prices and were acceptable 
under GM's power like the earlier two auctions as 
the store was accumulating and the value was coming 
down. The Minist'ry of Defence stated <December 
1985) that acceptance of the ·bids belqw the reserve 
price was not obligatory on the part of the GM/ 
auction supervising officer and they bad used their 
discretion. 

In November 1983 keeping in view fh e market 
price and the condition of the store the reserve priC\.: 
was refixed at Rs. 13 per kg. and the store ( 14,000 
kgs. plus fresh arising of 5 ,000 kgs. ) was agam 
auctioned. The highest bid was Rs. 11.05 per kg. 
and this time the bid was accepted under t'be GM's 
power and the store was d!sposed. 



The downward trend in the market price o f the 
store conti11ued during 1984 a nd 1985 and the fa'ctory 
sold 5,000 kgs. in July J984 ar Rs. 10.20 per kg . 
and equal quant ity . in January 1985 a t Rs. 10.64 
per kg. The failure of the factory to timely assess 
the downward trend Cro m 198 I and to accq~t the 
highest bids of April J 982 co nsidering s uch trend , 
involved a loss of R s. 1.70 lakhs in .t'hc disposal of 
14,000 kgs. of tbc store. 

13 ( ii) lnfructuous <'XpPndi:ure 011 111an11f acture of 
components 

F a'ctory 'A ' was producin~ an armoured vehicle 
from 1965. T he aircleaner. assembly for the engine 
of the vehide was being obtained from trade. Although 
the trade source wa s ade,1uare, the facto ry took up 
manufacture of 100 aircleaners in May 197,6 o n 
development basis. The Additional Director G eneral 
Ordnance Factories Armoured Vehicles ( ADGOF A V) 
sta ted ( October l986) that the manufacture was 
initiated ro attain self ~ufficiency In addition to develop
ing trade sources. 

When mam1facturc of the ai rcleaner was taken up, 
probable cost of manufacture was not worked out to· 
sec whether it would be economical. Against the 
financial power of the General Manager(GM) for 
R s. 5 lak.hs on developmenr works, R s. 5.90 lakhs 
were spent by the factory on manufacture of the item 
till 1978 and tbe work was thereafter suspended in 
June 1978. T he reasons attr ibuted by the fact'ory 
for discontinuance of mapufacture were as follows : 

extra capacity was not crea ted for manufac
ture of the item ; 

adequate test ing faci lities were 11ot avail 1ble; 
and 

creation of testinO' 
" 

faci lity was not 
economical. 

ADGOF AV stated · in October 1986 that no 
schedule to work out the ccsr of the item was avai lable 
as the item was a regular bought out one. Only a 
provisional material estimate was prepared and no . 
.labour estimate could he prepared due re absence of 
cost schedule. He furthr r stated that as no estimate 
for the item was prepared, it could not be ascerrained 
whether the cost of manufacture would exceed the 
financial powers of the GM. 

Out of the uafinisbcct components worth R s. 5.90 
Iakhs, componenrs valuing R s. 5.53 ·lakhs were st ill 
lymg in the factory at the end of Sep tember 1986. 
The ADGOFAV stated that efforts were being made 
to offer -certain items to rrade as well as to Anny 

18 

and that the loss would be written off on completion 
o f disposal of the items. 'r 

The case was r eferred to the Ministry of Defent:e 
in July 1986 whose comments were yet to he re::eived 
( ovember 1986). 

13 ( iii) . l nfructuous expenditure in the 111an11facture 
of an ammunition 

Jn order to avoid hold up in production of ammuni
tion due ro shortage of components and delay 

· in clearance of the components in proof test by 
the Inspectorate, the Ordnance Facwry Board ( OFB) 
directed in August 1983 that afrer considering the 
past performance of the components the filling 
factories could advise the feeder factories to supply 
the components m anricipation of clearance in proof 
test. The procedure was, however, being followed by 
some feeder and filling factories even earlier than 
August 1983. 

Durmg 1980-81 to 1983-84, factory 'A' product>d 
and supplied 12.33 lakh£ numbers of an ammur1ition ' . to an Ordnance depot pending proof clearance of 

· empty and fille.d fuzes and tho3e ammunition were 
handed separately in the depot. F actory 'A' received 
the empty fuzes for th.! ammunition from factory 'B', 
factory 'C', factory 'D ' and trade. 

Out of the bonded am munition in the ordnance 
depot, 34,894 numbers (cost: R s. 1.24 crores) were 
rejected afte r proof during 1980-81 to 1983-84. 
Accord ing to OFB ( October 1986) the ammunition 
was rejected due to fa ilure of filJed fuzes fitted to 
rhe ammunition. A :; these rejected ammunition were 
not suitable even fo r training/practice purposes and 
the various components viz. primary cartridges and 
augmenting charges bad o utlived 50 per c·ent of their 
lives, the Army authorities d irected the OFB in M arch 
1985 that either factory 'A' should repair these 
ammunition forthwith in the ordnance depot and get 
them cleared by the Inspectorate or it sh0uld take 
back the ammunWon under i t~ own arrangement. 

F actory 'A' repaired 34,809 numbers of the 
defective ammunition d uring September to December 
1985 by replacing the fuzc~. The cost of the new 
fuzes was about Rs. 34.81 lakhs. The infrucruous 
expenditure on account of the cost of the defective 
fuzes, thei r filling, assembling, and removing is yet to 
be worked ou t (Novemb<?r 1986) . The transporta
t ion charges of the ammunit ion fit ted wi th the 
defective fuzes from factory ' A' to the depot and back 
were R s. 1.25 lakhs. 

) 

~· 
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OFB sta ted (November 1986) that factory 'A' 
constituted an invesrigation board to investigate the 
cause of fail ure of the ammunition/fuzes. In•1estiga
tion Board's report is yet to be finalised (Ncvcmber 
1986). 

T he case was referred to the Ministry in . June 
1986, but !'heir reply was sti.11 awaited (November 
1986). 

13 (iv). Loss due to non-observance of procedure 

Factory 'A ' had been purchasing forgings am..l 
castings for vehicle components from trade from 
1970-7l / 1971-72. According to the contracts the 
firms were required tu repiace free of cost the stores 
if these were found defective d~uing machining in the 
factory. 

For the proper accounting and watching of free re
placements, the General Manager of the factory ius
trucrcd in March 1974 that : 

the rejections should be noted by the produc
tion shops in the registers item wise; 

cumulative quantity rejected in each month 
should be enter"d in• rejection form to be 
[orwarded to Accounts Office alongwith 
others; 

the rejected stores should be returned to 
stock alongwith rejection forms for account
ing in shadow bin card and watching re
placements; 

only or; receipt of replacements, the rejec t·· 
ed stores should be returned to the firms; 
and 

if the rejections were not replacC'CI by the 
firms, the cost shoold be recovered from the 
bills of the firms against other orders. 

It was observed in audit (May 1981) that due to 
non-adherence to the prescribed procedure and im
proper maintenance of the documents the cases await
ing replacements or recoveries from the firms were 
not ascertainable. The Accounts Officer of factory 
'A' also stated (August 1981) that the free rep!ace
ment orders (FROs) were not being sent to him by 
the factory regularly and that the few FROs which 
were sent to him, did 1rot contain any material in
formation to watch the replacements. H owever, the 
factory intimated (February 1983) to the Ordnance 
Factory Board ( OFB ) that the relevant instructions 
were being followed from 1974 onwards, that as far 
as possible adjustments/rttovcries had been eITected 
from the suppl ies and tha t ad justment/ recoveries from 
12 firms totalling R s. 6.68 lakhs could not be cftcctcd 
si_ncc the firms had stopped ~upplics. 
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ln J•'Jlle 1983 OFB set up a Board of Inquiry (Bl) 
to investigate the case. The terms of refer~nce inter 
alia provided the· following : 

to de termine h ow far concerned section'S 
had complied with the instructions pres
cribed in March 1974 Ior the purpose of 
accounting and watching progress on secur
ing free replacements of the rejected cast
ings/ forgin•gs supplied by the trade tirms, 

to de termine. the causes and circumstances 
leading to the failure, if any, in complying 
with the instructions, and 

to find out the quantum of rejected cast
ings/ forgi o•gs (firm-wise) with value agair1st 
the various s.upply orders placed on trade 
firms (or which supplies were n :ceived 
during April 1974 to February 1983 and no 
recovery /only partial recovery could be 
effected and why the factory had failed to 
regularise these cases through replacements/ 
recoveries. 

According to OFB's in~lructions (June 1983) the 
Bl were required to submit findings by· 30th Septem
ber 1983. OFB in'timated (Ncwmber 1986) that the 
Bl had since submitted its report and OFB had 
advised the factory (i ) to initiate a rbitration proceed
ings .aga inst defaul ting suppliers; (ti) to. preµa re loss 
statements where the firms were not exisiing and 
(i ii) lo evolve a fool proof system to properly acco.•.mt 
for and centra1ly mon•itor the FRO rejections till re
placements arc rcceived/ recovcnes are effected. 

T he case reveal that : 

Although instructions were issued by fac
tory 'A ' in March 1974 for proper account
ing and watching of free replacements of 
defective stores supplied by the firms, such 
instruc tions were not bein•g followed hy the 
factory properly even in 1981. 

Due ·to non-adherence to the prescribf'd pro
cedure and improper documenta tion, the 
cases await ing replacement of defective 
stores or recoveries therefor were not as
certa in•ablc. 

Due to improper maintenance of the docu
ments, R s. 6.68 lakhs could not be rccov~r

ed from 12 firms. 

The case was refe rred lo the Minislry in June 1986 
l;.:1t Ministry's comments were yet to be received 
( ovcmber 1986) . 



14. Production loss 

(i) Non-utilisation/ Par:iat utilisation of a Nitric Acid 
Plant and resultant loss 

In paragraph 8 of lhe Report of the Comptroller 
and Auditor General of India, Union Government 
(Defe~ce Services) for 1978-79 it was mentioned 
that : 

due to delay of over 4 years to commission 
a new nitric acid plant (cost : Rs. 63.28 
lakbs) a factory continued to use two old 
plants to produce weak nitric acid and in- · 
curred an e_xtra expenditure of R s. 11 .67 
lakhs during 1972-73 to 1975-76 due lo 
higher consumption of ammonia; 

due to breakdown• or the new plant in July 
and December 1976 and a major break-
down of its compressor unit in Octobe1: 
1977, only 6,533 tonnes of weak nitric 
acid were produced io the plant in 3 years 
during 1976-77 to 1978-79 against the in•s
taUed capacity of 5,280 tonnes per annum; 
and 

due to shortfall in production the factory had 
to procure weak and strong nitric acid 
costing Rs. 196.44 Jakbs from trade during 
January 1976 to February 1979 to med 
its requirements. 

The under .:.itilisation of capacity of the new plant 
continued after l 978-79 also and the factory 'pro
duced only 1920, 2S45 and 460 tonnes of weak 
aiitric acid during 1979-80, 1980-81 and 1981-82 
( upto May 1981) respectively. According to the fac
tory (September 1978) the original capac_ity of the 
plant was restricted to 3,960 tonnes per annum 
(75 per cent of the capacity) due to operational 
defects associated with the motor of the air compres
mr. While the plant capacity was remaining largely 
under utilised even with referen'Ce to the restricted 
capacity, 545 tonnes of weak nitric acid (cost : 
R s. 8.32 lakhs) were obtained from factory 'A' and 
1,550 tonnes (cost : R s. 25.89 lakhs) were ordered 
on trade during 1979-80 to 1980-81. From June 1981 
there was no production of nitric acid in the plant as 
its aircornpressor suffered (June 198 1) a major 
damage due to breakdown of its rotor. The factory 

. stated (Nove mber 1981) that the breakdown was 
"apparently on account of the mechanical fatigue re
sulting from the inherent high speed of the compres
sor". 

In response to a tertdcr enquiry (July 1981) of the 
factory quotations were received from the fort'.ign 
supplier of the plant (July .to November 1981) for 
repair of the damaged rotor at DM 96,820 (Rs. 3.26 
lakhs), supply of a new rotor at DM 2,55,330 
(Rs. 9.50 lakhs) and supervision of erection of either 
of them at DM 13,580 (Rs. 0.55 lakb). T he factory, 
however, decided (November 1981) to purchase 
new rotor in preference to repair of the damaged one 
on the followin•g considerations : · 

(i) T he durability of ~he repaired rotor would 
be less. 

(ii) The repair of the damaged ro tor would 
take n:.iore lime than the procurement of a 
new rotor. 

(iii) The functioning of a new rotor would be 
smoother and trouble free; and 

(iv) In case of repair, the firm bad given guaran
tee only for the irew parts to be supplied 
and ~here might be difficulty to pin point the 
causes of defects, if any, in future which 
might lead to complications from guarantee 
aspect. 

Accordingly, for purchase of a new rotor the fac
tory placed a demand on tbc Ordnance Factory 
Board (OFB) in• November 1981 and later, on the 
directives of the OFB (May 1982), an operational 
indent was placed (June 1982) on the Supply Wing 
of .an Indian Mission abroad (SW) for a new rotor 
assembly with modified impellers of welded construc
tion in'Stead of original design of rivettcd impellers 
which was found_ damaged due to mechanical fatigue. 
The SW conCluded a contract with the foreign firm 
for the supply of the rotor at a cost of DM 3.69.180 
(Rs. 13.74 lakhs). 

Jn the SW contract :he supervision of erection ·of 
the rotor and recommissioning of the nitric acid plant 
was not provided though it was ask~d for in :be' fac
tory's indent. The contract was, therefore, amended 
in October 1984 to provide these services on payment 
of mobilisation fee (DM 1030) erecti0n• fee (DM 105 
per hour) , daily allowance (DM 77 per calender day) 
with free accommodation and economy class air 
ticket for to and fro J ourney. Certain additional parts 
worth DM 60.000 (Rs. 2.23 Jakhs) , which the firm 
considered to be inescapable for erection and com
mission'ing, were also simultaneously included in the 
contract and the delivery schedule of the rotor was 
rcfixcd from D ecember 1983 to Septymber 1985. The 

-.,.-

firm shipped the rotor !n February 1986 which w~s ~ '< 

received" in the facto ry in J unc 1986 and commission-
ed in August 1986. · 



Me;:i.nwhile, the two old plan ts were revamped 
,- dm·ing 1981 / 19.82 a t a cost of R s. 9 .52 lakhs to work 

as standby. When the 1rew plant remained out of 
operation from June 1981, during 1981-82 to 1984-85 
the ~actory produced 7 ,825 tonnes ot weak nitric acid 
(c0st : Rs. 312.34 lakhs) in the old plant, obtained 
7 l 9 tonnes (cost : R s. 21.0 1 la;ch?) from fac tory 
·A' and ordered 4,670 tonnes (cost : Rs. 9 1.20 Iak lls) 
on trade. Additional expenditure of Rs. 47.98 lakhs 
was incurred in the production of 7,825 tonnes due 
lo excess consumption of ammonia in the old plant 
as compared to the stabilised const!mtpion (325 kgs. 
per tonne) in the new plant. 

As compared to the prevailing t rade cost also, the 
factory's cost of weak ni tric acid was high from 
1982-83. While the estim:ited cost of manufacture was 

,_ . Rs. 872 per tonne in J 978 against the landed . cost 
of R s. 1,473 per ton11•e for weak nitric acid procured 
from trade, the difference gradually disappeared and 
with reference to the t rade case a n extra expenditure 
of Rs. 37.17 lakhs was involved in the pwduction of 
weak nitric acid during 1982 ·83 to 1984-85 in the 
old plant. According to the factory (March 1986) , 
to meet the requiremen'ts for manufacture of ammo
nium. nitra te of,, explosive grade, it was necessary to 
produce special quality of weak nitric acid in fac
tory's p lant under special process with the help of a 
bleacher to minimise nit rous acid. During 1982-83 to 
1984-85, out of the producpon of 6,205 tonnes the 
factory, however , had used only abou t 1,102.59 
to n-nes of weak nitric acid in the manufactme of 
ammonium ni trate and tbe balance was used in the 
manufacture of other explosives not requiri:1g special 
type of nitric acid. 

A pa rt of the weak nitric acid is processed further 
in a nitric acid concentration' plant to get strong 
nitric acid. The production acbi.eved in a new con
centrativn plant of two units ( capacity : 15 tonn·es 
per day in each unit), costing Rs. 11 6.94 lakhs and 
commissioned in August 1981 was only 4,260 tonnes 
of stror,g niti:ic acid during 1981-82 to 1984-85. The 
denciencies were met by obtaining 3,670 tonnes 
(cost : R s. 141.89 lakhs ) Crom trade and 791 tonnes 
from factory 'A ' (.cost : R s, 62.89 lakhs) . According 
to M inistry of Defence (N .,vember 1986) dependance 
on trade for procurement of strong nit r ic acid would 
always exist· as the total requirements of weak ~· n d 

strong ni t ric acid of the factory to meet the production 
targets were much higher and cquld not be met from 
the captive capacity of the new ni tric acid plant and 
the nitric acid co ocen·t ration plant. T hey fu rther 
added that in the prospective pl anning done under · 
modernisation of TNT pla nt project, the High L evel 

21 

Committee decided that the factory should procure 
strong n itric acid from a Public Sector Undertakin•g 
and the Committee ruled out any n~ajor ·::apital in
ves~men t in the factory .for manufaclure oE strong 
nitric .:icicl . The facr, however, remains that during 
1981-82 to 1984-85, r.he factory had purchased weak 
a nd stron'g nitric acid clue to <.mder / non··u tilisation of 
its capacity installed with huge capilal investment. 

T he case reveals the fo llowing : 

(i) 5,225 tonnes of weak nitric acid were pro
duced in the new plant during 1979-80 . to 
1981-82 ( upto May 1981) against the ins
talled capacity of 5,280 tonnes per annum. 

(ii) . While the plant capacity was under-utilised, 
1,550 tonnes of weak nitric acid were 
ordered on trade and 545 tonnes were ob
tained from factory 'A ' during 1979-80 to 
1980-81 at a total cost of Rs. 34.21 lakhs. 

( iii) After the breakdown of the new plant in! 
June 1981, contract was concluded after 2 
years in June 1983 for supply of a new 
rotor for the a ir compressor ; the cont rac t 
was amended in October 1984 to provide 
the supervision of e recti on of t~e rotor and 
recommissioning of the plant. T he rotor was 
received in the factory in June 1986 and the 
plant was recommissioned in J\.'Jgust 1986. 

(iv) Due to the breakd0wn of the new plan't, 
7,825 tonnes of weak nitric acid were pro
duced in the factory io the old ptant during 
L 98 1-82 to 1984-85 e:1lailing additional ex
pend iture of Rs. 47 .98 lakhs due to excess 
consumptiOn of -ammonia; further 4,884.1 6 
ton;ies were obtained ' from trade and fac
tory 'A' (total cost : R s. 102.57 lakhs) dur
ing the period. 

( v) T he cost of facto ry produced acid in ~he 

old plant during 1982-83 · to 1984-85 
(6,2.05 tonnes) was higher by R s. 37.17 
lakhs than t he prevail ing market price. 

(vi ) T he new plant for production of s trong 
nitric acid (cost :. R'>. 116.94 lakhs) re
mained under-utilised and 3,670 tonnes of 
strong nitr ic acid (cost : Rs. 141 .89 lakhs) 
were proc ured from . trade and 79 1 tonnes 
(cost : R s. 62.89 lakhs) from factory 'A' 
durin•g 1981-82 to 1984-85. 

14 ( ii ) Ma1111fact 11re of defective f11zes in a factory 

F actory '.K ' was producing a fuze for il n ammuni
tion from August 1965. During 1977 ~o August 1983 



twelve manufacturing warrants were issued for pro
duction of 9,44,402 fuzes. Against 6 manufacwring 
warrants 5,45,725 fuzes were produced and all passed 
irl proof test. Against the other 6 warrants, 3,98,677 
fuzes were produced during November 1977 to August 

Warrant number and date of issue 

000 10/14-11- 1977 

00020/29-12-J 977 

00.350/29-6-1980 

00360/26-12-l 980 

00370/9-7-J 981 . 

00390/28-8-J 983 

Although heavy rejections occurred b om 1977, the 
General Manager of facto ry 'K' set up a committee 
on ly in• April 1981 to investiga te the causes of rejec
t ions of 73,149 fuzes (cost : R s. 40. 70 lakhs) against 
the four warrants issued till 1980. T he committee 
could not conclusively pinpoint the exact causes of 
' the fai lure but it observed (July 1981) that the prob
able cau$c was mainiy due to swell ing of the rotor. 
The committee recommended ( July 1981) tha t the 
rotor material (alzen bar) shoold be thoroughly stu
died metallurgically and alternate material should be 
n'Oted; bu111 idity condition in the shop should be im
proved; any complaint of defective. component should 
be attended promptly and immediate action should 
be tak~n to investigate failures. It was observed in 
audit that alzen bar was being used for rotor from 
1965 a nd its use was continued even after 1981 when 
there was no appreciable rejections o f the fuze. H ow 
!he material could suddenly be the ca~Jse for heavy 
rejections during 1977 to 1980 against only a few of 
the warrants running during the period was n·ot investi
gated by the commiuee. Ordnance Faclory Boord 
stated (Ociober l986), the alzen ba r had a tendency 
to swell and !be swelling m:cnrred due to accumula
tion of empty fuzes and componcn'ts from 1977 and 
their exposure to atmosphere . They further added 
that accumulation o r fuzes a nd component oc..c..urr~cl 
due to scaling down the production of end sto re . 

The rejected lots of the fuzes valuing R s. 48.46 
(akhs had no t been repa ired or ret rieved due to risk 
involved in' their breakdown. The defici ent quanti
ties were . met by fresh manufacture uf the fuzes 
against replacement orders. 

1983 of which 87,113 (cost : R s. 48.46 lakhs appro
xima tely) failed (November 1977 to February 1984) 
in proof tes t. The quantity produced against each of 
these warrants, quantity rejected and percentaoe of . . . ~ 

rejections 1n proof were as follows . 

Quantity Quantity 
produced rejected 

(Numbers) (Numbers) 

I 0,000 6, 148 

10,000 5,475 

J ,00,000 15,801 

l ,00,000 45,725 

J,00,000 9,976 

78,677 3,988 

Percen tage Date o f rejection 
of 

rejection 

6 1.48 N ovember 1977 to 
to July 1982 

54 .75 D ecember 1977 
to July 1982 

15.80 June 1980 to 
July 1982 · 

45 .72 December 1980 
to Ju ly 1982 

9 .97 January J 982 . 
to August 1982 

5. 07 September 1983 
to February J 984 

The case reveals t~e following aspects : 

(i) -Of 3,98,677 fuzes manufactured by factory 
'K' during November 1977 to March 1984, 
87,113 fuzes (co5t : Rs. 48.46 lakhs) were · 
rejected. 

(ii) Although rejection fi rst occurred in Novem
ber 1977, factory set up a committee only· in 
April 1981 to investigate the causes of re
jection. The Committet: did not pm-point 
exact causes of fail ure of the fuzes. 

(iii) The rejected fuzes (cost : Rs. 48.46 Jakhs) 
cc~Jld not be repaired/ retrieved all'd the de
ficient quantity of fuzes was met by freosh 
manufacture. 

The case was referred to the Ministry of D efence 
fn July 1986 but their reply was still awaited (Novem
ber .1986). 

15. Purch!tse of a defecitve splwrk:d milling machine 

The Director General, Ordnance Factones, placed in 
Novembe r I 978 an indent on the , Director General, 
Supplies ·and Disposal (DGSD) for a special p'u;.pose 
spherical milling machine for factory 'A' t<> manufac
ture block holders for relescopic items. The indent 
provided that tooled up mach ine slw uld be s1~ppl ied 
and that the mach ine sh~_ild be proved bef<;>rc accep
tance at the maker's works with factory's materials 
o r wi th mat erials to factory's specification. 

As suitab'.c offers were no t received from t rade, 
the DGSD sen·! in Februa ry 1980 th e indent tv Supply 
Wing of an Indian Mission abroad (SW). O f the 

.... 
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offers of firm 'X', 'Y' and 'Z' forwrird ed by the .SW, 
the offer of firm 'Z' was recommended in October 
J 981 by faclory 'A' and lhc Ordnance Factory Board 
( OFB) for acceptance subject to approval of detai led 
design of the machine by the facto ry .and satisfactory 
production• of end products in it. 

T he SW concluded a contract with firm 'Z' in Octo
ber 1981 fo r supply of the machine ~ith two years' 
spares at a cost of £ 36.750 (R s. 6,28 lakhs). T he 
contract stipulated inspection of the machine by the 
SW at the firm 's premises before despatch, but trial 
of the machine with the factory's materials or with 
materials to the factory's specification was. not provi
ded. Nor was supply of suitable tools appropriate to 
th e materials to be operated provided initially. On 
these being pointed out b y the OFB in December 
198 I the SW made a provision in the contract in 
October 1982 for trial ran of the machfoe, in the 
presence of the SW Inspectors, with facto ry supplieu 
blanks for block holders and despatch of the machine 
after acceptance of the machin·ed blocks by the facto ry. 
A separa te contract for the toolings was concluded 
.with the same firm in May 1983 at a cost of £ 3220 
(R s. 0.58 Jakh). 

T he factory approved the desigr. detail> of the 
machine in M arch 1982. The blank.; for rhe block 
holders were airlifted to the firm in September 1982. 
After inspection of the machined blocks received from 
the firm in February J 983, the factory intimated 
(April 1983) the SW and the fi rm that the measure
ments of the machined blocks were differing from those 
given by· the firm . However, as the firm was pressing 
fo r payment due to financial d ifficulties, without fur
ther t rial or settlement of the dispute, the OFB agrel!LI 
in June 1983 to accept supply of the machine subject 
to withholdin·g of 5 p er cent of the cost till its satis
facto ry commissioning in the factory with the assis
tance of the firm free of cosr. The machine was des
patched to the factory in July 1983 and 95 pe:· cent 
of the cost i.e. £ 34,854 ( R s. 5.77 lakhs) was pa id 
to the firm in 1983. T he rnolings were despatched by 
the firm to the facto ry in October 1983. 

T he machine and the toolings (total cost Rs. 12.03 
lakhs in'Cluding C ustoms d·uties, Transit Insurance, Sea 
freight and R ailway freigh t) were. received in the. fac
tory dur ing October 1983 to December 1983. After 
the machine was installed in November 1983 its cutter . 
spindle motor was found to be defective. Although the 
detailed design particulars were earlier received, scru
t inised and approved by th\! factory before the machine 
was supp!ied, the firm was asked in D ece mber 1983 
to supply deta iled electronic circui t diagram of ·the 
macl1 in•e for investigating the de-feet. The firm was 
also requested (Ja nuary 1984) to depute ils engineers 
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fo r sntb facto ry commis ioning of the machine. B.ut 
tbc firm went into liquidation in February · 1984. 
Despite OFB's instructions (February 1985) that fur
ther· payment for lhe machine should n•ot be re.leased 
t ill its successf.ul comm1ss1oning, the SW paid 
£ 4224.50 to the liquidatcr in April 1985 against the 
contracts for the machine and the tooling. Incom
p!etc drawings were sent to the factory by the liquida
tor in April 1985. Ti ll March 1986 the complete 
d~awings were not received. Nor was any engineer 
deputed by the liq.:Jidato r to commission the machine. 

The case reveals that : 

( i) Though after inspection the performance of 
the machine was :.:onsidered uiYsatisfactory 
the OFB agreed to its despa tch and paid 
95 per cent of the cost in contravention of the 
prov1s1on in the contract a nd inspite of 
kn'owing that the fina ncial position of the 
firm was no t <;ound. 

( ii ) D efects noticed 0 11 installation of the machine 
in the factory, couid not be rectified as the 
firm went into liq.:.1 idation after receiving 95 
per cent payment towards supply of the 
machine. 

( iii ) The SW paid £ 4,224.50 to the liquidator 
despite OFB's instruction that further pay
ment should n'Ot be made for the machine 
t ill its successful commissioning. 

( iv) Payment for only £ 832.85 now stands 
withheld but as the liquidator had not de
puted engineers to rectify the defects in the 
machine and commission ·:t, the machine and 
its toolings (tot'.ll cost : R s. 12.03 lakhs) 
a re lying unused in• the factory for more than 
2 years since receipt and meanwhile, the 
warranty period had also .:xpired (October 
1984) . 

The case was referred to the Ministry of Defence in 
July 1986 and their reply was still awaited ( October 
1986) . 

16. Delay in planning, implementation ancl achieving 
objects of a project 

Planning : 

Factories 'A' and 'B' set up during the second world 
war are supplying non-ferro'us materials for other fac
torie~ . Due to gradually diminis~iPg Putput on accouut 
of use of old and outmoded plant the two factories 
could not meet from L974-75 onwards the enhanced 
requirements of strips for small arms ammunition 
(SAA) and quick fi ring ammunition (QFA) and th e 



deficiencies were being made good by import/ trade 
purchases at higher cost. The Director General Ord
nance Factories (DGOF) , therefore, submitted a pro
ject report to the Ministry of Defence, Depa rtment of 
Defence Prodluction (Ministry) in June 1976 to moder
nise and augment the melting and strip making capa
cities in the two factories at a total cost of Rs. 19 
crores including foreign ¢XChange (FE) expenditure 
of Rs. 10.03 crores. When the project was under 
consideration of the Ministry. the DGOF proposed 
in December 1976 (as phase JA of the project) ins
tallation in factory 'A ' of 4 brass melting furnances 
(value Rs. 8.62 lakhs) imported in May 1970 :rnd 
lying unused. Mention about the non-e1.ilisation of these 
4 melting furn aces was made in the Audit Report , 
Defence Services for 1972-71 and the Mi nist ry in
formed the Public Accounts Committee that the instal
lation of the furnaces was !under consideration. DGOF's 
proposal (December 1976) envisaged that with the 
installation of the 4 melting furnaces along with hold
ing furnaces and continuous strip casting machines 
at factory 'A' at a cost of Rs. 3.50 crores, an annual 
production of 12,600 metric tons (MT) of cast strips 
( 8, 160 MT of finished strips) under m0t.Iern cast line 
process would be achieved which would cover the im
mediate gap in requirements and avoid import/trade 
purchases. In August 1978 the Ministry approved the 
execution of phase IA of the project at a cost of 
Rs. 3.95 crores (FE Rs. 1.65 crores) which was in
creased to Rs. 7.40 crores (FE R s. 3.63 crores) in 
September 1981. Phase I A of the project catered for 
melting, cas ting and milling of str ips but did not in
clude rolling, annealing and cupping facil ities. Phase 
lB of the project which covered modernisa tion and 
augmentation of the existing capacities (25,560 MTs) 
in factories 'A' and 'B' and provided cold 
rolling, annealing and cupping facilities in fac
tory 'A' was sanctioned by the Mini~try in 
February 1983 at a cost· of Rs. 33.83 crores (FE 
Rs. 14.23 crores). Phase 1B of the proicct envisaged 
an annual production Of 36,689 MT of brass ingots 
(32,547 MT of finished strips) , which. with phase l A, 
would cover the total requirements of 52,289 MT of 
ingots ( 41 ,547 MT of finished strips). Phase 1B was 
Planned' for completion in 4 years time (February 
1987). 

Implemen ta ti on 

Phase lA : 

The four melting furnace-> were insta lled in factory 
'A ' in February 1983 and put to use in May 1983. 
Other plant and equipments were ordered Q.luring 
September 1980 to February 1983, received during 
May 198 1 to May 1985 ::ind erected during June 1981 
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to February 1986. The civi l work<; were sanctioned 
in November 1979 and completed by September 1982 T- · 
The planned date of completion (J n0-81) of the 
pbase was revised from l'imc to time, due to delay 
in completion of civil works, ordering machines etc. 
and consequently the initial project cost of Rs. 3.95 
crores sancti.c1ned in August 1978 was revised to 
Rs. 7.40 crores in September 1981. 
Phase IB 

Civil Works for production shops in factory 'A' were 
sanctioned in Jun.e 1984 and tho'5e in factory 'B' in 
July 1984 and _March 1985. The expected dates of 
completion of the works were December 1986 in 
factory 'A ' and September 1987 in factory 'B' against 
planned dates of May 1985 and July/September 1985, 
Out of 56 machines req'uired by the two factories 
orders fo r Qnly two were placed (March 1986). Ac- --' 
cording to Ordnance F actory Board (OFB) lhe phase 
1B would be completed in March 1988 against 
February 1987 as planned. 
Aims and achievements 

In Phase lA besides an annual productio n of 
12,.600 MT of cast strips unde·r modern cast line pro
cess and reduction in trade purchases, the following 
objectives were envisaged : 

(i) quality production of a wide range of strip 
sizes at Jess cost to meet requirements for 
SAA cartridge cases; and 

(ii) -availability of the entire existing capacities 
in factories 'A' and 'B' for QFA cartridge 
cases. 

·Factory 'A' commenced production of cast strips 
for SAA cai:tridge cases from May 1983. Aga inst the 
instiilleo c apacity of 12,600 MTs per year of Cast 
Strips, the actual production, and percentage of capa 
city utilisation during · 1983-84 to 1985-86 were as 
under: 

Year Production Value or Capacity 
ach ieved production utilisation 
(in MTs) (in crores (percem) 

or rupees) 
- ---

1983-84 (from May 

1983) 31.50 7.86 20 .88 

1984-85 3745.00 13.67 29.72 
1985-86 4364.95 16 .32 35 

(approximately) 

It was observed (December 1985) in audit that 
the production figure for 1984-85 (3 ,745 MT) in
cluded 700 MT of can strips (cost · R~. 252.82 lak!-s ) 
which had been accounted fer in the production Jed
ger ca rd only during the subsequent year (August 



L985). For production of these 700 MT cast strips 
the virgin materials ( 106 MT copper valuing Rs. 44.35 
Jakbs and 49.07 MT zinc, valuing Rs. 13.33 Jakhs) 
and brass/ scraps (607.60 MT valuing Rs. 200.67 
lakhs) were charged off from stock in August 1985. 
Labour payments (Rs. 0.54 lakh) for the production 
had -also not been made so far (October 1986). Fur
ther, while the job cards reflected a production of 
238 MT on average per month during.April 1984 to 
February 1985, the total production during March 
1985, including the 700 MT, came to 1,122 Mt 
against the total available capacity of 1,050 MT in 
March 1985. According to the factory (December 
l 985) tbe Production was actuallv done durincr . • b 

l 984-85 but documentat:on was made belatedly. It 
was further clarified that the labour payment was not 
made for administrative rea~ons as the piece work profit 
exceeded the normal trend of profit· in the section 
(53 percent to 55 per cent) during March 1985. 
OFB stated ( October 1986) that the material ( 700 
MTs) was manufactured in 1984-85, but escaped 
actual weighment due to n~:m-availability of proper 
weighing facilit ies in the section which was then in 
the very initial stage of production. They further added 
that the case was a stray one. The fact, however 
remains that no labour payment wa.; made (Septembe; 
1986) , and relevant documents like Bin Cards for 
row materials, Stock verification sheets for raw mate
rials and finished products, semi-sta t~ment of the shop 
as on 31st March 1985, etc. do not show that the 
material (cosr : Rs. 252.82 lakhs) was manufactured 
in 1984-85. 

Due. to non-provision of facilitie.> for cold rolling, 
annealing and cupping of the cast strips in phase I A 
factory 'A' did these operations by utilisino- their old 
available capacities which were inadequat; for such 
down line processing and reduction of thickness of the 
strips from 6 mm to 4.2 mm. Consequently, the fac
tory had in stock 569.83 MT, J ,940.89 MT and 
3,373.75 MT of cast strips/ slabs at the end of 
1.983-84, l 984-85, and 1985-86 respectively. To estab
lish a trade source for down line processing, OFB 
placed two orders (December 1983 and November 
19~4) on a Public Sector Enterprise (PSE) for cold 
rollmg of 1 ~000 MT of factory produced cast strips 
of 6 mm thickness to 4.2 mm thickness at a cost of 
Rs. 4,200 per MT (for 200 MT) and Rs. 4,450 per 
MT (for 800 MT) but the PSE had not been able 
to establish required capacity (October 1986) . 

Mean':hile, d~ to delayed execution of phase lA, 
c~e gap m the requirements of brass strips was con
tmued to be covered by trade purchases. In paragraph 
17 (ii) of the Report of the Comptr01ler and Auditor 
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General of India, Union Government (Defence Ser
vices) for 1984-85 purchase of 1,208 MT of brass 
strips (cost : R s. 450.82 lakhs) by the factory from 
trade during 1982-83 and extra expenditure of 
Rs. 97 .02 lakhs in the production of brass blanks 
from these strips were mentioned. While the factory's 
strip making capacity under phase lA was largely 
w1derutilised (about 65 lo 79 per cent) from 1983-84 
and a considerable portion of the produced cast strips/ 
slabs was lying in stock,. orders were placed on trade 
during 1983-84 to 1985-86 fo r conversion of 10,610 
MT of factory supplied scraps into strips under 
conventional method of manufactures (by hol rolling 
followed by cold rolling) at a total cost of R s. 10 
crores. The conversion involved additional expendi
ture of Rs. 743.97 lakhs over factory 'A' 's cost of 
conversion. 

The envisaged plan was to utilise the strips produc
ed under cast line process in the manufacture of SAA 
cartridge cases and the strips produced under conven
tional method in the manufacture of QF A cartridge 
cases. However, the factory was producing brass cups 
for SAA cartrdige cases also from strips manufactured 
under conventional method and obtained from trade . . 

, for SAA cartridge cases also from strips manufactured 
duction by use of cast strips and strips manufactured 
under conventional method by the factory and trade 
during 1983-84 to 1985-86 was as under : 

SAA Year Actual cast 
Cups produced ou t of 

Strips pro- Strips 
produc- Strips (in duced under Obtained 
lion (in MD oconvcn- from trade 
(MT) tional 

method (in 
(in MT) 

MT) 

x 1983-84 2,053 20 2,033 
1984-85 2,370 634 1,736 
1985-86 2,701 1,Q78 1,520 103 

y 1983-84 J ,069 20 1,049 
1984-85 984 984 .. 
1985-86 1,038 55 748 235 

z 1983-84 195 195 
1984-85 196 196 
1985-86 220 220 

According to the OFB (March l 986) due to pro
duct mix and constraints in rolli ng capacity the SAA 
cups were continued to be produced out of strips 
manufactured under conventional method . 

The case reveals the following : 

(i) Due to piecemeal and delayed approval of 
the project, the estimated cost increased 
from Rs. 19 crores to Rs. 41.23 crores. 



(ii) Due to non-provision of tbe facilities in phase 
I A of the project for down li ne processing 
of cast strips, the capacity utilisation was 
only 20.88 per cent to 35 per cent during 
1983-84 to 1985-86 ,rncl 3,373.75 MT of 
cast strips/ slabs were lying in stock at the 
end of March 1986. 

(iii) Al though the bin cards indicated drawals of 
raw materials only in August 198:5 and there 
was no labour payment, 700 MT of cast 
strips bad been accounted for as produced 
during 1984-85 out of these raw materials. 

(iv) While the capacity under Phase lA was lying 
considerably underuti!jsed, trade assistance 
was being taken for conversion of scraps into 
strips at high cost, involving extra expendi
ture of Rs. 743.97 lakhs. 

The case was referred to the Ministry of Defence 
1n July 1986 and their comments were still awaited 
(November 1986). 

17. Unsatisfactory provisioning of st~rcs 

Factory 'A ' was producing shells for an ammunition 
from 1976-77 for which stores 'X' and ·y • were re
quired. The reqwrements for the stores were met 
mainly by import and suppli ~-; from a sister factory. 
In May 1980 for the first time 3 orders were placed 
on indigenous firms for supply of 87 tonnes of the 
stores but the supplies were not established till August 
1981. 

The Ordnance Factory Board ( OFB) intimated 
(May 1980) factory 'A' the following production pro
gramme for shells during 1980-81 to L983-84: 

1980-81-20,000 numbers 
1981-82-24,000 numbers 
1982-83-36,000 numbers 
1983-84-60,000 numbers 

To meet the production target the factory required 
40.50 tonnes of store 'X' and 66 tonnes of store 'Y' . 
The prov isioning pruce~ure stipnlat~1 that indents for 
imported stores might be placed 36 months in advance 
of the period of utilisation which would be 12 months. 
Jt was also stipulated that l 2 months requirements 
might be stocked at a time. Although the indigenous 
c;ources were yet to come up, the factory placed a 
demand on the OFB only in March 1981 for import 
of 106.50 tonnes of the two varieties of stores (e~ti

mated cost : Rs. 73.75 lakhs) to fulfil production tar
gers upto December 1983 when the stock of store 'X' 
(3.4 tonnes) was sufficient for 2 months and that ot 
'Y' (8 tonnes) for 4 months. The dues in (store 
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-X' : 52.417 tonnes and store 'Y' : 59.21 tonnes) 
wer~ mainly from the indigenous sources (store 'X' : 
40 tonnes and store 'Y' : 47 tonnes). The balance of 
the dues in (store ·x- : 12.4 L 7 tonnes and store 'Y'. · 
12.210 tonnes) was from the siste( factory and foreign 
fir m 'P' on whom orders were placed in May 1978 and 
September 1979 respectively. 

When the import proposal was sent by the OFB 
to the Fi1rnncc Division in April 1981 the Finance 
Division had enquired in May 1981 ( i) about the 
prospect of supplies against the outstanding ord~rs, 
(ii) how the ·requirements in the absence of receipts 
were met, and (ili) basis of estimated cost etc. Al
though the information was of a mi110r nature, the 
same was furnished to the Finance Divi ion onlj' in 
August 1981. To another query of Finance Division 
rega~ding DGTD's clearance only an interim reply w~s 
furnished. OFB stated (November 1986) that their 
reply was delayed due to non-receipt of DGTD's clear
ance and that Finance Division concurred in the import 
(18th September 1981) only on receipt vf DGTD's 

. clearance (29th August 1981). However, stores not 
being banned items, DGTD's clearance was not neces
sary. 

Meanwhile, even before the proposal was concurred 
by the Finance Division, the OFB invited tender on 
lst May 198 1 from foreign firm 'P' on single tender 
basis for supply of 26 tonn e'> of the two varieties ( 11 
tonnes of store 'X' and 1 S tonne<; of store 'Y') t~f 
stores in view of the urgency of requirements and to 
meet the shortfall in targetted requirements for 1981-
82. The stores were, however, not proprietary items. 
Under OFB's financial powers regarrnng foreign ex
change expenditure the order was placed on the firm 
after 5 months in October 1981 for 10 tonnes of the 
first variety (cost : DM 18,446.9 l per tonne) and 
14 tonnes of the second variety (ccst : DM 18,287.35 
per tonne) at a total cost of DM 440,491.72 
(Rs. 16.30 lakhs) to be supplied during April to July 
J 982. Due to deviation in specification, the w tal cost 
was subsequently (May 1982) reduced to DM 
430, 140.17 (Rs. 15.92 lakhs) . 

After placement of the order on foreign firm •p· 
OFB approached (October 198 l ) the Ministry of 
Defence Department of Defence Production (Ministry) 
for release of foreign exchange (Rs. 85.37 lakhs) for 
importation of the balance quantity (82.50 topnes) of 
the stores. Foreign exchange (Rs. 66.44 lakhs) was 
released in April 1982 on condition tliat after inviting 
global tenders by the Supply Wing of an Indian Mis
sion abroad (SW), the lowest suitable a lfer should 
be accepted. Within the foreign exchange sanctioned, 
OFB placed an indent fo r 24.5 tonnes of store 'X' 
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and 25.5 tonnes of store ' Y' on the SW in July 1982 
who concluded a contract in D ecember 1982 with firm 
'Q ' for the stores at a much cheaper rate of DM 9,750 
per tonne for each variety to be supplied within 18 
weeks from the date of receipt of the orders. The 
placing of the order on firm 'P' earlier in October 
1981 on -single-tender-basis thus involved an extra 
expenditure of R s. 7 .26 lakbs as compared to the 
price of firm 'Q ' . OFB stated (November 1986) that 
as normal procurement chrough the SW would have 
involved more time, direcc procurement of smaller 
quantity was made to meet short term need and that 
there would have b~en substantial production loss if 
the procurement was not made. The fact, hov.ever, 
remained that this situation cou ld have been avoided 
had provisioning action been taken in time. 

Against the two orders (October 1981 and D ecember 
1982), firm 'P' tendered the stores for inspection to 
the SW in April 1982 and firm 'Q' in April to June 
1983·. After inspection, factory 'A' received the stores 
of firm 'P ' during D ecember 1982 and of firm 'Q' 
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dw-ing D ecember 1~83. 111ese were used during 
1983-84 and 1984-85. Due to delayed provisioning 
of the stores there was shortfall in the Production of 
the shells to the extent of 56,532 numbers (cost : 
about R s. 662.33 lakhs) during 1980-

0

81 to 1983-84. 

7 
The OFB stated (November 1986) that rhe sbortfall 
in production was not only due to delayed receipt of 
materials but also due to non-positioning of mach ines. 

Following points emerge: 

(i) 11Jere was delay in provisioning of the stores 
contributing to .shortfall in prod~1ction of 
shells valuing R s. 662.33 lakhs. 

(ii) The placing of the order on firm 'P' on single
tender-basis at higher cost was necessitated 
by delay in provisioning action and this in
volved an avoidable expenditure of Rs. 7.26 
lakbs. 

The case was referred to the Ministry in August 
1986 but their reply was still awaited (November 
1986) . 



CHAPTER 4 

WORKS AND ~ILITARY ENGINEER SERVICES 

18. Short rcco\•c1·y of electricity charges at a station 
In December 1969, Chief Engineer of Command 

'X ' and Secretary 'Y ' of rhe Defence Services Welfare 
Fund entered into an agreement, effective retrospec
ti oJely from 3rd November 1%7, for supply of dec
tric energy to D'efencc Services Officers' Institute (In
stitute) at Station 'Z'. The consumption of electric 
energy under the agreement as n:corded by the meter
ing equipment was to be billed in a:ccordance with the 
all-in-cost ra~e pa unit rnp~lied for the previous fin
ancial year which was tc be rcvisrd cv('ry year by the: 
supplier. 

During the course of <tudit it wa~ uoticed in May 
1985 th;t although the all-!n -cost rates during the 
yt'ars 196<:-69 to 1983-84 ranged htwecn 31.90 paise 
and 93 paise per unit, the Barrack Stores Officer 
(BSO) responsible for billing had billed for the elec
tric energy supplied during September 1975 (from 
which month consumptiofl d~t~ils ~re available) to 
M arch 1985 at a rate of l 7.S3 paise per unit. The in
correct billing resulted in shorHct:overy of electric 
cha rges a :nounting to Rs. 15.23 lakhs for the period 
September 1975 to March 1985. This amounC would 
furth er go up if short recov..:ry for the per~od from 
Novc:m ber 1967 to August 1975, for which reeords 
are not available, is also taken into account. In March 
1985 the BSO floated arrear bills of electric energy 
for the period September 1975 to March 1985 amoun
ting ro R s. 15.23 lakhs as amended on the basis of 
difference of cost as per all-in-cost rares of various 
year.~ . Tht: payment of the~c ;in<:c.r bills had not been 
m ade by the Secretary 'Y' so far (October 1986). 
Secretary ·y· had, however, startl'd making payment 
of electric bills prepared by the billing authority a t 
all-in-co~t rates (i.e. at r evised rates) from April 1985 
onwards. The Ministry of Ocfcnce sl ated in Octcbcr 
1986 tha:t: 

A.rrear bills amountJng to R s. 15.23 lakhs 
!or the period H75 to 1985 were sent to the 
institute but thc.:re was no response from 
them.. 

Workin2 out of arr<'!<i rs for the period t et
ween 1967 to 1975 was held up bec:rnse 
some of the records pertaining to that period 
were nor readily available. The concerned 
Chief E ngineer had been directed to <lo the 
needful and issue arrear tms. 
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1t is admitted tha t l\'Llitary Engineer St:r
vices should have revised the rate annuaJJy 
as per December 1969 agreement. An en
quiry is being ordered to fix respunsibi lity 
for the lapse. 

19. Avoidable expenditure in ;:xecution of work 

Mention was made in sub-rara (c.) of paragniph 12 
of the Rcpo1t of the Comptroikr and A uditor G.:ne
ral c,f India, Union Govc.:rnru..:nl (D efonce S.:-:vices) 
1973-74 about a contract for cons I ruction of marri.::d "" 
accommodation concluded for Rs. 55.69 lakhs at a 
statkn in May· 1966, which was &ul.isequently cancel-
led on 1st September 1972 due to unsat isfactory pro
gress cf the work. 

The work under the contract c:immenced on 25th 
Mav 1966 and was schedukc: lo be: compkted in 
thre.e phases 'A ', 'B' and 'C' by 24th August 1967, 
24th November 1967 and 24th May J 968 respective
ly. Out: to delay in handing owr of sites (in 1 he case 
of block of Squadron Lc::1dcrs' quartt:rs \Vhicb was 
p::i rt of phase 'C', the site was handed over to the con
tractor after a delay of J t years), non-issue of 
cement, dday in issue . of door aod window frar.1cs, 
inadequate water supply, civil di~t urbance and addi
tional works ordered in .February 1967 through devi
ation c rcier, the date of completion of work was ex
l.:!ndcd. The work~ under pha~l· 'A' (l.:xcept 2 blc,;k.; 

o f 4 married Squ~dron L eader quarters) and 'B' (ex
cept 2 blocks of 4 married Squadron Leader quar
ters), wc.;re, however, complch:d in June 1968 and 
M:irch 1969 respectively and elute of completi':m c.f 
the balance work under phases 'A ', 'B' and 'C' was 
extended upto 30th/ 31st December 1969. 

Jn February 1967 / September 1969 the Garrison 
Engineer (GE) ordered exccutir.11 of certain addi ti11-
nal works involving 30 quarters <co$t : R s . 2 .70 lakhs 
approximately) outside the work ~it·: contemplated in 
t~ • .! contra.;t through a formal deviation order. !n 

Mc.ry 1967, the contractor conditionally accepted the 
proposal, but in June 1967 he expressed his inability 
to e-.;:ecute the additional work due to increase in cost 
of material, labour etc. In July J 967, the contractor 
inrimmed the GE that contractually Lhc quantum of 
additional work implied a radical change in t!1c scope 
of the work and should . be ordl!rcd through an am·· 
c:ndm ent instead of a deviation ,1r<ler. 

( 
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T bc rn<ltter remained under correspondenc.; with 
the GE, Commander W orks Enginc<:r (CWE) ai1d the 
Zonal Ch ief Engineer (CE) till D ecember 1969 and 
in t he mcautime the_rc was n o r-r0grcss in the work 
orde~ed through deviation . Jn December 1969 the 
Zonal CE sought the ad vice of the E ngineer-in -Chief's 
(E-in-C) Branch who ~>pined in Junuary 1970 that 
there wa~ rio justifica;t ion for iss ue of deviation order 
as the additional work was not cc·ntingent upon th~ 
original work. 

U p to A ugust 1970 the to tal prcgrcss of original 
\vork r eferred to above was 73.5 per cent only. fhe 
sit e for acJd iticnal work o rdcr•:d through deviation 
was handed over to the contractor only in D eccmher 
J 970, but the re was _gtill no progress of work (April 
1971). In M ay 197 '1 the Zo:H1l CE ''-'_arned the contrac
tor about slow progress of wcrk and asked him to 
accelerate t he progress failing wh ich work would be 
got completed at his risk and cost. T he confractor 
abandoned the work on 2ht May 1972. As there 
was no further progress :-if o riginal as well as addit ional 
wor k the Zonal CE cancelled the contract effective 
from 1st September 1972 at the risk o f defaulting 
contractor. 

In November 1972 the defaulting contractor hled 
an appeal against the decision of the Accepting O ffi
c.;r in t he Court of Assistant D eµu ty Comrui~sioner 

'X' . The Court issued inter im injunction restraining 
the department from concluding a conrract at Lh!! r isk 
and cost of the contractor. The appeal fiied by tlic 
Government against the decision nf tl1e lower Court 
in the Court of the Additional D eputy Commissioner 
Y' faikd . H owever, in Ocrobc r iir:4 the injunction 

order was vacated by i he High Court 1 he value of 
the ld t civer work as assessed by th .:! Z onal CE was 
R s. J 1 .17 lakhs in rcsrect of the o riginal work nod 
R s. 2.06 lakhs for the ac!dirional work ordered th rot;gh 
de\> iatiou. In Ma rch 1975, the Zonal CE concluded 
a C'ont ract for the execution of : he left over work. 
The work comm enced in March 1975 and was com
pleted in December 1976. 

T he co~tractor filed an appeal in the High Court 
against the vacation of .inj unctiun orJcr and the H igh 
Court set -aside in-A ugust 1975 the orders of injunc
tion so far as it prohibited the allotment of left over 
wcrk to e ther agency and dir~cleJ tha t any claim 
arising ou t of th is contrac( would be ded ucted only 
when i t was legally adjudicatt.!tl. 

T he E-in-C appointed an arbitrato r in July 1978/ 
M ay 1979. The c.:Iaims a nd counter· c.iaims by tbe con
t ractor and the G overnment rcspedivdy were filed 
before the arbit rator. T he arbitralor published his 
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award on 20 th Apri l 1982. Against the claims of the 
deparrmen t a mo unting to Rs. 2 l .62 lakhs in respect 
of original as well as ad dilional work ordered through 
deviation the arbitrato r .1warded only an amount of 
Rs. 0.08 lakh on account of defective sub-standard 
wo.rk. On the other hand out of the tota l cla im of 
the contractor for Rs. 28.92 lakbs againsc o riginal 
work the arbitrator awarded h im an amount of 
Rs. 19.19 lakhs. The award was decreed by the Court 
on 15rh iDecembcr 1982. Jn acccrdance with legal 
advice offered earlier j n Aug ust 1982 by the Ministry 
of Law, t he Zonal CE d~cided to contest the awar d. 
T he appeal was filed ill t he Court on 12th April 1983 
which up-held the award of the arbitra tor in August 
1983. The Ministry of Law advised in November 
1983 th at there was no ground to contest the award , 
and the award was thereupon implemented and a sum 
of Rs. 21.87 lakhs (in~luding inrer est of Rs. 8.60 lakhs 
upto Febru ary 1984 ) was paid thro ugh Court to the 

cont ractor in F ebruary 1984. 

T he Ministry of Defene·~ stated in November 1986 

that : 
T he addit ional works c-rdercd thJ'ough a 
deviation J~tkr in fcbnt<iry .l 967 were no t 
included in the contract agreem en t of May 
1966 due to over-sight. 

The delay of over 3 1 :2 years in handing 
over site o f additk.inal wcirk; was du<! to 
sit ing of buildin&s. 

Tho ugh the conLractor abnndoned th .:: work 
from 21 sr M ay 1972, it was finally cancelled 
in Septemb~r 1972 as in the meant ime it 
was expected that he would resume th';! work 
'and also progress it l'Xpcc!itiously. 

Though extensions we re f<anted for comple
tion of work due lo some: delay in handing 
over site to the contractor, no n-issue of 
cement, delay in is~u~ ol' door ~ud window 
frames and inadeq uate w;iter supply <11J d 
addit ional works ordered in February 196 7 
etc., the slow progress on the part of con
tractor pluycd major part in prol0nga tion of 
the contract and ifs subseq uent cancellation. 

T hough the E-in-Cs J;rn1!ch opined in Jan 
ua ry 1970 that there wa; no justificat ion for 
issue of devia ticn order e:s the add it innal 
~ork was not contingent upc•n the original 
work, the Zonal CE decided to order a 
devia tion instead o f an <>mrndment to pro
tect G overnment mter;!S t· as there was no 

radical change in the scope of the work. 
The a rbitrator comple te ly ignorec and re
jected Government cla ims. 



The case reveals that: 

There was a delay of about 1- 1 / 2 years in 
handing over site for Squadron L enders' 
q uarters to the contractor. D espite the opi
nion of the E-in-C's Branch that the addi
tional work in questi on amounted to a rad i
cal change in the scope of work which was 
not contingent upon the original work and 
could :iot be ordered through dcviaLion , the 
decision of the Zonal CE for gett ing t'hc 
work done through a deviation order, as well 
as the delay in handing over the site referred · 
to above, dragged tbe depart ment to a rbitra
tion whkh resulted in the department incur
ring an extra cxtienditurc of Rs. 15 .77 lakJ1s 
on the comPlction of left over works u nder
taken at the risk and cost of the contractor. 
The department's claim for this amount was 
not accepted by the arbitrator. Jn addit io n, 
the department had to pay Rs. 15.01 lakhs 
(including Rs. 8.60 lakbs on account o f 
interest) and an amount of "Ks. 5. 17 lakbs 
for increase in cost of material, wages and 
overhead5 awarded by the arbitrat or as 
compensation to the contractor. 

Recovery for Schednle 'B' stores etc. over
drawn and not returned by the contracto r 
amounting to Rs. 2 .54 lakhs could not be 
enforced. 

20. lnfructuous and avoidable expenditure arising 
from commc11ccmcnt of work without p1 op er 
clearance. 

A siting-cum-costing board convened by the Naval 
Command Headquarters (HQ) for the setting up of 
a Forward Naval Opernting Base at sta tion 'X' re
c-onunended inter alia in July 1982 lhc construction 
of hangar, taxi track, dispersal area and other faci 
lities. At a meeting held on 13th July 1983 by the 
Naval authorit ies at station 'X ', it was stressed by the 
Civil Aviation authorities that the Naval and Military 
Engineer Services (MES) authorities submit a detailed 
proposal coveriog the various aspects to the Director ... 
General Civil A via tion (DGCA) and the Interna tional 
Airport Authority of J ndia (IAAI) for their clearance. 
On 26th July 1983 sanction was accorded by a 
Naval Commander for the im.t:ll\:diate commencemen t 
of works relating to taxi tracks and dispersal a rea 
etc. by the MES. Pending clearance of the proposals 
by the DGCA and I AAJ, certain preliminary works 
such ::is soi l investiga tion unrl trial bores were carried 
o ut at tht! site by the MES during September 1983 
to January 1984 at a cost of Rs. 1.03 lakhs. On 
15th Oc tober 1933, the Z onal Chief Engin eer 'X' 
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concluded a contract with firm 'Y' for the construction 
of the requisite civil works at a cost of Rs. 43.62 
lakhs. The work was commenced on 21st October 
1983 and was due for complct!on by 20th April 1984. 
The work was, howeva, suspended with efl'ect from 
5th December 1983 due to changes proposed in tbe 
alignment of the disp rsal atea and the taxi track so 
as to conform to the safety requirement of the airport 
authorities. Though the .>uspension was lifted on 15th 
December 1983, the department fajled to obtain and 
issue permission to the contractor to enter the work 
site and therefore no work could be done and the 
suspension was reimposed on 23rd January 1984 for 
want of No Objection Ce rtifica te (NOC) from the 
Civil Aviation authorities. The progress of werk at 
the site was about 6 per cent. N OC from the DGCA 
'"as received only in May 1984. In June 1984, the 
Naval Commander ordered the convening of a resiting -4 
board necessitated by resiting of dispersal area on the 
advice of DGCA ·and IAAT. After p_rolonged suspen
sion of the work under the above contract, the work 
site was shifted to a revised location and the resump
tion order was given to Firm 'Y' with effect from 
15th September 1984. However, fir m 'Y' could not 
progress the work at site ::is the JAAI aut horities dis
puted ownership of the new site and refused access 
to the site in the absence of lease agreement. Exten
sion of time was, therefore, recommended upto and 
including 15th J anuary 1985 by tbe MES authorities. 
Jn November 1984 the firm informed the departm ent 
that a lthough the work had. been resumed, suspension 
continued to exist for all purposes and that th is inde
fi nite position kep t them in gTeat Sll.lpense with conse
quential losses. On 2 l st D ecember 198-l, the firm 
intimated to the Garrison Eugi1ieer that the work stood 
te rm inated with effect from 2Cth December 1984. 
While giving notice of termination of contract, the 
fu"m also preferred a claim for a sum of R s. 8.67 lakhs 
as compensation on account of salaries, wages, idle 
labour, materials etc . Firm 'Y' was, however, inform-
Cd by the contract accepting officer in February 1985 
that the department was left with no option except 
to carry out the balance work through anothel' agency. 
There was no further Progress of the work because 
no agreement could be reached between the Navy and 
the JAAI 6n the area of land to be taken on lease 
by the ·Navy and the execution of the project was still 
uncertain (February 1986) though the facilities were 
initialJy required to be comple ted by April 1984. The 
total expenditure incurred upto F ebruary 1986 by the 
Department was Rs. 2 .12 Iak.hs. Meanwhile at the 
request of firm ' Y' in August 1985, the Army HQ 
(E-in-C's Branch), referred the case to arbitration in 
December 1985 wherein the finn pu t forward an in
creased claim for R s. 15.12 lakhs; the fi nal outcome 
of arbitration is awaited . 

< 
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For the ex.ecution of the civil works contracted 
< in October 1983, 1.688 MT of cement was received 

between September 1983 and March 1984 for t lfr; 
work. Out of 1,688 MT cement received only 3.200 
MT had been issued to the work, and 1507.95 MT 
cement was transferred to outstation MES Divisions 
and other works 111 lhe same Division. T he expenditure 
on freight and handling o f 870 MT of ceincnt from 
station 'Z' to station 'X' and transferring of 814 MT 
to outstation Divis ions (including 200 MT to same 
Division at station 'Z') at a cost of R s. 5.12 lakhs was 
avoidable. 

The Ministry of Defence ( Ministry) stated in 
February 1986 that since the representatives of the 
IAAI a nd DGCA were present during the delibera-

J. tions of the siting-cum-costing board held in July 1982, 
no difficulty in getting !he formal clearance from 
these agencies was anticipated and considering the 
operational urgency the work was commenced in an ti
cipation of receipt of clearance from them. This 
contention of the Ministry is, however, not borne out 
by facts as in the meeting held in July 1982, the 
representatives of the IAAl/DGCA stated that they 
had no information about this proiect. Further in the 
subsequent meeting held in July 1983 it was stressed 
by the civil. aviation auth0ritics that the N avy and the 
MES should submit a detailed proposal to the IAAII 
DGCA for thefr clearance. The Ministry further stated 
that the execution of the work will commence after 
approval of the lease agreement with the IAAT by 
the Government and advance payme nt of annua l 
licence fee. 

T he case reveals th0 following 

Pending clearam.:e of th e proposals by the 
appropriate civil airport authorities, sanc
tion was accorded by a Naval Command in 
July 1983 to commence the work in respect 1 

of the above project. 

Certain preliminary works ca rried ou~ by 
MES at a cost of R s. 1.03 lakhs became! 
inlructuous due to non-approval of the site 
by the civil airport authorities subsequently. 

A contract for civil works could not be pro
gressed and the contractor had piut forward 
a compensation claim for Rs. 15.12 lakbs 
due to prolonged suspension of work with 
effect from 23rd January 1984. T he execu
tion of works which was due for completion 
on 20th April 1934 is uncertain (Febrn ary 
1986). 
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In the absence of these facili ties which were 
sta ted to be of "operat ional urgency", con
siderable difficul ty is being experienced by 
the Navy in meeting the assigned tasks as 
"the ai rcraft bad to be operated from West 
Coast to meet the task ·of East Coast." 

Commencement of the work without proper 
clearance led to ex rend iture of Rs. 5 .12 
lakhs on avoidable movements of cement. 

21. Extra expenditure due to failure of a contract 
T :::nders for work relating to improvement to roads 

at a stat ion were invited in September 1974. Nine 
fi rms quoted in October 1974 rates ranging from 
Rs. 9.42 lakbs to R s. 13.75 lakhs. The five lowest 
rates obtained were as under : 

Firm Ra te Class of 
the con-

tractor 

'Q. Rs. 9.42 lakhs ·o· 
' R' Rs. I I .26 lakhs 'A' 
'S' Rs. 11.36 lakhs 'ff 
'T' Rs. I J.47 lakhs 'D' 
·u· Rs. I I .53 lakhs Special 

The upper tendering limit for 'A', ' B', 'C' and 'D' 
class contrac tors was Rs. 30 lakhs, R s. 10 lakhs, 
Rs. 5 lakhs and R s. 2.50 lakhs respectively. The Com
mander Works Engineer awarded the contract to con
tractor ' Q' enl isted as Class 'D' contractor who would 
normally be entrusted '!'Vith work only upto a limit of 
Rs. 2.50 lakhs. The work required to be commenced 
in October 1974 and completed by June 1975 was 
taken up for execution in M arch 1975. The contrac
tor abandoned the work in April 1975 and the con
tract was cancelled in May 1975. After inviting fresh 

· tenders a contract was concluded with contractor 'V' 
( an 'A ' class contractor who had earlier quoted 
R s. 12.82 lakhs in October 1974) in September 1975 
for Rs. 13.83 Jakhs (amended to Rs. 14.12 lakhs in 
June 1976) at the risk and cost of the defaulting con
tractor. The work was completed in July 1976 at a 
cost of Rs. ,15.18 Jakhs. Th e extra cost recoverable 
from the defaulting contractor by the department to 
complete the work, was provisionally worked out at 
R s. 4.07 Jakhs. Contractor 'Q' was asked to deposit 
the amount in D ecember 1975. The amount being 
large and since no money was due to him for adjust
ing the claim , ,the department referred the case to 
arbitration in April 1976. The department preferred 
a claim for R s. 4.95 lakhs before the arbitrator to
wards extra cost of completion of the work. The con
tractor ~ubmitted a counter claim of R e;;. 1.90 lakhs 
against the department. The arbitrato r while rejecting 
(August 1981) the contractor's claim, awarded only 
Rs. 0.37 lakh in favour of the department. 



The award was filed in the Court on 13th Novem
ber 198 1 to make it a rule of the Court. The Court 
passed a decree in favour of the Government in June 
1983. The ~mount has not been recovered from the 
contractor so far (August 1986). 

The Z onal Chief Engineer stated in August 1980 
that in view of the paucity of applications from con
tractors of appropr iate class and the station being in 
an out of the way locations, apolications from the con
tractors of other classes were also considered for 
selection. · 

Tile Ministry of Defence stated in September 1986 
1'liat : 

Adon to recover the amount (R s. 0.37 
lakh) was delayed because the whereabouts 
of the firm could be known from the Police 
only in May 1986. Action was in hand to 
recover the same. 

fostructions have been issued to avoi<l re
currence of a case like this in future. 

T he fact remains that the contractor who was en
l isted as a class 'D' contractor with capacity to execute 
wo~ks up to R s. 2.50 lakhs, was awa.rded a contract 
of the value of Rs. 9.42 lakbs which should normally 
have been awarded to a Class 'B' contractor. This 
being beyond bis capacity led to failure of the con
tract in the execution of the work and extra cost of 
R s. 3.55 Jakhs (after excluding Rs. 0.37 lakh awarded 
hy the arbitrator in favour of the department) as 
compared to the rate ob tained from the lowest ten 
dere r of appropriate class. 

22. Non utilisaticn of assets 

For meeting additional requirements of filtered 
water of an Ordnance Factory (OF) a Commander 
Works Engineer (CWE) concluded a contract with a 
specialist firm on 4th November 1978 for provision 
of a water supply pipeline rroin a p umping station t o 
the OF premises, for Rs. 18.75 lakhs. Cast iron pipes 
valuing R s. 6.25 1akhs had been procured depart
mentally earlier in December 1977 for issue to the 
contractor "free for laying". The work executed under 
the supervision of a Garrison Engineer commenced 
on 29th November 1978 and was completed on 15th 
January 1981 against the original date of completion 

. of 28th December 1979 at a co5t of Rs. 22.24 lakhs 
including R s. 6.25 l'akbs for cost of pipes. T he pip e· 
line taken over by the Engineers in January 198 1, 
was tested on 13 occasions between 19th May 1981 
and 2nd October 1982 , but the tests were suspended 
clue to several defects viz. leaking through expansion 
joints, inability to sustain pressure due to leakage in 
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joints, bursting of pipes etc. In the meantime, the 
maintenance period of the contract ended on 14th r 
J anuary l 982. The Factory au thorities (users) pointed 
out in J une 1983 that the pipeline had not be~n taken 
over by them and ·was fying unused because of the 
"sub-standr.rcl workmanship or faul ty designs" and 
requested the Chief Engineer to get the cefects in 
the pipelinr rectified. Jn order to commission the 
pipeline CWE proposi:d in April 1984 to undertake 
1ectifica tion jadditiona l works for strengthening and 
improving the pipeline at a cost of R s. 5.98 Jakhs 
which inter alia included (i) redcing runlead joints 
(cost : R s. 0.30 lakh)', ( ii) replacing CI p ipe with 
MS pipe under road crossing (cost : Rs. 0.72 lakh) 
and (iii) provision of anchorages to p ipe Jine (cost : 

·Rs. 4.50 lakhs). An additional contract agreement for 
· improvement to the new pipe· line at a cost of Rs. 7.55 

lakhs was concluded by the CWE in August 1985 and "' 
the work i~ expected to be completed by December 
1986. 

The Ministry of Defence stated in November 1986 
that: 

Factory authorities did not take over the 
work due to leakage of water in pipe fou nd 
during testing. The additional contract was 
concluded for certain improvements to the 
new pipeline as they were located in the 
billy region and with high velocity of water 
flowin_g in the pipeline a thrust of great 
magnitude developed in the bends which re
sulted in leakage through the joints. 

T he assets have not been handed over to 
the users so far and i t is hoped that leak
ages will be stopped on completion of the 
additional work in D ecember 1986. 

To sum up : . 

\ 

The fact thµt pipe lines were to be laid 
through hilly region was kpown to the_ En
gineerin·g author ities at the time this work 
was planned. The leakages were thus due to 
defective clesigningjplann ing. The measures 
required ~o be taken to arrest the heavy 
water pressure cons.idered in the new con
tract concluded after over 4t years of the 
compktlon of the original work should have 
heen taken into account in 1978 itself . 

As a result of this lapse assets created in 
January 1981 at a cost of Rs. 22.24 lakhs 
I.approximately) had not been taken over by 
t he users till November 1986. The pipe Ene \ 
remained unutilised for about 6 years after 
completion of the work and th e addi tional 
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supply of filtered water could not be made 
available to the OF. 

The additi-0nal contract for Rs. 7.55 lakhs 
entered into in August 1985 for im
provem~nt to the pipe lines laid during 
November 1978 to January 1981 but not 
put into commission inter a lia included re
doing run1ead joints and replacement of cer
tain CI pipe with MS pipe at a cost of 
Rs. 1.02 lakbs. 

The cost of the works has gone up to 
Rs. 29.79 lalchs. 

23. Extra expenditure due to shifting/ rerouting o[ 
water pipes 

Water pipes of various sizes were laid during 1966-67 
a nd 1974-1976 at a station at a cost of Rs. 11.60 

· Jakhs. Later on through two separate contracts con
cluded in March 1975 and June 1976 sewer l ines 
were also laid at this station and the central sewage 
scheme was made functional with effect from April 
f979. This included about 600 metres of sewer line 
which was laid in close vicinity of water lines laid 
earlier in upper terrain during 1966-67. In order 
to avoid contamination of water due to tbe water 
mains being in the vicinity of the sewer lines in the 
upper terrain and stagnant water in the hel ipad ground 
irl the lower terrain the foUowing works were taken 
up on urgent medical grounds : 

(i) Work of shift ing of existing water mains 
(about 700 metres of 150 mm dia) frori. 
the vicinity of the sewer lines lnd another 
86 metres of water ma ins of ;l00 mm dia 
from 1 be stagnant p olluted water in the 
helipad ground to new alignment at an 
estimated cost of Rs. 10.05 Iakbs was sanc
tioned by the Formation Commander in 
M ay 1983. 

(ii) Work of rerouting of the balance pipeline 
(about 575 metres of 300 mm d ia) which 
also became subme.rged in' water due to 
jncreas'ed water logging from the vicini ty 
of stagnated pollu ted water to new align
ment in the belipa<l ground area was sane
ti"ned . by the Sub-Area Commander m 

April 1985. The technical sanction for 
this work was issued by the Commander 
Works Engineer for R s. 10.38 .lakhs it1 
June 1985. 

S/ 1 DADS/86-6 
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Contract agreements 'A ' and 'B' for the works 
sanctioned in May 1983 and April 1985 were con
cluded in September 1983 and August 1985 for 
Rs. 11.46 lakhs a nd R s. 14.59 Iakh~ respectively. 

Contract 'A' 

The work was commenced in October 1983 to be 
completed by October 1984. The work could no t 
be completed by the contractor as the pipes laic.1 were 
founll burst jcracke<l during testing in March 1984. 
On investigation of t be case by the CBI it was found 
that the pipe burst was due to acceptance and incor
poration of inferior quality pipes in the Wl)rk· executed 
by the department. By 28th May 1986 the contr_ae
tor replaced the defective pipes and by end of October .. 
1986 the progress of work was 95 per cent. 

Contract 'B' 

The work was commenced in August 1985 to be 
completed by May 1986. Mowever, the progress or 
work at the end of September 1986 was 80 per cen't. 
The delay in completion of works was stated to be 
due to delay in movement of pipes, sub-zero weather 
conditions and unpreceden1ed heavy rains. 

T he M inistry of Dcfenc;: slated in October 1986 
that : 

Because of rul ing gradient for sewer lines 
being not available an)rwhere else in the 
area about 6.00 metres of line were laid by 
the side of the water pipes.· 

At the time of l '!ying 300 mm dia raising 
mains at helipad grouncl the route was totally 
dry. The problem of stagnant water arose 
at he1i pad grou nd in the lower terrain over 
t he years due to progressive reclamation of 
the area by the civilians and construction 
activities by Military Engineer Services. 

As regards acceptan'ce of jnferior qualjty 
pipes, administrative action against the 
persons found guilty was being taken . 

The c;ase revealed that · : 

L aying of 600 metres of sewer line in close 
vicinity of water Jines in the upper terrain 
and 300 mm dia water pipes in lower terrain 
which sub sequently submerged in stag:nated 
polluted water has resulted in extra exoendi
ture of about R s. 26.05 Jakhs on shifting! 
rerouting of wa ter mains. The major portion · 



of extra expenditure could have been avoided 
had the sewer Lines laid in J 975 to 1979 

·been kept at a sarc distance from the exist
ing water · mains in the upperterrain and 
also the likelihood of water logging in the 
lower terrain of hclipad area been foreseen 
as the pipeline of 300 mm dia laid in heli-
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pad ground during .1974-76 had to be 
subsequently shifted. 

The shiftinglrerouting of water p ipes sane~ 
tioned in May 1983 and April 1985 on 
urgent med ical grounds could not be com
pleted even by end of October 1986. 
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CHAPTER 5 

RESEARCH AND DE VEL O PMENT ORGAN ISAT ION 

24. Extra ex1ienditme due to delay in development 
of an equipment 

Based on the sanction accorded by the Ministry 
of Defonce (Minist ry) in 1962, a Researcb and 
Development (R&D) Establishment developed equip
ment 'A ' which was producti0nised by a Public Secto r 
Undertaking (PSU) and introduced in the early 197 0s 
for use as fie ld ar tillery radar . Due to cer tain l imi
ta tion·s, this equipmen~ could no t ·meet the require
ments of the Army fully. A General Staff Q ualitative 
Requirement was therefore drawn up by the Army 
Headquar ter s in Apr il 1970 for equipment 'B ' which 
was approved by the G ;;:ncral Starr E quipment P olicy 
Committee on 8th A ugust 1972 . The R&D Esta
blishment stated in March 1972 that the estimated 
cost of a somewhat similar forei_gn equipment 'C' with 
far lower perfo rmance was about Rs. 15 lakhs and 
that. the cost of p roductioni5ed version of equipment 
'B' was expected to be Rs. 20 lakbs :-i pproximately. 
The M itiistry accorded sanct ion in August 197 2 fo r 
indigenous development on high p riority of 2 m odels 
of eq uipment ·B' at a cost not exceeding R s. 53 lakhs. 
Eq uipment 'B ' was to be mude ava iJablc for user 
trials by mid 1975 and thereafter for series production 
by mid 1977. 

The model developed by the R &D Establishment 
in November 1977 was subjecl ed to user' t rials du ring 
1978-81 and was fouud tu fall short of the required 
range. T he users, therefore, wanted rc tr;al after 
necessary improvements. Meanwhile, as equipmen t 
'A ' already in service was being phased out, it was 

.decided by the Anny in Februa ry 198 1 to import/ 
licence 1n:mufacture 25 Nos. of equipment 'C' (even
though this make fell short of A rmy specifications) 
to meet the immediate hort term operational require· 
m eut. The required bala nce quantity of 38 Nos. 
was proposed to be left for indigenous developmen t I 
product ion. Accordingly, the Minist ry accorded 
sanctio n on 1st Apri l 1982 for import-cum-licence 
manufac ture of 26 N os. of eq uipment 'C' (including 
one for R&D Establish ment to facilitate fu rther deve
lopment) at a cost of R s. 28.10 crores; the estimated 
cost of 26 Nos. in 1972 was Rs. 3.90 crores only. 
10 numbers of equipment 'C' ex-import were r eceived · 
during 1982-83 and the balance quant ity is being 

-y produced under licence by the PSU. 
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T he total expenditure incurred on the development 
project of equipment "B ' upto December 1982 . was 
R s. 5 1.56 lakhs against R s. 53 Iakhs sanctioned in 
August 1972. Since the model of equipment 'B' as 
developed by R&D E stablishn1en 1:. · fell short of the 
r cqtLired range the Ministry accorded revised sanction 
in December 1982 (as further amended in August 
1984) for development of fi eld artillery radal' bas.ed 
on the des ign of equipm ent ·13 ' developed by R &D 
E stablishmen t by further incorporating some of the 
good feat ures of equipmeut 'C' at a total cost of 
R s. 240.13 lakhs (including R s. 53 lakhs sanctioned 
earlier in A ugmt 1972). T hu.>, the development of 
equipment 'B ' sanctioned in A ugust 1972 and planned 
to be completed in 1977 had not been completed 
t ill October 1986. 

Tbe M in istry stated (October 1986) that : 

T he improved .ver~ion of equipment 'B ' is 
under users' trials. 

T he final cost of development of equipment 
'B ' was estimated to be R s. 265.92 lakhs. 

The non-ava ilabi lity of equipment ·s' is 
having an adverse e!fcct on defence pre
paredness. 

T he case r eveals that : 

O n accoun t of the inordinate delay in 
development and production of equipment 
'B ', the Mini..s try bad to accord sanction 
in April 1982 fo r the import/ lice nce manu
facture of 26 numbers o( ..:quipment 'C' at 
a total cost of R s. 28 .10 crores, even though _ 
eq uipment 'C' fell short of Army requ ire
ments in many respects. 

M inistry' s san ction of A ugust 1972 Cth ' l 

sagecl dcvelopnieu t of equip1n ent 'B' a t a 
cost no t exceed i11g Rs. 53 Jakhs against 
which Rs 5 l.56 lakhs had been spen·t u,p to 
December I 982 when tbc sanctioned a moun t 
was enhanccd !revi:;ed . The cost of deve
lopment of eq uipment 'B ' has. now gone ·up 
fro m R s. 53 lakhs to R s. 265.92 Jakhs a nd 
the equipment which was in itially expected 
to be ava ilable by 1977 is still (October 
1986) stated to h;: under Lfsers' trials. 



The non-availabi lity of equipment 
having an· adverse etfeet on rhe 
prepare?ness. 

'B' is 
defem:e 

25. Extra expenditure in p l'Ocul'ement of stmcs for 
a Defence Research Institute 

On 28th February 1985, a Defence Research l nsti
tute (lndentor) placed an indent on the Supply Wing 
of an l ndjan' Mission abroad (Supply Wing) for pro
curement of certain stores, for use in one of its Facul
ties (Faculty), at an estimated cost of DM 115,055 
plus US $ 36,000. The indent ,\,as :1cc;>mpanied by 
two quotations dated 2 1st and 23rd November 1984 
of firm 'A ', received through their · Indian 1tgent and 
valid upto 28th February 1985. According to tht:sc . 
quotations, the total p rice ot the seven items of stores 
indented for worked out to DM 205,055 plus US · 
$ 36,000; due to some calculating error, the indenter 
had worked out the estimated cost as D M 115,055 
plus US $ 36,000 (equivalent to Rs. 9.03 iakhs) 
against foreign exchange ckarance of Rs. 9.50 lakhs · 
already obtained in September 1984. 

The indent was received by the Supply Wing on 
14th March 1985 i.e. 14 days after expiry of the 
validity of the two available quotations of firm 'A' . 
In response to a limited tender enquiry, issued by 
the Supply Wing to seven fi rms on 25th · April 1985, 
only firm 'A' submitted tbetr quotation on 4th June 
1985 pricing the stores at DM 4 70,860. There being 
some discrepancy in the :;pecifications of items 5 and 
6 as quoted by the firm vis-a-vis those given in thl! 
indent, the Supply Wing sought (1st J uly 1985) the 
indentor's acceptance of the fi rm·s quotation which 
the indentor communicated 011 8th October 1985, 
inter alia, intimating that the Indian agent of the 
finn had confirmed that ttcms 5 and 6 now offered 
by the firm were better thau those mentioned in the 
indent. 

111e Supply Wing's telex request of 1st J uly 1985 
to the firm, for maintaining the rates quoted to the 
indentor in November 1984 through their Indian 
agent, failed lo el icit any response. The firm, how
ever , agreed in response to another request from the 
Supply Wing to extend the validity of their offer of 
J une 1985 till 24th D ecember 1985, simultaneously 
stating that from 1st J anuary 1986, they would be 
charging prices which wouid be 9 per cent higher. 
Keeping in view the validity o( the firm's o!Ier . and 
likelihood of the firm charging higher prices from 
1st January 1986. th~ Supply Win'g, after obtaining 
a telephonic confirmation from the indentor that 
adequate funds ~or the equipment were available, 
aw;mled the contract to the firm on 24th December 

36 

1985 for their quoted price of DM 470,860; this was 
DM 158,515 (Rs. 6.44 Jakbs) higher than the price -"t
q uoted by . the firm in November 1984 through their 
lndian agent. 

The following points were noticed : 

(i) The Faculty had p~ojected the requirement for 
procuring the equipment in April 1984 ; tlie foreign 
exchange to the extent of R s. 9.50 lakhs required 
for the purpose was sanctioned by the Ministry of 
Defence on 10th September 1984 ; and the firm's 

· quotatjons for the. eqnipment were rcceiw<l on 26tb l 
28th November 1984. Still, the Faculty requested 
their stores Section for initiating procurement action 
only on 4th January 1985. Further , the indent for 
procuring the eq uipment was, in turn , issued by the 
Stores Section to the Suppiy Wing c nly on 28th Feb
ruary 1985 (i.e. on the last date of the val id ity of 
the quotations of Novem ber 1984), afte r they had 
received a reirinder (6th F ebruary 1985) from the 
Faculty stating that the supplier's agent had intimated 
in his letter of 3iJth January 1985 that orders placed 
after 28 th February 1985 would be accep ted only 
on revised prices applicable from 1st March 1985. 

Delay of over 3 months in raising the iud.!nt after 
receipt of the firm's quotauon of N ovember 1 ~84 

even when foreign exchange sanction for prccurc
m.;ni of the stores was 1lready available, resulted 
in the Government being put to an avoidable · extra 
expenditure of OM 158,515 (Rs. 6.4:4 lakhs). Even 
atter attributing the whole ~iffercntial in c9st of items 
5 and 6 to their reportedly better quality, as compa
red to the quality of the i tems ofrered by the firni 
in November 1984, the extra expenditure in respect 
of the remaining 5 items works out to D M 108,890 
(Rs. 4.42 lakhs). H ad timely action been taken by 
the indentor in issuing the indent and had orders 
been placed before expiry of the firm's offer of Novem
ber 1984, extra expenditure of DM 108,890 (Rs. 4 .42 
lakhs) on items 1 to 4 and 7 could have been avoided: 

(ii) Although the indentor bad informed (Decem
ber · 1 ~85) the Supply Wing that adequate funds for 
the equipment were available, additional foreign ex
change sanction required to meet the higher cost of 
procurement was still (March 1986) awaited. 

The l ndentor stated (March 1986) that the placing 
of the indent was delayed due to procedural formali
ties involved in processing the case. An examination 
of the indcntor's records by Audit (October 1986), 
however , revealed that ca~ual handling of the case at 
various levels main ly contributed to the delayed 
placement of indent. 

I 
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CHAPTER 6 

ARMY 

26. Corut of Inquiry proceedings 

/ /1 troduct ion 

l. Under the existing orders and regulations, in 
order to enforce adequate financial discipline and 
prompt implementation of remedial measures for 
avoiding losses of public money and stores, Courts 

·or Inquiries (Cis) arc to be held to investigate losses 
of public money amounting Rs. 5,000 or more and 
losses of stores ::tu·~ to theft, frnud or ncg.lect am6unt
ing Rs. 10,000 or more. ln cases of (i) losses of pub
! ic ;.noney of less than Rs. 5 ,000 (ii) lossc'.> of stores 
due to theft, fraud or neglect where loss is less than 
Rs. l 0,000 and (iii) losses of stores not due to theft, 
fraud or D".'glect upto Rs. 50,000, hold ing of a CI will 
be at the d.iscretion of the competent financial autho
rity. Where losses of stores not due to theft, fraud or 
negiec~ exceed Rs. 50,000 in value, concurrence of 
Government of India will be necessary for dispensing 
with the holding of CI. The deparunental orders and 
regulations require th·:: Cls to be conv~ned immediatdy 
. but in no case later than 15 days from the date of 
d :sc.)very of loss/irregularity and proceedings to ·be 
completed within a period of one week to one month 
from tbe date of its convening depending upon the 
nature and extent 10f the loss. The recommendations 
of the Cls are expected to be endorsed by COITtpetent 
authority wi thin 10 days from the dale of receipt 
of CI proceedings. · 

A test check of records pertammg to CC proceed
ings ordered/convened mostly durjng 1982-83 and 
1983-84 in 5 Army Commands viz. 'A', 'B', 'C', 'D' 
a nd 'E ' was conducted and the findings are contained 
in the paragraphs which follow. 

2.1 Reporting of losses to Controllers Qf Defence 
Accounts a11d to statutory audit 

The Army authorities are required to report to the 
concerned Controller of D efen c_e Accounts (CDA) 
immediately after detection of details of cases of 
financial irregularit ies including losses of public money 
and . stores exceeding specified limits indicating inter 
a/ia the nature of the irregularity/amount of loss, 
period involved, modus operandi in the case of fraud, 
how detected , whether any disciplinary action has 
bccnfs pronoscd to be taken and remedial measures, 
if :my, taken/propoc;ed to be taken and whether a CI 
has been orderd. [he order<: also prl'scribe that a 

copy of this report be furnished by the CDA to the 
local statutory audit authorities. H Qwever, the CsDA 
~cnl no report to the local statutory audit in all the 
5 Army <::omrpands. Further the CDA in Command 
'E' stated i.11 May 198(5 that it was not receiving any 
reports from the Army authoriti_es. The Ministry <!_f 
Defence (Ministry) stated in November 1986 that the 
Controller General of Defence Accounts (CGDA) had 

· reported that "serious cases of financial irregularities 
detected in internal aud it are being reflected in 'Quar
terly Major Fina11cial and Accounting irregularities 
Report' submitted to the Army authorit ies \\ ith copies 
to the local statutory aud it authorities". In this con
nection it may be mentioned that the CGDA has men
! ioned about the serious cases of financial irregulari
ties detected by internal audit only. The fact remains 
that the requisite reports in respect of aJl the cases 
prescribed under the rules have no_t. been rendered by 
the Cs DA to the local statutory audit autl1orities. 
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2.2 Convening of Cl 

Out of 195 cases reviewed by Audit in 5 Army 
Commands, it was observed that Cls were convened 
w;thin the prescribed period of 15 days only -in 92 
cas s. In tbe remaining 103 case.s there was delay upto 
3 months (37 cases), 3 to 12 months (24 cases) , 1 to 
2 years (20 cases) and over 2 years (22 case ). Com
mand-wise position of delays in conven ing the Cls is 
given in the table below : 

Cl s convened 

Com- No. of Within 16 days 3 to 12 t 10 2 over 2 
mand cases prescri- to 3 mouths · years years 

examin- bed 15 months 
ed by 
Audit 

days 

'A' 32 9 2 3 8 10 
'B' 52 is 25 ' 6 4 2 
'C' 88 68 7 9 2 2 
'D' 7 Nil Nil N il 6 

'E' 16 Nil ' 3 5 6 2 

Total 195 92 37 24 20 22 

2.3 Completivn of Cl proceedings 

Out of the 195 cases referred to abov~, the CI 
proceedings were completed within the stipulated 
period of one mon th from the date of convening of 
CTs in 12 cases. Tn 140 cases the proceedings were 
completed within 3 months (35 cases), 3 to 12 months 



(63 cases), 1 to 2 years (29 cases), over 2 years ( 13 
cases). In 16 cases proceedings were not final ised t ill 
December 1985 and in 27 cases the exact date(s) of 

final isation is not available. Command-wise position 
n[ delay in completion of the Cl proceeding'> is given 
iu the table below : 

Proceedings completed 

Command No. of cases within within 3 3 to 12 
. months 

1 to 2 yea rs Over 2 N l t linal i~e<l 
examined prescribed months years ~ 1 f:,r 

'A' 

' B' 

'C' 

by Audit period of 
one month 
---

32 2 

52 I 

88 9 

'D' 7 ii 

'E' 16 jj 

Total 195 12 
-·· - - -----

(a) Information aboul the date of completion 
was not available in 3 other cases. 

. ( b) Includes 2 cases in which Cls were not fina
Iis~d as the over payment was i::ecovered 
from the contracleir/&tores believed missing 
weri:; subsequently traced. 

(c) Jn 24 other cases the informati0n about the 
date of finalisation was not available. • 

3.1 Cls held in Command 'A' 

(a) Loss of ammunition 

(i) A CI convened in May 1982 at an Ammunition 
Depot for the purpose of 'Tnvestigating the circum
stances under which large quantit ies of ammuni tion 
held by the various Ammun it ion Depot s located at 
peace and field areas, have been declared m1'service
able' recommended on 3rd July 1982 that the loss 
of R s. 5.27 crore? wort.h of ammuni tion be written 
off by lhe State, as it was held bv them that the 
downgradation was not dtte to lack of suitable 
storage accommodation or failure to look after the 
stores properlv while in storage. The Court attributed 
the lo. s to ovcragin~ of a certain component of the 
ammunition within its shelf lifelfa i)ure of the lubri
cants in the time mechanism. In spite of the fact 
that the e ammunitions were held as repairable by 
variou<; dep'Ots and had been kept · ·egregatcd for 
repairs, the CT did not, while recommending the 
write off. state why the ammuni tion could not be 
taken up for repairs or upgradation and . poi;;sible 
utilisa tion. Till December 1985 the loss of Rs. 5.27 
crores had not been regularised. T he Ministry stated 
in November 1986 t11at " the CI proceedings were 

- --- -- - - ----
JS ll I Nil ii 

4 2J 13 9 l(a) 

ll 28 lO 2 4lc) 

ii Nil ii 2 5 

2 3 5 l il. 6(b) 

35 63 29 13 16 

approved jagreed to by the Commandant of the 
Depot on 3rd July 1982. How0vcr, th.e sta tement of 
case and opinion of the Comm~ndan t got revised as 
the concerned CDA pointed out certain changes 
in prices of va~ious marks of the subject fuze". 

(ii) In 17 other cases the C fs held between 
September 1982 and· September 1984 in the same 
Ammunition Depot for the purpo. e of investigating . 
the circumstances under which la rge quantities of 
another ammunition valued at Rs. 36.28 lakhs were 
declared unserviceable, opined after investigation 
tha t the reasons for the ammunition becoming un
serviceable within its shelf life were sub-staiida"rd 
storage ~onclitions in the forward areas!lack of 
storage facilities resulting in their excessive deteriora
tion. The conclusion reached bv the various· Cis 
was that as no one was to be blamed for the Jack 
of proper storage accommodation the loss was to be 
borne by the State. The findings, however, diu not 
mention whether adequate stt:ps were lcould have 
been taken to provide proper , lorage to avoid loss 
a nd what, if any, remedial mca~ures had to be taken 
to avoid such losses in flrtu re. 

-n 1e Minist ry stated in November 1986- that nor
mally the prescr ibed shelf life for any ammunition 
item can be attained only if the ammunition is kept 
un·ler ideal storage conditions, fully protected from 
advcrsi:; cl im atic ::ffcct and such conditions are nei
ther always avai lable nor is it always feasible to 
construct suitable storage accommodation at the 
user units where these ammuni t!ons arc stored. The 
Ministry further added that in view of the foregoing 
perhaps no specific remedial measttrcs were sugges
ted bv Courts in their findings to p;event deteriora
tion of the ammunition. 

< 
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(b) D elay in implementa tion of 
m endatiou on p ilfei agc of 
Command Hospital 

C l 's recom
m e..licines in 

In March 1984, certain discrepanci es were pointed 
out by internal audit in the issue of expendable 
medicines to wards anq OPDs o f a Command 
H ospital. These discrepancies were in the form of 
overwritillgs, e rasures and alterations in figures 
appearing in the day book, expense vouchers, bin 
cards as well as in ledgers for the period April 1983 
to F ebruary J 984. The irregula rities involved 51 
items of medical stores valuing over R s. one lakh . 
A C I convened on 3rd April 1984 a nd finalised on 
16th April 1984 fo l!Ild inter-alia lha t : 

The alterations were planned and pre-
meditated and were committed by the 
officer-in-charge o f medical stores and hjs 
subordinates. 

"'Famperings have been made to cover irre
gularities of store holders and to create 
surpluses for financial gain. 

The CJ recommended in April 1984 that suitable 
disciplinary action be taken against two H avildars 
and one Major, a nd disciplinarv action against the 
former was completed in :vfay jNovcmber 1985 and 
trial against the la tter was completed in April 1986 
but no loss statement was submitted to the CDA till 
O ctober 1986. · 

T he Minjstry . sta led -in November 1986 that the 
delay in initia tion of trial wa~ mainly due to proce
dural forma lities at var ious levels an d that the case 
for initia tion of loss 5tatc ment for regula risation of 
loss was pending since confirmation of sentence 
against one Ma jor involved was awaited from high er 
au thorities . 

3.2 Command 'B' 

(a) Undue delay m com pleting inqui ries 

Out of the total produce of 50,600 Kgs. of cow 
poos d uring the two years 1978-79 (3 1,790 Kgs.) 
and 1979-80 (13 ,8 10 Kgs .) in Mili tary Fnrm 'X ', 
42,736 Kgs. wer·e declared surplus to its requirement. 
Of this, 22 ,070 Kgs. (value : R s. 0.99 !akh). of cow 
peas were sold jissued on loan lo the Sta te Govern
ment!C ivi l a ttthp rities during J 980 as seeds, ou t of 
which 5 ,750 K gs . (value: Rs. 0 .26 laJ<h) were 1eceivecl 
back from three live-.stock officers as being unfit for 
sowing. 

Tn June J 980. 20.192 Kgs . (value : R s. J.07 lakhs) 
were transferred to Mili tary Fm m 'Y' for green 
manuring out of which 17 ,808 Kgc;. (value : 
R s. 0 .96 Jakh) were still (fal y 1985) Jyin.g in stock 
with tha t Fann. 
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T o avoid del~rioratio.11 in storage, the Command 
1-kadq uartcrs (HQ) decided to utilise the stock of 
cow pea . for reeding fa rm animal. but this could 
not be done as the stock had got insect infc's ted a nd 
had been treated with garnrne:wm e. renderir.g it unfi t 
for consumption by live-stock. 

Even though a C l was convened in June 1982 to 
investigate the circumstances under which 20,192 
Kgs. of infested cow peas was transferred to Military 
Fa rm -Y', the deliberations were not finalised till 
A ugttst 1986. 

(b) While handing over/ laking over of the fu rn i
ture section in a. Military Engineer Services (MES) 
Division in April--Sept~mber 1979, cl.iscrepancies in 
furniture items ~osting R . 4.8•1 lakhs, as evaluated 
by Garrison Engineer ( GE) of the Division were 
noticed. A C l o rdered o n 27th September 1979 with 
a Major a the Presiding Officer observed drnt · 

R egular q uarterly physical verification and 
I 00 per cent physical annual check of 
furniture were not being carried o ut. 

A number of issue vouche rs were unnum
hered, uncontrolled, some of the issue vou
chers were not available on records and 
lack of con tinui ty made the verifica tion 
haza rdous. 

A la rge number o f receipt vouchers were 
unnumbered and uncontrolled and hence 
no continuity existed. A number of these 
vouchers were not traceable. 

A number of Barrack D amage vouchers 
were uncont rolled . 

Jn view of records not being upto da te it 
was safe lo assume that a nnual stock ve1i
ficalion of furnitu re could not · have been 
complete and correct in all respects. 

The Cl bl amed 5 civil ian officials and l Naib 
Subedar for their lapses. As the findings of the CI 
did no t clearly quantify lbe extent of d iscrepancies, 
a second C T was o rdered in March 1980 for record
ing further iniormaiion relat ing to d iscrepancies of 
furniture. Thi CI finalis1:d in March J 98 1 assessed the 
amount of loss as R s. 3.96 lakhs. 

The General O fficer Comnrnnding-in-Chief ( GOC
in-C) o f Command'B' observed that the G E being 
ove rall incharge of the Division and havin<t failed to 

• => 
exercise proper command and control, could not be 
absolved of h is responsibility and that he sho uld be 
ca lled upon to make good a su m of R s. 3,000 to
wards the loss and show cause why s~vere dfaplcasure 



shoukJ not be conveyed to him. GOC-in-C also re7 
commended severe disciplinary action aga inst the 
Commander Works Engineer (CWE) for not taking 
notice of the irregularities in administration aud ac
coun ting. 

The Z onal Chief E ngineer stated in July 1985 
tha~ n pcna 1 recovery of R s. 3,000 each was made 
from the GE, a Subedar and a civilian oflicer in 
addi tion to d isciplinary action against 5 civilians. 

T he Regulation provides that when the character 
or Military reputa tion of an officer is Jilce1y to ~e a 
materia l issue, the presiding officer of the er where
ever p ossible, will be senior in rank to tha t offtc 'r. 
However , in this case involving deficiency of furni
ture costing Rs. 3.96 lakhs in an ME S Divisio.n in 
th~ charge of a M ajor the ·CI was presided over b y 
anbthcr 1'.fajor. The Presiding Officer did not 'recom
mend any recovery or action against the Major. The 
Ministry staled in November 1986 tha t in addit ion 
to recovery of Rs. 3,000 "recordable displeasure 
was administered to the GE as per directions of the 
GOC-in-C". T he M.inis try fu rlhcr added that the 
discrepancy arose at the time of handing and taking 
over by the subordinates working in a BSO S'ub-Divi
sion u nder the GE 's Division and as such GE 's res
ponsibi lity was not technically di rect and th e cha
racter or MjJitary reputatjon of the Major (GE) wac; 
not a material issue. T his contention of the M inis
t ry is not acceptable as the CI presided over by a 
l\.fajor held only the Junior Officers responsible 
wherea i,; because of fa ilure to exercise proper com
mand and control and existence of irregulari ties in 
accoun ting in h is Division the GE was awa rded "re
cordable severe disp!ea~ure'' by the GOC-in-C be
sides effecting recovery of Rs. 3,000. 

3.3 Command 'C' 

(a) Lo% due to M .T. accident cases 

In two A rmy Service Corps Battalions (ASC Bn) 
of Command 'C' 45 cases of Jcs<>e;; for which CTs 
were held clur ing 1982-83 and 1983-8 4(besides 20 
cases of 1984-85) were rep orted. In 43 cases of 
1982-R3 a nd 1983-84 the loss a mounting to R s. 8.:;>0 
lakhs was ordcrcd lrecommended to be borne by the 
State. In two cases of one ASC Bn per taining to the 
year 1982-83. the loss of R s. 0.74 Iakh was ordered 
to be recovered in Februa ry!March 1984 from the 
cwners of civil vehicles. The compensation claim 
was still in p rogress tiH October 1986. The losses in. 
5 cases out of 26 cases of 1982-83 and 9 cases out 
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of l 9 cases of 19 8 3-84 (besides 15 cases out of 20 'r-· 

cases of 1984-85) were yet to be regularised till 
December 1985. Thus, in 43 out of 45 cases the CI 
recemmenclcd loss to be borne by the State. 

( b) Promotion of Officers during pendcncy of Cl 

Discrepancies of steel items valued at Rs. 1.20 
lakhs were noticed during haoctingltal·ing over of the 
charge of an E ngineer Park in J uly 1983. A CI was 
ordered by Sub-Area HQ in June 1984 with a Major 
as P res iding Officer a nd the proceed ings completed 
in April 1985 were fi nally endorsed by the GOC-in-C 
on 24th D ecember 1985. Meanwhile th~ Officers 
in charge l' f the Division !Stores were promcted, one 
from the rank of a Major to Lt.Col. on 15th July 
1985 a nd the olher from Barrack Stores O fficer to °"' 
Sen ior Barrack Stores Officer on 1st Februa ry 1985. 

The Ministry st:ltcd in November 1986 tha t unt il 
the officers arc chaigesheeted, tbey ca nnot be re
garded as involved in any disciplinary case . The 
Ministry further added that the deta ils r equired for 
the finalisation of :h-;: chatgeshect against the BSO 
were awajted from the Command HQ. T he fact re
mains tha t the Offi cer was promoted during p en
dency cf the CT and the chargesheet could not be 
framed even after a period of about one year after 
the .proceedings of the CI were approved by the 
GOC-in-C. 

(c) Quantum of punishment vis-a-vis loss of R s. 14 
la khs sustained by Government due to proven 
misarpropriation of stores ordered to be born e 
by the State 

Uni t' P' issued certa in stores to unit'Q ' on 7th 
November 1981 which were duly receipted by the 
latter on 16th N ovember 1981 without physical 
movemen t of stores on the mutual u nrecorded 

understa nding of the then Commandants of the 
Unit 'P ' and Unit 'Q' for effecting economy ro tbe 
State and avoiding unneccssa~y haulage. The s tores · 
were agreed to be lifted afterwards. Th~rc was trans
fer of charge between the stock holders on 2 9th June 
1982 and thl· bandingltaking over certificates re
flected the ground balances as those en tered in the 
account cards. T l.us, the it ems which were supposed 
to be held (voud1~red off. to uni t l'n 7 th November 

.-. 
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1981 but stores not actually lifted) were not physically ~ 
found in stock of U nit 'P'. In November 1983 U nit •p· 
requested the Sub-Area to investiga te the matter 
through a staff CI. 

f .. 

,. 



.. 

·· ·The CI in their finilings brought out loss of un
dermentioned stores estimated to cost R s. 14 lak'hs, 

(a) Dynamo of sorts 480 Nos. 

(p) ~If starter of sorts 370 Nos. 

(c) '.lumature of sorts 1800 Nos. 

(d) Alternator of sorts 145 Nos. 

These stores were, however, priced at Rs. 1.33 lakhs 
only in May 1985 by internai audit as per last auc
tion rates for salvaged items even thou!!h the stores 
~ere selected for ·repairs. 

· .. T he court held the then Col!llllander(Salvage 
(.;oy) and a Havildar of_ the unit'P' responsible for 
i he lo~s of stores due ~o misappropriation, fraud and 
c~nrgcd the 3dministrntion of Units 'P' and 'Q' with 

>- · deviat ing from laid down procedure. . . 
. lo a case of proven rnisappropnatton involving 
~s. 14 lakhs as per court's conclusion facilitated by 
!}?P.-)if\ing ot ,stores arising out of mutual unrecorded 
Wlderstanding between Commandants of Units 'P' and 
'.Q', the loss was ordered ro be borne by the Stme ar.d 
t.he · disciplinary authority had · merely awarded the 
punishment of severe reprimand. Even the loss 
statement of R s. 1.33 Jakbs drawn up on 9th May 
1 985 (for the Joss of Rs. "14 lakhs as computed by 
the Cl) was awaiting regularisation till Februa'fy 
1986. 

(d)r M0nitoring of CI cases 

In a Sub Area it was noticed that tho~gh a regis
ter for moni ~oring the cases of Cls conyened by them 
<i:as maintained, no entry had been made therein at 
~i ll thereby i~dicating that proper and t imely mon
itoring of q s was not being done. 

The Ministry "tate<l in November 1986 that Army 
~::lQ have .been ad·•ised to i:.sue suitable instructions 
io all concerned for maintaining registers properly. 

3.4 Command 'D' 

(a) Delay in finalisation of CI 

· During handing!taking over of stores between t\\o 
Store Keepers o~ an 'MES Division in July · 19g4 
surplusesldeficiencies in tbe stock of timber · stores 
we.re reported. Th:: C\"/E l1rdered in August-September 
1984 a Board of onieerc; (BO) to carry out physical 
~tC: ck taking. The BO held in September. 1984 detect
ed ·deficiencies of stores valuing R s. 5 .14 lakhs and 
!.t1rpluses to the ~xten t or ·R c;. 0 .32 lakh. It was ob:
~crvcd that scverit l gate passes for the period ] ~79 on-

S/ 1 DADS/ 86-7 
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wards bore endorsement " Indent to follow". The defi
ciency in stock crept in because stores were being issue~ 
0n temporary chits in violation of existing orders 
and had not been regularlsed through proper. Indent. 
On 1 Och September 1984 the CWE reported th~ 
matter to the Station HQ requesting for holding a, 
CL The Station HQ in turn reported the mar.ter to. 
the Sub Area/ Area HQ and Army . HQ. On. lOtq 
November 1984 the Sub Area HQ ordered a staff 
CI to pinpoinr the responsibility for tbe·- loss· irregu
iarity. Although the CI was convened in Noverobei 
J 984 the proceedings ·thereof were finalised by the 
GOC-i.n-C on ·6th Fehruary 1986.' · 

The Ministry stated in .November 1986. that 'defay 
in finalisation of the CI was due to prolonged co'i.-.:. 
respondence between Station HQ, Sub Area!Area and 
C ommand HQ in regard to reconciliation of the· dis: 
crcpancies found in the Board proceedings . 

(b) Inadequate probing by a CI 

( i)During handing I taking over of .. items of . furni; 
tur~ in nnothcr MES Division on L4th February 
1984, a c;leficiency of furniture items valu;ng Rs. 2.49 
lakhs was notiCed. The shortage was c.har~d · 'off. 
from the furniture stock !edger. The Barrack .Stores 
Officer reported in !Febru·ary 1984 the matter ·to the 
GE. A prejjminary Inquiry ~as held on 9th March 
1984 and based on report of Inquiry dated . 27th 
March 1984 Station · f{Q ordered a CI in May 1984 
for investigating the circumstances leading to the 
occurrence of the loss and to pinpoint the resp onsi
bili ty. The Court examined the documents during 
the course of evidence condu.cted on 6th August 
1984 and subsequent days and forwarded the pro.; 
cecdings to Sub Area HQ. On receipt of proceedings 
of the CI the Sub Arca HQ observe<l on 5th Feb.:. 
ruary 1985 that thl! CI was inadequately conducted 
to the toUowing extent anp returned the proceedings 
to the Stat ion HQ in February' 1985: 

(a) The Court did not attach the number. of 
documents· examined nor djd it record any facts per
ta ining to these documents aft~r perusal. 

(b) The Court did not bring out the reasons 
J adini; to · th.:: huge discrepancy. The findings and 
opinion were more or less sp~culative. 

(c) All Office1s involved .in the chain of receipt of 
nl;! W furn iture Were not examined and documents 
pertaining to the transactions were not called for 
and perused. 



(d) The Court did not probe deeper into the case 
and scrutinise the ledgers, receipt.s, issue vouchers, 
proceedings of board held to accept!receive new 
items of t:urniture, issues made to units at various 
stages, stock taking board proceedings, distribution 
list of furni ture issued to various units, condemna
tion Board certificates of furniture' condemned and 
not auctioned, to reach certain conclusion. 

The CI rt'.-asscmbled and .opinicn <•n the proceed
ings was endorsed by the Station HQ on 22nd 
August 1985. Thereafter it was processed by the 
Sub Area!Area HQ and directions o[ the GOC-in-C 
were recorded on 25th August 1986. The Ministry 
stated in November 1'86 that disciplinary action! 
penal recoveries of part of the value of the discre
pancies from the concerned personnel were being 
processed. 

(ii)On 16th March 1982 a Command HQ re
ported a case of accident involving an ammunition 
manufactured in January 1980 within the shelf life 
of 8 years. On the basi~ of 'a technical investigation, 
the accident was attributed to loose !illing resulting 
in erratic burning leading to bursting of tubes. The 
entire lot of ammunition was sentenced as unservice
able by Army HQ on .11th . October 1983. The Am
munition Depot holding stock of the said lot of 
ammunition valuing Rs .. 0.46 lakh ordered a CI in 
October 1983-March 1985. The delay from Octo
ber 1983 to March 1985 was stated to be due to 
most of the Presitiing officer ~membcrs detailed for 
CI having been posted oul and Cl left uncompleted. 
The CI actually held in March 1985 opined that 
the Depot followed th1.:. correct procedure and negli
gence could not be pinpoinkd at this . belated stage 
and recommended the Joss to be written off: 

( c) Loss due to metallurgical defects in ammunition 

In May 1980, a Command HQ reported a case of 
accident which .9ccurred on 26th March 1980 with 
an imported ammunition manufactur.ed in 1968 hav
ing a shelf life of 18 years. A technical investigation 
attributed the accident to metallurgical defects in fin 
assemblies of the ammunition. In July 1981, the ~n
tire lot of ammunition w.as sentenced as unservice
able. An Ammunition Depot holding stock of said 
Jot of i::mmunition valuing Rs. 1. 13 lakhs ordered 
a CI on J 6th April 1982. The Court held on 4th 
November 1982 conducted the Inquiry, :md while 
recommending write off, opined on 22nd November 
1982 that downgradation was not due to lack of 
suitable storage accommodation or failure lo look 
after the articles properly while in storage. In May 
1985, after a periQd of 30 months the loss was regu'" 
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larisecl under orders of Government of India. The 
CI did not investigate as to why the defect could r . 
not be no.ticed at the time of inspection when am- · 
munition was imported. 

The Ministry stated in November 1986 that this 
aspect was not · investigated by · the CI probably 
because of passage of time ex-import and holding 
of CI. 

(d) Delay in finalisation of Cl 

(i) In February 1975, a Field Ordnance Depot 
(FOD) issu~d 1,10,163 nos. of jute bags to a Supply 
Depot (SD) of which 47,458 nos. of jute bags valuing 
Rs. 1.16 lakhs were not collected by the latter. The 
SD called for the issue vouchers in 1979 from FOD 
but no reply was sent by the latter. In January 1981, 
the SD again requested for the said vouchers in reply -4.. 

to which it w~s stated by FOO in .February 1981 that 
these documents we.re retainaible only for 3 years and 
therefore were destroyep. In Dee:ember 1983, the 
SD repQrted the matter to Sub Area HQ who directed 
the SD to approach Station HQ for holcli!}g a CL 
The SD approached the Station HQ in J anu~ry 1984, 
who ordered a CI in February 1984 to pinpoint the 
respons~bility for the loss. The proceedings of the 
CI were not finalised till September 1986. 

(ii) · In compliance with instructions of Army HQ. 
issued in October 1976, a FOD despatched 20,000 
no.s. of unserviceable bla-nkets . to a State Government 
for flood relief.· The FOD segregated 14,000 more 
unserviceable blankets for flood relief. Army HQ 
intimated in March 1977 that J!O further blankets 
were required for flood relief. Eventhough, a BO assem
bled in F ebruary 1977 recommended the disposal of 
segregated unserv[ceabfo blankets, the FOD took no 
action to dispose them of and the same remained 
stocked in open area exposed to weather hazards from 
March 1977 to 1979-, Attempts were made to dis
pose of these stock:> through auctions held in 1979 
and 1980 but th~se Jots did n2t attra..c.t any bid .. The 
FOO rep.orted in June 19·83 that these stocks had 
turned into dust due to prolonged stocking in the 
open. In July 1983, Sub Area HQ ordered a CI to 
investigate the circumstances under which 14,000 un
serviceable blankets valuing Rs. 0.96 lakh could not 
be disposed of. The CI held on 13th July 1983 
stated in their findings that no responsibility could be 
pin pointed at this bebted stage and therefore recom
mended the loss to be borne by the State. The pro
ceedings of the CI were submitted to Sub Area HQ 
in September: 1985. In May 1986 Sub Atea HQ 
remarked that no one was to be blamed for the loss 
and F OO should' take ad~quate measures to avoid 
such losses in future. 
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3.5 Command 'E' 

(a) Loss of Rs. 3.87 fakhs on account of non
link.ing of vouchers 

During the a udit of a Supply Depot in January
March 1966 the credit in respect of 5 consignor's issue 
vouchers for the following items could not be verified 
in the consignee's ledgers by Local Audit Officer 
(LAO). · 

J. Kerosene Oil (Superior) 1,04,400 litres in 696 Barrels of 
150 litres each. 

2. Kerosene Oil (Superior) 27,000 litres in 180 Barrels of 150 
litres each. 

3. DHPP (Diesel) 93,240 litres in 4662 nos. of 
jerricans. 

4. Vit 'C' 8,00,000 nos. 
5. Cauliflower 400.970 Kgs. 

Non-credit of the stores costing Rs. 3.87 lakhs in 
the ledgers of consignee was placed under objection 
by the LAO. During the period from 1966 to 1972 
eventhough there was exchange of letters between the 
concerned parties, these credits could not be linkecl 
and the whereabouts of the aforesaid stores were not 
known. The matter remained under correspondence 
between the con~ignor and the consignee units during 
the period August 1973 to June 1979 but credits 
could neither be linked nor could the whereabouts of 
the stores be located. 

ln July 1979 a stacement of case was prepared by 
the consignee unit and forwarded to Regional Audit 
Officer (RAO) for remarks. After obtaining RAO's 
remarks, the consignee unit prepared (August 1980) 
a loss statement for an amount of Rs. 3.87 lakhs and 
sent it to the Station HQ. The Station HQ ordered 
a CI only in F ebruary 1982. However, another CI 
was ordered in May 1982 by Sub Arca which could 
not make an}'. progress due to non-avai lability of 
members. A third CI was order~ in February 1984 
which opined in August 1984 about possible redirec
tion of stores to erstwhile supply point, as credits of 
the stores were not available iJ.!. the ledgers of the 
Supply Depot. F\)rtber, the Cl did not susp~ct any 
foulplay ai;id recommended. the loss to be wri~ten off. 
The opinion of the court was confirmed bv Sub Area 
Conunander in Septe:mber 19.84 with ti1e remarks 
that the case of non-tracing/crediting of stores was 
about 20 years old and all the {locuments had been 
destroyed/ were untraceable at that belated st~e. 
T ill September 1985 the loss had not been regularised 
by the Competent ;E:inancial Authority (CFA). 
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(b) Deficiencies of reproduction and technical 
stores costing R s. 4.51 lakhs 

On 2nd May 1982 an attempt .was made by a non 
commiss ioned officer and his accomplices to remove 
some printing papers f!._om unit 'R' but they were 
caught red handed . A CI was oroered in May 1982 
to investigate the aforesaid case. The investigatio11 
revcafed the following : 

(1) Discrepancies were noticed in all the 30 
items of reproduction stores and more stores 
were being charged off from the ledger than 
the actual consumption. 

(2) A theft of pJ:ioto films h!!d occurred on 27th 
April 1982. 

A BO was held between 19t4 October 1982 and 
18th January 1983 at unit 'R' to carry out the stock 
taking of reproduction/technical stores and to prepare 
list of shorfages, assigning reasons therefor. The 
board found deficiencies/surpluses of items borne on 
various ledgers, but could not find out the reasons for 

' deficie11cies/surpluses. It recommended that the sur~ 
pluses might be taken on ledger charge and dcficiencie:. 
regularised immediately. 

A CI ordered in April 1983 finaliseCI its proceedings 
in September 1983 _and assessed the cost of deficient 
items at Rs. 4.51 lakhs and was of the op in ion that 
discrepancies in the technical and reproduction stores 
occurred due to non-observance of laid down proce
dure for accounting and handling of stores and lack 
of supervision by supervising staff. Consequently two 
service persons were awarded rigorous im_prispnment 
and were dismissed from service and a non·cornmis
s ioned officer was reduced in rank. The summary 
of evidence against two officers was recorded. In 
respect of one officer d isciplinary proceedings were 
dropped by HQ 9f Copunand 'E' on 17th December 
1984 and administrative action was initiated. H ow
ever, in respect of the other officer no disciplinary 
action was contemplated. · 

. The CI also prepared a list of deficient items co8ting 
Rs. 4 .5 1 lakhs. The CI inter-alia recommended that 
a special audit of the unit be carried O'ftt and that 
surplus stores be adjusted against deficient stores of 
similar type. However, till March 1986 the loss had 
not been regularised eyen after a lapse of about 4 
years from the date of detection of Joss in April/ May 
1982. 

(c) Loss of copper wire valuing Rs. 1 .63 Jakhs 

Under telegraphic orders, followed by a signal of 
May 1980 from Command HQ, a special stocktaking 
was carried out in unit 'S' in May 1980 by a Brigadier 
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and "shortage of 3,644 Kgs of copper wire costing 
Rs. 1.63 lakhs ·approximately was noticed. A unit 
Cl was convened in July 1980 and a copy of the same 
was sent to Command HQ in November 1981. The 
bise was aJso reported to tbe CDA in June 1983 by 
Command HQ. A staff CI was ordered to be con
vened in July 1984 which was to be finalised by 10th 
August 1984 . The proceedings of the CI bad not 
been completed till March 1986. 

. The Ministry stated in November 1986 that pro
ceedings of the CI have been received at Command 
HQ for concurrence of the GOC-~-C and the same 
were under consideration. 

4. Non convening of Cls in significant ·case of losses 

Heavy consignments of coal were received in a 
RHSD for meeting the requirements of coal of various 
units/formations other than MES of Co.mmand 'C'. 
In this Depot 13,741.550 M.T. Qf coal were charged 
off frotn ledger charge for the period April 1982 to 
March 1984 on account .of short receipt of coal (other 
than foll missing_ wagons for which claims were pre
ferred with Railways). For the above quantity of 
coal received short in a total of 125 days, 746 loss 
statements for an aggregate amount of Rs. 26.74 Jakhs 
were prepared on the authority of equal number (746) 
of Stat ion BOs on the ground that the consignments 
bad been ~ked from tpe Collieries against 746 
railway receipts. One BO for loss against a railway 
receipt was the pattern even though the consignments 
were received in the unit on 125 cal_endar days and 
were taken on charge through Daily Balance sheets 
on 125 days. In 735 cases 13,540 M .T . of coal (out 
of 1,16,137 M.T. consigned) representing about 12 
'per cent was fou!1£1 short. Had the Depot consoli
dated the entire lass during a financial year two loss 
statements would have been sufficient. 'J:'his, however, 
would have in turn attracted powers of higher CFA. 

It was funher observed by Audit that freight charges 
of approximately R s. 200 per metric tonne paid to 
the railways had not been includ~ while working out 
the amount of loss in the different loss statements. 
Had these charges been added, the ·aggregate amount 

. of loss statements would have worked out to Rs. 54 
~akhs (approximately) against' Rs. 26.74 lakhs shown 
by the Depot. 

... The Station BO had all along stated that the losses 
of coal had occurred due to p ilferage enroute. Though 
heavy losses were involved, no CT was convened to 
investigate the losses. On one single day viz, 23rd 
September 1983. the Ioss of coal was heavy being 
954.700 M.T . valued a t Rs. 4 .39 lakhs (approximately) 
including freight. ' 

The Audit paragraph was issued to the Ministry on 
1st July 1986 but their reply pertaining to 9 sub-paras 
was still awaited (26th November 1986). The Minis
try, however, stated in November 1986 that there were 
a few common factors for delay in holding as well as 
finalisation of the CI as under : 

" Procedural delays o.n account of there be
ing a doubt as to whether the CI is to be 
held or not . 

Civil case also being involved as the matter 
has also to bt taken up with the Police in 
case of the theft. 

Because of non-availability in time of 
necessary documents/ evidence and of the 
witnesses for cross-examinations, etc." 

The Ministry further stated that with a view f() 

avoid delay in finalisation of CI proceedings discipli
nary cases and move of witnesses in connection with 
the disciplinary .cases, detailed instructions were issued 
by the Army HQ on 27th June 1984 and 10th Novem
ber 1986. 

5. To sum up : 

Outof 107 cases reviewed in Commands ·'A\ 
'B', 'D' and 'E' Cis were convened in the 
prescribed perjod of 15 days in 24 cases 
only (22 per cent) in Command 'A' and 
'B' while no case was fi11alised within this 
prescribed period in Commands 'D' and 'E'. 
In Commands 'A ', 'D' and 'E' Cis in t,e~ 
of 18 cases (56 per cent), 6 cases (to per 
cent) and. 8 cases (50 per cent) respectively 
were convened after a period of 1 year and 
above after the discoyery of the loss. 

Out of 195 cases reviewed in Commands 
'A', 'B', 'C', 'D' and 'E', only in 12 cases 
(6 per cent) CI proceedings w~re compl~ted 
within the prescribed period of 1 month in 
Commands 'A', 'B' and 'C' while no case 
was finalised within this prescribed period 
in Commands 'D' and 'E'. Of these 195 
cases reviewed, 42 cases (22 per cent) were 
finalised after a delay of one y~ar or more 
and another 16 cases (8 per cent) were 

·awaiting finalisation. 

A CI while 'recommending that loss of am
mul).ition worth Rs. 5.27 crores be written 
off did not state why there ammunition kept 
segregated for factory repairs could ~ot be 
taken up for rcpairJupgradation . The 
loss of R s. 5.27 crores had not been regula
rised till December 1985. 
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In 17 other' cases' of loss of ammuni~ion 
worth Rs. 36.28 lakhs within the shelf-life 
due to sub standard storage, the CI did 
not indicate whether adequate steps were 
taken to provide proper sto~ge and what 
remedial measures were to be taken to ~void 
similar loss in future. The CI recommen
ded the loss to be written off. The loss of 
Rs. 1.86 lakhs (i ~es) was regularised in 
January 1986; the reml\,ining loss of Rs. 
34.42 lakhs (15 cases) was yet (August 
1986) to be regularised.· 

A CI recomm~nded in April 1984 discipli
nary action against office.rs responsible for 
loss of medical stores valuing over Rs; 1 
lakh due to alterationsjtampering of records 
but disciplinary actionlproc~edings against 
2 Havildars was completed in November 
1985, and trial against one Major was com:
pleted in April 19-86. The confirmation 
of sentence is awaited fyom higher authori
ties in November 1986. The loss is yet to 
be regularised (Novembc;_r 1986). 

No responsibility for loss of cow peas valu
ing Rs. 0 .96 lakh coajd . be fixed even after 
5 years of the loss. The CI convened in 
June 1982 had not finalised its deliberations 
till August 1986. 

In one case a second CI was ordered . as 
the findings of the µrst CI did not clearly 
quantify the extent of discrepancies and cost 
thereof nor did CI pin point responsibility 
Jor each of the d~crepancy. The Regula
tions provide that whe12 the character or 
Military reputation of an officer is a material 
issue, the pre~iding officer of the CI 
wherever possible will be senior in rank to 
that officer. However, in a case involving 
deficiency of furniture costing Rs. 3.96 lakhs 
in MES division in charge of a Major the 
CI was presided over by another Major and 

not by an officer senior in rank. A penal 
recovery of only Rs. 3,000 each was reco
vered from the Major (GE), a Naib Subedar 
and a civilian as compared to total loss. 

Cis were not convened in cases of losses 
of coal valued at about Rs. 54 1akhs (app
rox.imately). Freight ~barges of approxi
mately Rs. 200 per MT paid to t_he Rail.ways 
were not included while working out the 
amount of loss in the different loss state
ments and consequcntJy losse; amounting 
to Rs. 54 lakbs were reported as Rs. 26.74 
lakhs only. 
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Two officers were promoted to higher ranks 
(one from Major to Lt. Col. on 15th July 
1985 and another from Barrack Stores Offi
cer to Senior Barrack Stores Officer 2n 1st 
February 1985) while a case of loss of steel 
items valUed at Rs. 1.70 lakhs noticed dur: 
ing July 1983 was finalised and en~orsed 
by the GOC-in-C in December 1985. The 
charge-sheet against the BSO was yet to be 
finalised (Nov~mber 1986). 

In a case of misappropriation and fraud in
volving Rs. 14 ~hs _worth of. repairable 
stores as assessed by the CI (lo~s priced at. 
Rs. 1.33 Wch~ by internal audit based on 
last auction rates for unserviceable stores) 
the. disciplinary authority h~ merely awar
ded the punishment of s~vere reprimand. 

Iii a Sub Area in Conur.aod 'C' even though 
a register for monitoring the cases, of Cls 
was maintained no entry had been made 
therein. 

A CI ordered by Sub Area HQ in Novem
ber 19 84 to · investigate the deficiency of 
furniture valuing Rs. 5.14 lakhs in Com
mand 'D' was finalised only in February 
1986. 

In another case of deficiency of furniture 
costing Rs. 2.49 lakhs in Command 'D ' 
revealed during F ebruary 1984, the CI was 
not properly conducted in that its fil!dings 
and opinion were more or less speculative 
and some of the officers al!.d documents were 
not examined. 

The Cls held in March 19-85 to investigate 
into an accident with . an ammunition on 
16th March 1982 could not pJ!i poipt any 
negligence for the failure of ammunition 
(cost : Rs. 0.46 lakh) due to passage of 
time. 

In a case of downgradation of ammunition, 
CI recommended write off of the ammuni
tion valuing Rs. 1.13 lakhs in November 
1982. The loss was regularised in May 
1985 after a lapse of 30 months. The CI 
did not investigate as to why the defect 
could not be noticed in inspection at the 
time of procurement. 

A CI to investigate a Joss of jute bags cost
ing Rs. 1.16 lakhs which occurred during 
February 1975 in Command 'D' was ordered 
after a lapse of 9 years in February 1984. 
The proceedings had not been finalised till 
September 1986. 



In a case of loss of unserviceable blankets 
costing Rs. 9.96 lakh, which were kept in 
the open during 1977- 79 b_y a POD in 
Command 'D' the Cl was held a(ter 4 years 
in July 1983 and the proceeding_s were finali
sed only in May 1986. 

Non-linking of stores in respect of 5 issue 
vouchers pertaining to the years 1963-64 
was pointed out by Jnternal audit in 1966. 
Two Cls to investigate the Joss of stores 
costing Rs. 3.87 lakbs were Q[dered in Feb
ruary 1982 and May 1982 i.e. after about 
1 9 years. BQth the Cls could not make 
progress due to non-availability .of members. 
A third CI was ordered in F~bruary 1984. 
But the documents having been destroyed/ 
not traceable, the CI r~mmended the loss 
to be writte~ off. The loss had not been 
regularised till September 1985. 

In a case of deficiency of reproduction and 
techn!cal stores costing Rs. 4 .51 lakhs finali
sation of Cl took 16 months. T}le CI re
commended special audit of the unit; the 
outcome of thi1) as Wtjll as regularisation of 
loss was awaited till March 1986. 

A CI to investigate into a loss of copper 
wires costing Rs. 1.63 lakhs in May 1980 
was convened in July 1980 and again in 
July 1984 for completion by August 1984 
but the proceedings had not been finalised 
till March 1986. 
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Even though a report about financial irre
gularities including losses, indicating inter 
alia amo~t of l9ss involved, . nature and 
period o~ irregularity and whether any en
quiry has bee_g ord<!red, disciplinary action 
taken/ proposed to be taken etc. is to be 
rendered by the CsDA concerned to the 
local statutory audit authorities it was not 
given in all the five commands. 

27. Procurement of Machine Honing Cylinder 

In November 1978, the Army Headquarters (HQ) 
placed an inpent on the supply wing of an Indian 
Mission abroad (Supply Wing) for supply of one 
Machine Honing Cylinder at , an estimated cost of 
Rs. 2.83 lakhs. The machine was to be delivered to 
a Central Ordnance Depot (COD) by June 1979. 
The Annual Provision Review carried out in October 
1977 disclosed a further deficiency ~f 10 machines 
but it was decided to procure 6 more machines and 
the balance 4 w!l's kept pending for subsequent 
procurement. Accordingly, in March 1979 the 
·Army HQ increasec;l the quantity to 7 at an esti
mated cost of Rs. 19.79 lakhs. The Supply Wing 
concluded · a contract for 7 machines with a foreign 
firm on 15th February 1980 at a total cost of 
DM 3,44,139.79(Rs. 14.07 lakhs), later amended 4 
in March 1980 to DM 3,64,719.79 (Rs. 14.92 lakhs). 
The contract stipulated a warranty period of 15 
months after the delivery, or 12 months after the 
arrival of stores at the ultimate destination in India, 
whichever was earlier. AJI the 7 mahcines were to 
be supplied to the COD within 13 months after 
receipt of order. 

On 16th May 1980 the Army HQ placed another 
indent on the Supply Wing for 2 more machines 
required for Base Worbhops 'A' and 'B'. The Army 
HQ informed the Supply Wing on 20th May 1980 
that the quantity ordered under the existing con
tract of 15th February 1980 should be increased by 
4 numbers. The Supply Wing concluded a fresh 
contract with the same foreign firm on 28th Novem~ 
ber 1980 for 6 machines(Qty. 2 against indent of 
16th May 1980 plus qty. 4· against Army HQ letter 
of 20th May 1980) at a total cost of DM 
3,26,960.83 (Rs. 13.37 lakhs), for supply within . 12 
months after receipt of the order. The warranty 
clause was the same as in the earlier contract. 

Against t'he contract of 15th Februarv 1980. 7 
machines were received and taken on charge ·by the 
COD on 30th June 1982 and were issued to 7 Base 
Workshops on 1st July 1982. 

The performancelutilisation of these machines as 
reported by the users is given below : 

User work
shop 

No. of machines Jssued by COD Received by Date on Remarks/performance of machine as re-
on workshop o n wh ich defects ported by the user 

intimated 

(I) (2) w ~ m w ---------·-------- - ----- ---------------------
'A' I 1st July 1982 March 1983 14th March (i) Machine not working satisfactorily. 

1983 (ii) Tool holder can hold on ly 4 sticks against 
18 honing sticks per holder. 

(iii) Expa nsion of honing stick is by hand 
against H ydraulic. 

( 



I 

• 

I 
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(1) (2) (3) (4) (5) (6) 

(iv) Length or the bed not sufficient to acco
mmodate jackets of T-SS engines. 

(v) The workshop requested the COD to 
issue disposal instructions. 

'B' 1st July I 982 December 1982 17th May 
1983 

(i) Machine not working satisfactorily. 
(ii) H ydraulic system faulty. 

(iii) Knocking sound causing vibration and 
with that foundations also start shaking. 

(iv) Machine giving jerk due to built-in 
characteristics in design and manufac
ture. 

(11) Machine not suitable for precision job of 
cylinder honing as jerk is injurious to 
accurate finish of products. 

(vi) Tiie Indian Agent of the supplier who 
visited the workshop confirmed that the 
jerks were due to built-in-characteristics 
in design. 

·c· 1st July 1982 September 1982 December 
1984 

(i) The defects were of minor nature and 
the same were recti.fied by workshop. 

"D' l 

•E• 

·o· 

'H' 

• 
1st July 1982 

1st July 1982 

Jst July 1982 

lst July 1982 

1982 

198! 

The Controllerate of Inspection, Engineering 
Equipmenl(CIE) to whom the defects were pointed . 
out by Base Workshop 'A' informed the Army HQ 
in August 1983 that while accepting the quotation 
of the foreign firm with reference to limited infor
mation availa~le with them they had suggested as 
early in December 1979 and January 1980 that 
user's opinion should also be obtained before con
cluding a contract. The CIE also pointed out that 
if there were any shortcomings, the same should 
have been reported after receipt of the confract of 
February 1980 so that remedial action could have 
been t'aken before supply commenced. The Ministry 
stated in Mirrch 1986 that though the ClE confirmed 
that the machines were technicaJlv acceptable, neither 
technical literature on these machines was made 

available to the CJE nor could the CIE check the 
machines at consignee's end a;; it was not irssociated 
with the inspection of machines at any stage. 

( ii) Machine not in regular use since its 
receipt. 

(i) Machine was installed in 1983. 

(ii) Machine not used being not provided with 
moving table hence not suitable for 
cylinder blocks having more than one 
bore. 

The Ministry of Defence (Ministry) re
ported in March 1986 that the possibility 
of fixing movable tables on these 
machines are being explored. 

(i) Workshop had no commitment per
taining to single cylinder engines 
and as such it could not be put to intend
ed use. 

Machine could not be put to proper use due 
to non-availability of movable table. . 

Defects/ Utilisation detaiis of the machine 
are not known. 

The additional quantity of 6 machines contracted 
for in November 1980 were received in the COD in 
December 1982. Of these 3 machines were issued 
to Base Workshop 'F in July 1984. The remaining 
3 machines were not issued to any Base Workshop 
till February 1985. The Warranty period was already 
over. 

The case revealed the folJowing points : 
Ont of 7 machines received in June 1982 
four machines costing Rs. 8.52 lakhs were 
found to be defective or urisuitable by the 
Base Workshops 'A', 'B', 'C' and 'D'. Two 
m::.chines costing Rs. 4.26 lakhs issued to 
Base Workshops 'E' and 'G' in July 1982 
could not be put to use as the workshops 
ha.d either no commitment pertaining to 
single cylinder engines or the movable 
table required for its use was not provid
ed. Information about performance of the 
remaining one machine is not available. 



Out of 6 machines received in December 
1982 three machines costing Rs. 6.68 lakhs 
were issued to Base Workshop 'F' in July 
1984 after over 18 months and the remaining 
3 machines costing Rs. 6.68 lakhs were lying 
in the COD (ill February 1985. The 
warranty period of these 6 machines had 
already expired before their issue. The 
information ·whether any defects were noticed 
in these 6 machiOcs was called for from the 
Ministry in June 1985 and tbc same is st'ill 
a"".aited (October 1986) . 

The Ministry of Defence stated in March 1986 
that: 

The machines have been procured witp 
fixed table which restricts its usage. ·The 
CIE while clearing the quotations had 
accepted the offer and as such machines 
have been procured. However, to utilise 
the machines to the maximum extent the 
manufactµrer has been approached for assess-' 
ing the feasibility of fixing t'.he movable 
table. 

Army HQ have beert requested to consti-:
tute a Court of Inquiry for fixing the res
ponsibility in the matter. They have also 
been requested to issue -instructions to the 
concerned Directorates to ayoid recur
rences of such instances 'in future. 

28. Non-utilisation of costly medical equipments pro
cu~ ffom abroad 

(i) A medical equiprnenr 'A' required for Cardiac 
.investigation was imported in February 1979 at a cost 
of $ i6.840. (Rs. 1.44 lakhs) for a Cari:lio Thoracic 
Centre ( CTC) of a -Military Hospital at station 'X'. 
The equipment was installed in April 1979 by the 
local agents of the foreign supplier, but its ECG 
monitoring system was found to be defective. Since 
the defect was within rile warranty period, er free 
replacement of the ECG monitoring system was 

· obtaine~ from the foreign supplier i,n Septcmbe1 1980. 
Though the replacement unit was received in September 
1980, thl! local agents could not make equipment 'A' 
functional resulting in che requisitioning of a consulling 
engineer in December 1982 who found thar th e 
ii;itegrated circuit of the e.quipment required rcplace
mei;it and requested the foreign s~pplier for sopply 
of the component. The component was received in 
November 1984 by post' but customs cleanmce could 
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not be effected till July 1986 resulting in the main 
equipment not being available for clinical use since its 
receipt in February 1979. 

.. , 

(ii) Another unit of medical equipment 'B ' im
ported at a cost of $ 48,950 (Rs. 4.55 lakhs) for- a 
P,mmand Hospital al the same station was re
ceived in Jan uary 1983. One of the two voltage sta
bilisers obtained for equipment'B' in July 1983 was 
found to be defective. Further some of the parts of 
equipment'B' were damaged during its installation. 
Due to delay in obtaining a voltage stabiliser and 
replacement of damaged parts i t was insta~ed in 
February l984 only. Rup~es 0.22 lakh were p'aid 

I 

as installation charges to the Indian agent cif the 
foreign firm. Due to overall shortage a Cardiologist 
could not be posted to the Command Hospital and ~ 
the equipment was lying unused. It was, therefore, 
transferred to a Military Hospital(CI'C) at the 
same station and installed there in August 1984. 
The equipment was. found to be defective and could 
not be put to use since then. The Indian agent or 
the foreign firm could not rectify the defects of the 
equipment due to non-availability of ser\fice eng
ineers. Although another Indian agent of the firm 
was located in November 1984, the equipment was 
repaired and made functional only in January 
] 986. 

The Ministry of Defence stated in August 1986 
that 

The component required for the equip
ment'A' has not yet been cleared from 
cus.toms. 

The functions of equipments 'A' and 'B' 
are almost similar .In the absence of 
equipments 'A' and 'B' the patients were 
referred to the civil institution including 
medical college for special investigation. 

The case reveals that two costly equipments imported 
a t a cbst of Rs. 5.99 lakhs for a Cardio Thoracic . . 
Centre of a Military Hospital / Command Hospital 
remained unutilised since rheir installation m 197? 
and 1984 because o[ defects noticed· after their 
installation. While the defects in equipment 'A' 
( cosr : Rs. 1.44 lakbs) received in February 197·9 
bad nut been rectified so far(August 1986), equip
ment 'B' (cost : Rs. 4 .55 lakhs) could be made fun e
,tional only in January .1986 after three years of its 
receipt in India. 

< 

I 

I 
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29. Wasteful expenditure on the procurement of 
-r plastic water bottles with cover 

(a) Army Headquarters(HQ) placed in F ebruary 
1984 an order on firm 'A' for supply of 40,000 
'Plastic Water bottles with cover' (hereafter called 
stores) at a cost of Rs. 6.40 lakhs with t'he stipulation 
that r11e supply be made FOR Station 'X'. The 
[nspcctorate of Genera] Stores (IGS) locared at 
St'ation 'X' and the C0ntro!leratc of Inspection, 
G eneral Stores (CIGS) located at Station 'Y' were 
nominated as the 'Inspecting Officer' and 'Inspec
tion Authority' respectively. Ninety five per cent 
advance payment was to be made to the firm on 
proof of despatch of stores after approval by the 
fnspecting Officer and the balance 5 per cent after 
receipt of th e stores in full and good condition As 

~ per general conditions of the contract appended to 
the supply order the consignee had a ·right to reject 
the stores within 45 days of actual delivery at desti
nation if the stores were not in all respects in con
formity with the terms and conditions of the con
tract "whether on account of any Joss, deteriora
tion or damage before despatch or delivery or dur
ing transit or otherwise howsoever". According to 
the warrant'y clause of the supply order of Febniary 
1984, the stores carried a warranty of 12 months 
against defective material, workmanship and per
formance from the date of receipt by the consignee. 
On 10th August 1984 an amendment was added to 
the warranty clause that the contractcr supplying 
such defective stores shall accept a suitable price 
penalty for defective stores as may be decided hy 
the Purchase Officer on the recommendations of 
the consign ee!Inspection Authority. 

The entire quantity of stores duly inspected by 
the Inspecting Officer in October 1984 was received 
by the consignee Central Ordna·nce .Depot (COD) 
located at Station'Y' during December 1984 to 
Mav 1985. A sum ~f Rs. 6.08 lakhs representing 
95 ·per cent cost of the Hores supplied was paid to 
the firm on ~roof of despat'ch of the stores after 
approval by the Inspecting Officer. As per the ins
tructions issued by the CIGS in D ecember 1984, 
the entire stock was kept segregated for carrying 
out 'standard check'. On 26th M arch 1985 the 
CIGS asked the Commandant COD to reject the 
whole con~ignment by . exercising the right of rejec
tion unda the warranty clause as under the'stand
ard .check' the stores could not withstand the 'drop 
test' and had major defects. 

After over 3t to 4t months of the receipr of 
s toresireport of CIGS the Comm·andant COD in
forme-d fi rm'A' on 23rd August 1985 of the rejec-
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tion of the whole consignment. He did not, how
ever, sp.!ll out the reasons for the rejeCtion of the 
stcres no.r did he specify the clause of the supply 
order under which the stores were rejected even 
though this was advised by CIGS. 

As re&sons for rejection had not been notified by 
the Commandant COD while rejecting the stores, 
firm'A' did not accept the rejection and informed 
the Army HQ accordingly in September 1985. The 
firm further informed the Army HQ and the Com
mandant COD in October 1985 that the rejection 
was not bi!1ding on it legally as the 'lame had not 
been communicated within 45 days of the receipt 
of the stores by the consignee. This contention of 
the firm was not correct as under the warranty cla
use the firm was liable to replace the defective 
stores for which claim was preferred within 12 
months. Jn ~pi tc of · this the COD could not enforce 
the claim. 

(b) Army HQ placed in September 1984 another 
supply order with similar terms as at (a) above on 
firm 'B' for supply of 58,000 number of similar stores 
at a cost of R s. 10.61 la'kbs FOR St'ation 'X'. 

At the instance of the CIGS, a consignment con
sisting of 29,500 plastic water bottles duly passed 
by the Tnspecting _Officer in January 1985, and re
ceived in the COD during February-June 1985 was 
segregated for 'standard check'. A sum of Rs. 5.13 
Iakhs reoresenting 95 per cent cost of the stores · 
was paid. to the firm. On 30th April 1985 the CIGS 
asked the Commandant COD to reject the entire 
stores on the same grounds as in (a) above. After 
about 3t ro 4t months 0f the receipt of stores/ 
report of the CIGS, the Commandant COD in
formed fi rm'B' on 13th September 1985 of the re
jection of the whole consignment but did not spell 
out the reasons for the rejection nor did he indicate 
the clause of the supply order under which the re
jec.tion was made even though this was advised by 
CIGS. 

Jn September!November 1985 firm'B' also in~ 
formed the COD that it did not accept the rejection 
on grounds similar to those given by firm'A' as 
at(a ) above. 

T he Minis try of Defence stated in September 
1986 that : 

In respec t of stores supplied by firm'A' 
the test report of CIGS was received after 
120 days from the date of receipt of first 
consignment in the Depot and till the en-
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tire consignment was received it wo uld 
have been inco rrect to reject the stores 
which were not r eceived in t'he Depo t. 
(This contention of the Ministry is not 
accep table as rhe stores were received ·i n 
part during the period fro m 1st December 
19 84 to 6th May 1985 . Tho ug h the CIG S 
asked the Commandant COD o n 26 th 
M arch 1 98~ to r eject the whole co nsign
m ent. the same was done by the latte r 
o uly on 23 rd A ugust 1985). 

'T he entire quanti ty of sto res supplied by 
firms ' A' and 'B ' were undergoing drop 
tes ts and the supplies fou nd defec tive 
wo uld be replaced by the firms. 

An a mount of Rs. 64 ,7 12 had been r e
covered from fi rm 'A ' . 

The case .reveals that : 

T he en tire quantity o f the s tores(viz . 
69 5 00 numbers) which were duly pre
in spectecl and passed fo r acceptance b y 
the D efence T nspecting Officer were found 
to be defect ive and unaccep table on the ir 
receipt a r the ccnsigne~·s end. Sub-standard 
stores costing R s. l 1.80 la khs for whic h 
firms .'A ' and 'B' had al ready been paid 
R s. 11.21 hkhs represe nting 95 per Cetl t 
payment were lying in COD · unused and 
unissued fro m D ecember 1984 / June i 985 
o nwards. 

The Commandant COD took 3t to 4 t 
months in informing firms ' A ' and 'B ' abo u t 
reject io n o f the stores after receipt of the 
torcs iresu lts o f standa rd check. · 

30. Loss due to non-insurance oE imported Defence 
Stores 

Claims fo r shortland(l ng/ damaged ca rgo against 
Shipping Comp~nies, who are signa to ries to the Gnlc.I 
C lause Agreement. were settled on perce~tage bas is 
subject to liability being li mired to a maximum of 
£ 400 per package irr~;;pectiv·:! of the cost of consign
ment in the package . W ith a view to avoid ing heavy 
losses to the Defence Department and secur ing fu ll 
compensation for costly equipment short landed / 
damaged, the Government d irected in October 198 3 
that either of the following courses, whichever was 
eco no mica l, sho uld be adopted : 

(i) Sto res substan t ia lly more than £ .100 be in
sured with the Indian Insurance Companies 
which are Publ'ic Sector U ndertak ings. 
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(ii) If insurance charg.'!5 for sto res/p ackage valu-
eu a t more tha n £ 400 are more than 3 r · 
per cent ad-valorem , then the nature &nd 
value of stores be declared on the Bill of 
Lading. 

In Februa ry 1983, the Min istry of Defence (Minis
try ) ente red into a contract for the import of 45 n um
bers of a pa rticular type of vehic1e alongwith spares 
and special m aintena nce tools. T hese were shipped in 
5 co ns ig nments during J anu<iry-Apri l' 1984. Out o.f 
the first consignment of 10 vehicles sh ipped in January 
1984, one veh icle was lost a t sea and the remaining 
9 vehicles were received in a damaged cond itio n in 
F eb ruary 1984. However, the consignment had no t 
been insured in accorc..lance w ith the Government 
d irections.' 

M ent ion was made in paragraph 25 of the R epo rt 
of the Comptrolle r a nd A uditor General of India for 
the year 19 84-85, Union G overnment (Defence Ser
vices) about the vehicle which was lost a t sea and for 
which a claim for R s. 30 .94 lakhs was pre(errec.I by 
Embarkatio n Headq uarters (HQ) on the shipping 
company in May 1984. The claim was ad mi tted by 
the latter in March 1985 for 'o nly R s. 0 .06 lakh on 
the pica tha t, as a signatory to the G old C lause Agree
men t, their ma ximum liabi lity per package was res
tricrcd · to only £ 400. The Ministry sta ted in Septem
ber 1985 that the cla im for R s. 0 .06 lakh admitted 
by the Shipping Compa1~y was under d ispute and was 
not acc~pted o n the ground that the goods were 
wro ngly loaded on the deck instead of under the deck, 
which was a "delibernte fraud" by the shipping com
pany. It was fur ther noticed tha t the remaining nine 
vehidcs which were received on 17th F ebruary 19.84 
were fo und to be in damaged condition as per survey 
held " n 23 rd F ebruary 1984 as t.h~y . were brough t 
by the vessel on deck instead of being loaded i nto the 
hold . A cla im for R s. 24.90 ll;lkhs was lodged in 
August 1984 with the sn ipping company toward s cost 
of danrnges to 6 veh icles, the remaining 3 vehicles 
having been repaired by suppliers' team free o f charge. 

Th e shipping company demanded in O ctober 1984 
a re-survey by their technical team to co nsider the 
claim o n its merits . Survey was conducted on 31st 
July I 985 but the survey r epo rt wa$ not made avail
able to the C entral Vehicle Depot. C onseq uently, after 
disc11ssio ns with the E mbarkat ion HQ, the shipp :ng 
co mpa ny made 3 11 offer in December 1985 of R s. 20 
lakhs in full and fi nal se ttlement o f the cla ims, for 
both Joss of o ne veh icle and damages to the other "( 
veh icles a mounting together ro R s. 55.84 Jakhs. T he 
offer is still pending (25th Sep tember 1986) . 

The M in istry stated in September 1986 that : 

t 



The orders of October 1983 were under re
view and subsequently modified in March 
1984. 

Negotiations with the carriers arc being held 
by the M inistry through Department of Sur
face Transrort and a final dedsion regard
ing the accepta nce or otherwise of the offer 
of R . 20 lakhs in full and fina l setllement 
of the claims has not yet been taken. 
R epair of the vehicles was yet to be under
taken. 

As tbe shipment of the consignment took place 

only in Jan uary 1984 tile goods should have been 
insured in the manner indicafr<l in the Mini!>try's ins-
truct ion issued in Octob.cr 1983 tO cover full :i<;k of 
any loss en route. As a result of not observing th~ pro-

~ ceclure outl ined in the Government instructions of 
·October 1983, there will be. a loss, which could have 
beeq avoided , of about Rs. 35.8:1- lakhs even if the 
offer uf R s. 20 lakhs made by the shipping company 
in full and furnl settlement of the claim is accepted . 
1 n the meantime, six damaged vehicles imported at a 
cost of R s. 1.86 crores have been awai ting (Septem
ber 1986) repairs m a Central Vehicle iD.:!pOt since 
February 1984. 

31. Avoidable expenditure due to delay in procure- . 
m~nt/ commissioning of a dairy plant 

M inistry of Defence (Ministry) accorded sanction 
in Febru ary 1972 for procurement of certain items of 
plant anci machinery for pasteurisation of milk in re
placement of old condemned plant and machi nery in 
a Military Farm (MF) at Statio11 'A' at an estimated 
cost of Rs. 2.37 lakhs. Army H eadquarters (HQ) 
placed in December 1972 an indent on Director G.::ne
ral of Suppl ies and D isposals (DGSD) for supply of 
the equipment. Since the lowest tender received was 
for Rs. 5. 77 lakhs again5t the sanctioned amount of 
Rs. 2.3 7 lakh s tbe case was processed for revised sanc
tion. Jn the meantime vafidity of the tenders had ex
pired and the DGSD cancelled the indent: A fresh 
indent was placed on the DGSP in July 1974 for 
ar ranging supply and installat ion of plant at an esti
mated cost of Rs. 5.96 lakhs for delivery by Decem
ber 1974. In April 1975 the proposal was dropped by 
lhe Anny HQ due to increase in the pric~ even th,ough 
a revised sanction for the plant in questi£lll at a total 
cost of R !>. 5.96 lakhs was iss.ued by the M inistry 
earl ier in March 1975. 

The position was reviewed and procurement of 
certain equi pment like milk receiving tank . milk blend-

.....,. ing .ta nk etc. was· dropped and in October 19-75, Army 
HQ placed a fresh operational indent on DGSD for 
supply. erection and commissioning of a pasteurisa-
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tion plant at a total cos( of Rs. 5.95 lakhs. In August 
1976 tll l.'. cfficcr incharge of MF reported to Deputy 
O:;·ector, Military Farms (DDMF) that "the Officer 
Com manding Station Health Organisation inspected 
the MF :HJ(! he had objected the fl:'lc;tew i. at ion of m'lk 
by ice·' . Tile DGSD concl uded a c:o11 t!·act in Novem
b.:-r 1975 wit h a firm for supply, erect ion J nd commi c;
;; inni ng of the plant al. a total cosr nf Rs. 4. 91 lakhs 
with complet ion of supplic<; by 31 sr January 1977 
anl1 erection/commission ing by 30th April 1977 
whicli wc(e furt her extended upto 15th March 1973 
and 15111 May l 978 respectively. 

Tbe boiler was supplied by the firm during Febru
arv 1977 and the plant in May 1978 but could not 
be ino;;t:i llecl as the fou[ldat ion req ui red fo r installat ion 
of the r lant was to be constructed as per the draw
ings lo be suppl ied by the fir m. The fi rm submitted the 
layout drawings in June 1978 and simultaneously de
ta ~ !ed the ir erection teain to supervise the construction 
of the fou ndation . The tc:::m started erectioq during 
September 1978 so that work could be completed by 
March 1979. The DDMF at Station 'A' stated on 
24th December 1985 that the work came to a stand
still in March 1979, as the erection team wa perhaps 
incompetent and they cou ld not lay the plant accord
ing to their own drawing and went back leavi ng ~rec
tion of the plant incomplete. A sum of Rs. 3.83 lakhs 
was paid . to the fi rm on account of 90 per cent of the 
cost of supply of. the- store11 after initial inspection and 
on proof. ~f despdt1 h of the store? to the cons ignee. 

Earl ier in February 1979, the Command HQ in· 
formed the Director General Military F arms (DGMF ) 
that alt civil works related fo the commission ing of 
the plant had been completed by October 1978 at a 
cost of Rs. 2 1,500, compressor inclue ing pumps instal
led and the balance work was expected to be com
pleted by March 1979. The date of comm:ssioning of 
the plant was extended by the DGSD for the last time 
upto 15th April 1985 though the DMF, Army HQ 
had earl ier requested the DGSD in June 1979 to ter
mj nate the contract and get the work completed at the 
risk and cost of the fi rm. The plant has not been com-· 
missioned so fa r (August 1986). 

The Officer-in-Charge MF had earlier reporre~ m 

June 1982 that due to the non-commiss ion ing of the 
plant, mi lk was being chilled by ic~, an old process by 
which the MF was put to a recurring loss of Rs. 4,510 
per month . 

The Controllerate of Insp~ction (CIE) asked the 
firm in July 1984 to complete the installation work by 
)5th September 1984, failing which the work would 
be got done at its r isk and cost . In September 1984 
the DGMF Army HQ informed \he DGSD th at the 
firm could not complete rbc work within the notice 



period 911d requested the latter to get the work com
pleted at its risk and cost through other agency. In 
April 1985 the Command HQ asked the DGM~ Anny 
HQ to approach the Ministry for an early actton. In 
December 1985 the Command HQ inter alia stated 
that the plant had not been installed and some modus 
operandi in line with legal advice was being evolved 
to complete the supply and erection of the plant. The 
DGSD terminated the contract on 10th December 
1985 at the risk and (;OSt of defaulting firm. 

The Ministry stated in Novembe_r 1985/August 
1 986 that : _ .h 

Tn January 1986, Army HQ directed the 
Command HQ: 

(a) to bold a Station Board of Officers (SBO) 
to take stock of the stores supplie.d by the 
firm and to assess their condition ; • 

(b) to procure the missing parts and to issue 
tenders for completing the erectio~ work; 
and 

( c) lo get invcstiga lion done by a Court of 
.Inquiry of the abnprmal delay of nine 
years in the completion of a smalI dairy 
project and to suggest remedial measures. 

Th0 procee~ings of the SBO assembled in 
August 1986 were awaited. The plant has 
not been commissioned so far (August 
1986) . . 

The CIE is responsible to carry 0ut the 
technical scrutiny of the tenders rec~ived and 
to assess the capa~ility of the tenderers for 
completing the co.ntracts successfully. All 
s;tores Sltpplied by the tenderer and installa
tion and c_ommissioning of the pfant are also 
inspected for acceptance by the CJE. T hus, 
CIE is responsible for the technical aspects 
of the ipdent . 

The DGSD who was responsible for com
mercial matters of concluding the contract, 
dcspi1e Army HQ and CIE's agvice not 
to place order on this firm which was totally 
new and inexperienced, awarded the con
tract to a new firm which failed to complete 
the job and the details of loss suffered by the 
!vtF a"[9ngwith the expenditure incurred on 
getting the balance work completed at the 
r isk and cost of the firm will be intimated 
to DGSD for filing a claim against the de. 
fault ing firm. · 

- The fl.rm was not traceable during 1981 
to April 1985. ,... 

The case revealed : 

The dairy plant sanctioned in 1972, which 
was required for replacement of old con
demned plant and machine1:y, could not be 
installed and commissioned even after a 
lapse of over 14 years. 

The MF had co incur an avoidable expendi

ture of Rs. 5 .05 lakhs on chilling of milk 
for supply to troops from May 197? (the 
scheduled date of commissioning of the 
plant) to August 1986. In addition milk pro
cessing with ice was considered as "health 
hazard to the troops" . 

Rupees 3.83 lakbs paid as advance to the 
firm for supply of the plant in addition to 
R s. 0.21 lakh spent for. completion of civil 
works remained unfruitful. 

32. Procurement o[ snipper l"ifles with telescope 

Jn July 1980, the Army Head'l_uarters (Indentor) 
ia ised an ' urgent' indent for procurement of 24 num
bers of sniper rifles with telescope (day and night) 
(Bolt action) on the Supply Wing of an Indian M is
sion abroad (Supply Wing). Offers of rJuee firms 'A', 
'B' and 'C' for BF 54,4 10 (£ 680), DM 5,820 
(£ 1,164) and BF 37,000 (£ 462) each respectively 
received in respon se to a limited tender enquiry issued 
(24th September 1980) by the Supply Wing were 
forwarded (Novembcr-D~cembcr 1980) to the indentor 
for study and a-cceptaucc. The indenror stated 
(19th December 1980) that the stores were to be 
procured from firm 'B ' as a proprietary article certi
fica te (PAC) had already been issued (30th August 
1980) in favour of that fir,n. 

The Jinn 'B'. in their quotation of 16th October 
1980, had offered 'Sniper Rifle ..... . . ..... with distance 
regulation, with mount for night . vision device, wit.h 
carrying case' . The price of DM 5,820 each offered 

· by the firm in October I 980 was reduced (January 
1981) to DM 5,400 eacn after telephonic negotiarions. 
Although description of the item in the firm's quota
tion did not exactly agree with the details given in 
the indent, a contract valued at DM 129,600 was 
placed on that firm on · 27th Fepruary 1981 without 
referring th~ matter to the indentor ; the description 
of the item in the contract was, however, given by 
the Supply Wing as detailed in the indent. 

While acknowledging receipt of the order on 24th 
March 1981, firm '13' poinred out that they had offered 



only "a sniper ri.lle with telescope for the day and 
scope mount for the night vision device but not a 
sniper rifle wi th telescope (day and night)". The 
fum's com munication W.!t_S forw~rded by the Supply 
Wing to the indentor on 1st April 1981 for comments. 
There was no response from the indenter. In October 
J 982, however, the indcntor stated that since the des
cription of the item in the contract conformed to the 
descript ion as per the indent, no comments were 
deemed necessary. T he Ministry of D efence stated 
(September 1986) that as th e contract was concluded 
specifically for Snip~r Rilles with telescope (day and 
night sight) (Bolt Actior1), on receipt of the firm's 
letter dared 24th M arch 1981 , the contract should 
have bee1J cancelled / modified by thr Supply \Ning. 

During inspection of the ,&.Onsignment, after receipt 
,,_ in India, it was observed (.m'ne 1982) , that the tele

scope n ight devices were not provided with the rifles. 
At the instance of in den to r (July 1982), the discre
pancy was taken up by the Supply Wing with the sup
pl ier who stated (August 19-82) that the supply was 
according to their quo tation as clarified in March 
1981. While advising the indentor to raise a Cresh in
dent for night vision devices, the Supply Wing ad
m itted (January 1983) that " the fact is that the firm 
offered an item without night vision devices and we 
placed the contract thinking that night vision devices 
were ·included in the offer" . 
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Jn this connection, the foUowing points arise : 

(i) Then.! was a vital di.ffer~ce between the· des
cription of the item as per the indent and 
that in the firm's quotation. Both the Supply 
Wing and the indentor failed to scrutinise 
tl1e firm's quotation p~operly before placing 
the order. The supply order describing the 
item as one with night visio_n devices was 
not in accorda11ce with the firm'~ · quote and 
was erropeous. The indentor failed to rea
lize the correct position ev~1 on the basis 
of the firm's clarificat ion of March 1981. 
The Ministry of Defcnc~ stated (Septem
ber 1986) that it was true that both the 
Supply Wing and the indentor should have 
carefully scrurin ized the quotation as well 
as further clarification give~ by the fi rm after 
the contract was placed. 

(ii) T he goods were accepted on supplier's war
ranty without inspection by the Supply 
Wing. The Supply Wing agree_d (May 1986) 
that the usual condition of inspection as 
per the standard conditions o( contract of 
the Supply Wing was waived without any 
'specific approval ' . The discrepancy in tffc 

good~ supplied by the firm vi~-a-vis those 
mentioned in the contr_f!ct could not there
fore be located before shipn;tent of stores to 
the indentor. 

(iii) the indenter stated (D ecember 1984) that in 
the absence of night vision sights, the utili
sation of the r ifles is restricted to employ
ment d uring the day. M ilitary stores worth 
DM 129,600 (R s. 5.26 lakhs) procured to 
meet an urgent requirement .in July 1980 
w~re, thus, procured in s_uch a way that even 
after a lapse of 6 years tJ1ese do not meet 
the exact requirement of the Jndentor. The 
Ministry of D efe nce admitled (September 
1985) _ that in the intervening period the 
user unit was handicapped by having to res
trict the use of the equipment. The Ministry 
also stated (September 1985.) that Army 
H eadquarters, on the advice of the Supply 
Wing, had since placed orders on the Sup
ply Wing to acqui~e 11ight vis ion devices. 
Jn September 1986, the Ministry-of D efence 
s~ated that indent for procurement of night 
sight for equipment alr~ady received, had 
no t been placed. 

33. Delay in obtaining free replacemem of medi
cines deteriorating prematurely 

. Orders placed by the Director General Supplies and 
Disposals (DGSD) , the Dircct0r General Armed 
Forces Medical Services (DGAFMS) and the Armed 
Forces Medical Store D epot (AFMSD) on firms for 
the supply of medica[ sro res to the Armed Forces 
stipulate that in cast: of premature deterioration of 
medicines, free replacement will be made by the 
suppliers. Losses, if any, due to deteriorat'ion or loss 
of potency of biologkal or other produ:.:ts during the 
prescribed li[c are also required to be made good by 
the suppliers. It was noticed in Audit thar claims pre
ferred by the DGAFMS and the AFMSD 'A' for free 
replacement of medicines costing R s. 9.99 Jakhs which 
deteriorated prematurely in AFMSDA' during 1979 
to 1984 had not been made good by the suppliers. 
Out of this, the V<llue of defective medicines await
ing replacement for over 3 to 6 years was R s. 7.09 
lak.hs. The Officer Commandin.:i; of the depot 
expressed his inability to initiate any legal action 
against defaulting suppliers and stated in J anuary 
1986 that " although it is mentioned in the supply 
orders that the suppliers will make good the defective 
stocks, (here was no indication of any legal provisions 
which can be initiated by the purchasing authority 
in case of failure ~ nc n-iuitialion cf artir n by firn1 con 
cerned " . 



Tbe Officer Conunanding AFMSD'A' informed the 
DGAFMS and Audit in September 1986 that "At 
no stage legal advice was ·ought for /obtained on the 
option open to the department under the Drug Act 
to enforce · the warranty clause by th is depot on rele
vant supply orders. Such · a course was pos ibly not 
taken since definjtc and ;!!abora tc instructions were 
never ' issued by any authori ty". 

Apart from AFMSD 'A', there urc two other 
Depors 'B ' and 'C' in which prematurely deteriorated 
med icines cos ting Rs. 5.71 la khs and R s. 9.86 lakhs 
respectively a re awaiting re placement for 1 to 11 years . 

Minhtry of Defence stated in September 1986 
that: 

A suitable clause is being incorpora.ted in future 
supply orders by DGAFMS / AFMSDs re-

. gardlng time bot?nd replacement s of defect'ive 
stocks; fa iling this ei ther recoveries would 
be made from pending bills or legal action 
would be in.i ti J tr d . 

A proposal on similar lines is being taken up 
with DGSD in respect of purchases made through 
them. 

Non-replacement of inediclnes which had deteriora
ted prematurely resulred in lo.s/blocking o( funds to 
tbe tune of R s. 25.56 lakhs during the last 1 to 11 
years (September 1986). 

34. Loss due lo delay in pointing out short / defective 
supply 

An indent for procur..!mcnt of certain stores/eq uip
ment was placed by Thal Sena Mukhyalaya on the 
Supply Wing of an l ndian Mission abroad in ·December 
1978. Since the inden led item~ were out of prod uc
tion the User D irectorate app1oved procurement of 
in lieu items in July 1979. The Directorate of 
OrdJrnncc Services, however, approached the Supply 
Wing only in September 1980 to procure the items. 
After a gap of 16 months. the Supply Wing asked 
the User Directorate (or additiona l foreign exchange 
in J anuary 1982. In April 1932, the User Directorate 
reduced the quantity of items indented from 17 to 4 
to· bring the cost within the sanctioned ::-mount. The 
contract for supply of these items was concluded by 
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the Supply Wing in July 1982 at a cost of $ 1,25,060. 
The co nsignment was despatched in November 1982 r 
by the foreign firm a nd received in J consignee depot 
in i\pril 1983. Accord ing to the inspection report 
issuea by the consignee d~pot in Ma rch 1984 , 2 items 
·valuing$ 15,195 were fuuod defective and 110 items 
valuing $10,600 were fo und short. Defective items 
have since been repa ired by the Indian agc111 of the 
foreign supplier. T he items received short have not 

been made good. The following points emerge: 

(a) Apart from the initial delay in processing the 
indent, it was ob ervetl that the equipment for whi"ch 
the stores were required was declared obsolete on 
3 1st July 1980. The User Directorate, however, 
stated that the imported parts could be used on other 
equipment. 

(b) 111 accordance with th e in !-:. truct ions issued by 
the Ministry of External Affai rs in J anuary 1979. the 
Supply Wing is required to bring point edly to the 
notice of the i ndente r or the ultimale consignee as 
the case may be as follows: 

" lt wou ld be appreciat ed ii 0 11 receipt of stores 
ordered, immediate scrut iny is made with 
the invoice and the bill of lading and defi
ciencies, if any, are reported to the Supply 
Wing withiJl 45 days". 

No such instructions W.:!rc, however, sent to the 
indentor jconsignee by tbe Supply Wing. 

(c) According to the terms and con"ditions of the 
contract the period of warranty was 15 months after 
delivery of the slores or 12 months after tbei.r arri
' al at ultimate dest ination in India wruchever was 
earlier. Though the warranty period expired in 
February 1984 the inspec.:t iun report for rhe stores 
was p repared by the consignee in March 1984 i.e. 
12 months after the receipt of stores by them and 
one month after the expiry of warra nty period. 

Thus fai lure of the Supply Wing lo br ing to the 
notice of the inden tor the need for immediate in -
pection on receipt of stores and subsequent delay in 
poin ting out short supply resullcd in a los of $10,600 
(Rs. 1.12 la.khs) . 



CHAPTER 7 

ATR FORCF. 

35. Induction of an aircraft in the Indian Air Force 
Based on the recomm ~~ndation'> of a team which 

evaluated various aircr01ft fo r the deco penetration 
str ike role, the Cabinet Comrn:ttee 0n Political Affairs 
(CCPA) approved in October ·L978 the acquisition 
of 'P' number of aircra ft 'A' for maintaining ·Q ' 
number of squadrons for the Air Force. 26.7 per 
cent of the ai rcraft were to be procured in a fly away 
condition from foreign manufadurcr 'X' and the 
balance 73 .3 per ce; t to be man ufactured indigen
ously by a public sector undertaking (PSU) under 
licence agreement with manufacturer 'X'. A letter 
of intention to proceed was issued by the Govern"ment 
in October 1978 in favour of manufacturer 'X' . which 
was followed by two agreements concluded in Apr il 
J 979. Under the first agreement the manufacturer 
'X ' wa <; to supply 26.7 per cent of a,ircraft 'A' in a 
fly away condition along: with a<;socia ted equipment 
at a cost of R s. 399.69 crores, whereas the second 
agrcemen't provided for the licensed manufacture by 
the PSU of the remainin.e: 73 .3 per cent aircraft during 
1982 to 1989 in a phased manner. 30 per cent to be 
manufactured bv the PSU from imported components 
supplied by manufacturer 'X ' and the balance 43.3 
per cent to be manufactured bv the PSU from raw 
material. For the licensed manufacture hv the PSU. 
manufacturer 'X ' was to be paid a licen'ce fee ~f 
R <; 23 .C:4 crorcs and a royalty :It fr e rate of 2 .5 rier 
cent of the cost of manufacture of the aircrart. The 
aircraft <;u l)pl ied bv manufa cturer 'X ' were received 
durinrr Scotemher 1980 to Octoher 1982 nnd were 
inclucted into squadron service . 

2. The aircraft <>uopl ied hy manufactnrer 'X' were 
fit ted wit h engine 'D' manufacture(! hv another forci!m 
111:'l n11fr cturcr 'Y '. H owever. another cng;in'e 'E' 
mannfoctured hv th e same ma nufacturer 'Y' was 
scler. tcd for the aircraft to he manufactured indi!!en-
011<;Jv. The requ irement of engine for 73 .3 per cen! 
ai rcraft was asscs<>ecl to be 'R ' rmmher. Ag;rcements 
\VPrC cntcreci into bv the GovcrntTicnt in n ecernher 
197?. wi1J1 mii n"ufacturer 'Y' fo r the <;upplv of 17.f. 
ocr ct>nt en!!i nc<; at a cost of R s. 53.63 crores and ror 
the l icc·med m:m11facture bv the PSU of the hafanec 
R2.4 oer cent of ernrlnes, technie:'ll as<;istai:ice l>cint> 
f)'rovidccl bv mnnufacturer 'Y ' to the PSU for <;cttino 
1111 of f:i cilit ic<; for manufacture. a<;semh1v. rcnnirlovrr
hnnl or r 11 !!,inc 'F.'. T'h~ m<rnu f:--icturcr 'Y' W:l<; to h p 

n., icl a licr n'ce fe of R'. 4 .8 crores · and technient 
ns<;i<>tancc fee of Rs. 1 .84 crores. 

3. In Ju ne 1979, the Government au theriscd the 
PSU to incu r capital and deferred revenue expendi
ture (DRE) upto a ceiling of Rs. J 2.5 crores and 
Rs. 20 .8 crores respectively ( revised las t in Septem
ber 1985 to Rs. J 15.94 crorcs and Rs. 177.00 crores 
respect ively) for sett ing up faci lit ies required for the 
manufac ture of aircraft 'A ', engine 'E' and related 
accc-ssories. 
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.+. In Ju ly 1979 the Government san ctioned place
ment of first order on the PSU for the manufacture 
and supply of 30 per cent of 'P' number of aircraft 'A' 
as per the following 5chedule : 

Year Percentage of 
aircraft to be 

delive red 

1982-83 5.3 
1983-84 10.7 
1984-85 10.7 
J 985-86 3 .3 

In order to avoill slippages in the production sche
dule of 30 per cent aircraft ordered on the PSU, 
Government approved in January 198 1 import of 
sub-ac;sembl ics from manufacturer 'X ' at an addi
tional co t of Rs. 4.4 crorcs. These sub-assemblies 
were earlier planned to be manufactured fro m raw 
material by the PSU. · 

5. The scope of the indigenous manufacturing 
programme of aircraft 'A' wa reviewed during Octo
ber 1981 mainly on rhe following grounds : 

the production li n~ of manufacturer 'X ' for 
aircraft 'A' was to be d osed in 1982, 
whereas the assembly of ind igenous air-
craft by the PSU was to commence 
only in 1982, 

the design concept of aircraft 'A ' was of 
the sixties and more sophisticated aircraft 
had been inducted in the Air Force of 
other count ries and 

another aircraft 'L ' was proposed to be 
inducted into the JAF. 

As a resu.lt of the review, Min istry of D efence 
· (Ministry) proposed curta ilment o( the production 
programme of the aircraft by 22.7 per cent and 
reduction in the number of proposed squadrons of 



aircraft 'A' by 20 per cent. Though the CCPA initi
ally wanted tbe manufacture to be limited to only 30 
per cent of 'P' number for which order had already 
been placed on 'tbc PSU, in June J 982 it a pproved 
the proposal for the lice.qsed manufacture of 50.6 
per cent of 'P' number of aircraft 'A' by the PSU at 
a total estimated cost of R s. 1076.03 crorcs (Free 
Foreign Excha nge : R . 768.28 crores) . The reduc
tion of 20 per cent in Che proposed number of squa
drons was also approved . The Government, accord
ingly sa nctioned in Augus L 1982 p lacement of a 
second o rder on th e PSO for the manufacture and 
supply of addit ional 20.6 per cent of ·p· number of 
aircraft 'A'. The delivery cheduk u nder the second 
O!der was as follows: 

1986-87 

1987-88 

I 0.6 p er cent 

l 0 p er cent 

With the r~duction in the manufacture programme 
of aircraft 'A ' by 22.7 per cent , the quantum of en
gines to be manufactured indigenously was also de
cided to be curraikd by 34.4 per cent. 

The currailme nt in the planned production of air
craft 'A' and engine 'E' by the PSU has resulted in 
the lice nce and technical ass istance fees to talling 
R s. 49.74 cro res at March 1985 estimates payable 
to the foreign manufactmers 'X' and 'Y' and capital 
and deferred revenue ~xpenditure totalJing R s. 292.94 
crores at March 1985 estimates incurred by the PSU 
being borne by 50.6 per cenr of 'P' number of aircrnft 
as against 73.3 per cent o.f ' P' number of aircraft 
o riginally plaJ111ed. The extra financial burden to be 
borne by the present manufacture due to the curtail
ment would work 0~1r to Rs. 105.92 cro res. The 
Ministry, h owever, stated in November 1986 that tbe 
amount of licence fee was paid for t ransfer of 
technology. This was a fixed amount which was 
generally no t related to the n umber of aircraft 
manufact ured. T he capital and deferred revenue faci
lities were to be establi-;hed regardless of the number 
of aircraft to be produced from raw marerial. While 
capital facilities would be made use of for subsequent 
project as well , a major portior: of DRE faci lities like 
fest equipment, rigs nnd some of the assembly rigs 
would be transferred to the PSU wh en the overhaul 
of the ai rcraft was tah: n up. 

The fact. however, rcmaios that dut.: to curta il-
ment of the number of a ircraft to be ma nufactured 
by the PS U, the fixed co t had to be borne by a 
fewer number of aircraft. thereby increasing the per 
capita cost of aircraft to be man~1factured . 

6. Even though the Government agreed in Janu
ary 198 1 for the import of additional sub-assemblies 
costing R s. 4.4 crores to enable the PSU to adhere 
to the delivery schcJulc for 30 per cent of' the air-
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craft, the PSU could deliver only 19.3 p er cent a ir
craft upto March 1986. Tbe expected and actual 
delivery of aircraft was as follows : 

Year Expected deli- Actual delivery 
\ ery (percentage) (percentage) 

1982-83 5.3 2.0 
1983-84 10 .7 2.7 
1984-85 l0.7 5.3 
1985-86 3.3 9.3 

Total 30.0 19 . 3 
--- - - - - - - ---- ---

T he slippag,e in lhe delivery schedule was reviewed 
by the project board in August l 985 and the delivery 
schedule for the balance aircraft was revised as fol
lows: 

Year 

Upto 
1984-85 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 

Total 

Revised delivery Aircraft a lready 
schedule delivered 

(percentage) (percentage) 

10.0 
9.3 
8.7 
7. 3 
8.0 
7.3 

50. 6 

10.0 
9.3 

19 .3 

Thus, as per current es timates, the formation of 
the squadrons will be completed only in 1989-90 as 
a'gainsr 1986-87 envisaged in the original project of 
1979. The Ministry slated in November 1986 that 
the slippages in the delivery schedule were on ac-
count of problems expe rienced during flight trials 
with modified engine 'E' which cal led for the manu
facturer to make certain modificat ions to the a ircraft 
system . Further , there was delay in development of 
system 'G' by organisation 'M' and problems ex
perienced during integration of system 'G' in aircraft 
'A'. The Minisrry also stated thal some delay could 
also be attributed to the longer time taken in fabri
cation of indigenous tooling as welJ as re-work on 
tooling supplied by m anufact urer. Besid.es, there was 
uncC'rtainty about the total number of aircraft to be 
indigenously manufactured. 

7. Delay in development of Navigation system 
Aircraft 'A' supplied by manufacturer 'X' was fitted 

with navigat ion syste m ' H ' of a vintage type, which 
had low reliability. It was, tht:refore, decided at th e 
time of conclusion of the supply agn:ement that the 
a ircraft wouJd be re-equipped wi th an advanced navi
ga t ion syste m 'G'. For the development 
of system 'G ' and its in tegration with a ircraft 'A' 
an organisation 'M' was set up by the Go:vcrnment 
in April 1980 and Rs. 23 crorcs were sanctioned for 

,. 
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the .pw·po~e . Due to delay i11 selection o( the required 
nav1gauon system 'G', it w as decided tO incorporate 
system 'G' only in the aircraft to be prod uced by 
the PSU commencing from April 1984. The Govern
ment sanctioned in A<igust l 983 st ructura l rn0tUka
tio n, wiring and installation of sys tem 'G' in 3 aircraft 
at an csrimated cost o f R s. 2.6 1 eror('S . Of the 
ai rcraft delivered up to M arch 1986 by the PSU, 4 per 
cent of •p· number of a irc r:.Jft were equipped wit h 
navigatio n system 'H' and 15.3 pe r cent of 'P ' number 
of aircraft were equipped with system 'G '. The 
Minisrry stated in N ovember 1986 that the re were 
no immed iate plan s to replace system 'H ' by system 'G ' 
in the direct supply a ircraft. 

System ·J-I' was p rone to freq uent repairs . O ne of 
the main sub-assemblies of system 'H ' cost ing R s. 21.8 
lakhs had lo be prematurely withdrawn frequently 
from the aircrafr for repairs. The total expenditure 
incurred o n repair of the sub-assemblie) abroad d uring 
the period July 1980 to October 1986 was R s. 4.Y9 
crores. 

8. Delay in ffrment of Uadar 

Aircraft 'A ' supplied by m <!nufacture r 'X' did not 
have the m arit ime st rike capability. In order to add 
this cap::rbility, the agreement concluded with manu
factur er 'X' in April 1979 for supply of ai rcraft 'A ' 
had inter aJia provid ed for nec;:ssa rv modifica t ion in 
5.33 per cen t a irc raft and fitment ~f radar 'F' at 
a cosr of R s. 1. 78 cro res. While the modification was 
to be done in 5.33 per cen t of the a ircraft, radar 'F 
was ro be fitted only in 4 per cen t aircraft. R adar 'F' 
correspond ing to 4 .66 pC'r cent of the aircraft ( for 
fitmen t in 4 per cent anti reserve for 0.66 per c~n! o f 
aircraft) were procured in F ebrua ry 198 1 from 
an other fo reign fi rm 'Z' a t a tota l cost of F.s. 3 .03 
crores. These radars carried warranty up to August 
1984 and were stored with manufactui:: r 'X'. A t the 
time of <;igning of supply r:grccment in Ap r!! 1979, 
it was envisaged that the aircraft on which rad ar 'F ' 
w0uld be fitt ed would also be re-equipped with the 
ac!va11cccl navigatio n systr rn 'G'. But d ue to de lay in 
selection of sys!em 'G'. it was decided in Octob:! r 
J 979 to fi t radar 'F' in th e a ircraft to be mam:fac
turcd by PSU ia tead of the ai rcraft to be supo1ied 
by manufacture r 'X ', a'S the former were to be C'quip
ped with navigation system '(;'. Simnltareo 1-~ 1 •1 , /\ir 
HQ also propo~sed shifting of the point of fitm~nt of 
radar 'F' from no~e to pod of the a ircraft to enh:ince 
the operational 0 1pability of aircraft. As manufac
t:irer 'X' de1112ndcd an adrl it ional amoun t of Rs. 1.17 
crores for i:ttegration of podded ve rsio n of radar 'F ', 
the GO\·ern.cicc t d id not approve the proposal .. T'. 
w1s ti'1a lly decided in November 1981 to embody the 
S/ I DADS/ 86-9 
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radars in the nose of indigenously manufactured air
craft. Ma nufacturer 'X' had accepted the responsibi
lity for fitmcn~ of radar 'F' in the indigcnousiy man u
factured aircraft. Fur this purpose, an advance pay
ment Of R s. LOO crore was made to manufacturer 
'X' in April 1982. 

The Ministry had en trusted in Ap ril 1983, th~ 

task of in tegration· of rad ar 'F ' w ith navigation system 
'G' a t a cost of R s. 4.3 crores (FFE : R s. 4 crores) 
to organ isation 'M' which was associated with the 
development o( navigation 3ystcm 'G'. Due to the 
de lay in sdection of suitable navigatio n system 'G', 
the rada r p rocured in F .::bruary 1981 at a cost of 
R s. 3.03 crorcs, for whlch installa tion charges of 
R~ . J .00 crorc had a lready b.::en paid in April 1982 
to the manufacturer 'X' would now be installed in 
a ircraft 'A ' to be manufa;; tured d uring 1986-87 and 
1987-88. M eanwhile, the warranty period for these 
radars had already expir-ed in April 1984. The radars 
which .were stored with the fo reign manufactu rer 'X' 
were transferred to the PSU in July 1985. A suitable 
marit ime st rike weapon system \ms to be selected 
and integrated with rada r 'F '. Though a ircraft 'A' 
equ ip ped with radar 'F' would be d elivered during 
1986-87, i~ will have no str.ike capabili ty as the 
weapon system had not been procured till November 
] 986. 

The Ministry s tated in November 1986 that the 
de lay in the delivery of the rad a r till such t in~e the 
integration· o f the new naVJgation system was com
ple ted would have resul ted in un-acceptable ):abilities 
on accoun t of escalation. Furthe r. it was not possible 
to cancel the radar procurement as it would havt' 
result.cd in penalties and in the radar not bein g 
avai lable when requfred . Th·~ serviceability of the 
r adars procured in 1981 wao; tested immediately o n 
t ransfer from manufacture r 'X', and again before 
in stallation in the aircraft. The Ministry further 
stated tha t the weapon system suitable for integrat!on 
with the rada r a n'd the mari time aircraft has been 
identified and negot iatio ns with the supplie rs have 
been comple ted . 

The supply agreement bad also provided for traill:'
ing of 85 pe rson nel of the JAF on the maintenan: e 
of equipment including rad:ir 'F'. H owever, r.lue to 
change in the programme of m odificat ion of aircraft 
and fitment of radar 'F', the t raining on radar 'F' 
was not inclucled in the programme of tra ining given 
b y the foreign' manufacturer. Subsequently an ex
pendi ture of R s. 11 .23 lakhs had been incurred 
towards m;:: intenance tra ining on radar 'F' imparted 
to the JAF personnel by Ii.rm 'Z'. The Ministry 
stated in November 1986 that even if the training 



on 111aim enance of .-ac.!ar had been undertaken in 
1981-82, it would not have been of much use and 
it would have been necessary lalcr either to tram the 
additional personnel or to undertake refresher course 
subsequently. 

9. Induct ion of indigenu111· aircraft 'A ' 

Aircraft 'A' were to be sntioned at stations 'S' and 
'T' a fter their induction. While the delivery of indi
geno us aircraft manufacture. I by PSU was to com
mynce in l 982-83, the civil works required for rheir 
induction at station T ', were initiated only in Decem
ber 1980. However , due to fina ncial constraints the 
works were sanctioned by ~he Government only in 
March 1984 at an eslirnat'ed cost of Rs. 4.73 crores. 
The works services were st ill in progress and were due 
to be completed hy April 1987. Some cJf ; he impor
t'an t works yet to be completed were industrial shops, 
special internal electrificat ion and staff quarters. 

The indigenous aircraft were posi tioned in squadron 
'N' at Station 'T' from August 1985. The establish
ment for the squadron was, however, posted in Ja nuary 
1985 itself. Due to non-com pletion of essential shop 
facil ities aircraft 'A' slaiioned at 'T' were being sent 
to Station 'S' for some essential repairs. 

The Min.ist ry stated in November J 9.86 that due 
to financial constrajnts the case could · not be pro
cessed. H oweve r, t'he delay in sanction and comple
tion of the work services at Station 'T' has not resulted 
in any extra expendi ture. The Min istry further 
stated that the main industrial shops were lik ely to 
be completed by November J 986. During the interim 
period aircraft used to be sent to Sta tion 'S' for thei r 
periodical second l ine serviciPg which had since been 
discontinued. 

l 0. Installat ion of simulator 

The Government also concluded a contract with 
foreign firm 'Z' in D ecember 1980 for the supply of 
2 simulators for aircraft 'A' to be delivered by 
J anuary 1983 and June 19 83 . The first simulator 
was received at Station 'S' and imtalled in July 1984 
and the second was received at station 'T' in" July 
l 985 and instaUed in Seotembcr 1985. Thus. while 

• ai rcraft 'A' were inducted in to service at Station 'S' 
in 1980 the simulator at Station 'S' was commissioned 
only in July 1984 and simulaior was not availabl": 
for training of pilots for :i period of over 3 years. 
The Min·i ~try stated in Nov~mbt' r 1986 that even if 
th e ~ irnulator had heen available from 1980 it would 
still have been pecessarv to scn11 pilots :ibroad for 
conve rsion tr~ inim: a~ simn!ator training wa ~ not a 
complete substit'ute for ccckpit flying. 
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The facilities [or the overhaul of the 3imulators 
have not been establish~d in the country as according .,. 
to the Air HQ such facilities will not be cost effective. 
It was, however, seen that the average serviceability 
of the simulator at Station 'T' was only 48.2 per cent, 
it being totally unserviceable during December 1985 
a nd March 1986. 

11.. Establishment of overhaul faciliti{!s 

The PSU was also entrusted with the responsibility 
for ·repair / overhaul of rotables for aircraft 'A' . In 
1981, Air HQ identitkd only 292 rotables of aircraft 
'A' to be repaired !overhauled by the PSU. Of these 
255 rotables were .assigned to overhaul division of 
the PSU. Out of 255 rotablcs of aircraft 'A' repair 
faci lity for 72 rotables had been established by Novem
ber 1986. Total expenditure incurred till October -4. 
l 986 on repair of aircraft rotables abroad amounted 
to Rs. 7.85 crores. 

l 2. Under-utilisation af r:n. equipment 

One of the ground equipmen t supplied by manu
factu rer 'X' under the supply <tgreement of April 1979 
was an ·equipment 'K', which was meant to reduce 
tlie cock-pif teroperatu1:e to a comfortable level before 
the pilot _gets into the cockpit and also to cool the 
special avionics system of the aircraft . Based on the 
requi rements projected by the users, the te~hnical 

details and specifications for equipment 'K' were ex
clu sively designed by firm 'X' for the TAF and were 
approved by the users. 8 numbers of equipment 'K' 
costing R s. 40.36 lakhs wer~ received by IAF during 
April 1982 to July 1983. 

Performance t rials in July 1982 a nd J anuary 1983 
after receipt of the equipment revealed that it was 
tech nically unsuitable from user's a ngle due to design 
snags and due to the operational and logistic problems. 
The use of equipment 'K' wns, therefore, restricted 
and the average annual rate of util isation . was 36 
hours per equipment as aga inst the designed capacity 
of 600 hours per annum . The Ministry ~tated in 

. November 1986 that even' though the equipment 
we-re designed t_o IAF specification certa'in short
comings were noticed during their use which were 
projected to the manufacturer and rectified without 
any extra cost . The under-util isatiQn of the equipment 
was not due t'o design snags but due to less flying 
task during peace time in summer. The Ministry 
furth er stated that none of th e constraints would b e 
effecrive during operations when these eq uipment 
wottld have to be med . Tbu~. equipm.ent 'K' pro
cured at a co~t <'lf R s. 40.36 Iakbs was put to negligible 
u se due to operational '.Ind logistic problems. 

1 
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13. Summing up 

lhe main po1nts brouglli. uu L arc ~umrneJ up u~ 

wllows : 

-1:.ven though under the original plan 73 .3 p.::r 
cenL of ·p ' number of am.:ral:t required tor 
·l.2 · number of squaJron.; were to be manu· 
lactun:d by P~U under iicence with lorc:1gn 
manufacturer ·x', the number of aircrai t LO 

be manufactured by PSU was reduced to 
50.6 per cent ot ·i:-" number alter a review 
rn October 193 1. fhe reduction was 
mainly on the ground that the J esign ph1lo
sopby of the aircraft was of the sixties, 
other countries had inducted new genera
tion aircraft and the foreign manutacturer 
of aircraft 'A ' had themselves planned 
stoppage of production of the aircraft in 
1982, even before the first indigenous air
craft was to be <issembled by the PSU. 

The curtailment in the manufacturing pro
gramme resulted iri an extra financial bur
den of Rs. 105.92 crnres to be borne by 
the present manufacturer due to the capital 
and DRE on infrastructure and licence! 
technical assistance fee payable to che 
foreign manufacturei: being borne by lesser 
number of aircraft. According Lo the 
Ministry capital facil ities would be n:ade 
use of for subsequrnt projects as well ar.d 
a major portion of DRE facilities would be 
transferred to rhe PSU when the overhaul 
of a ircraft 'A ' was taken up: 

Against the expected ~eli very of 30 per 
cent aircraft by 1985 -86, the PSU had 
delivered only 19 .3 per cent aircraft, des
pite the Government agreeing to an addi
tional expenditure of Rs. 4.4 crores for 

. import of additional sub-assemblies to avoid 
slippages in delivery schedule of the aircraft. 

Due to delays m selection and development 
of navigation systc1n 'G', 26.7 per cent air
craft supplied by manufacturer 'X' as well 
as 4 per cent suppiie·l by t he PSU were 
equipped with ::.y-;tem 'H ' which wa s of a 
vintage type and was prone lo frequent 
repairs. Expenditure on repair abroad of 
system 'H' amounted to R s. 4.99 crores 
up to October 1986. 

Due to delay in sek ction of the nayjgation 
system, radar 'P' proct; recl in February 198 1 
at a cost of Rs. 3.03 crores could not be 
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installed in aircraft 'A ' supplied by manu
lacturer 'X' as planned. "1 he radar 'F' is 
now planned to be fitted in incligc1rnus ~1r

craft 'A ' to be manufactured by lhc PSU 
during 1986-87 and .L9S7-88. Me<1nwhile, 
the warranty peri0d of radar ·F ' had expi11::d 
m August 191)4. T he charges amounllng 
w R s. 1.00 crorc 1or mod1tication of airciatt 
and fitmenr of radar 'F had already been 
paid to manufacturer 'X' in Apn1 1982. 

'foe weapon system to be integraLed witb 
fadar ·F had not been procured till Novem
ber 1986 in the absence of which the air
craft 'A' equipped with radar '.f' which are 
expected to be delivered in l 986-87 would 
not have maritime strike capability. 

Because of the decision lo fit radar ·F i11 
aircraft to be manufact ured by the .I-SU 
rnstead of in the aircraft to be ~upplied by 
manufacturer 'X ', necessary training in 
radar 'F' which was th~ responsibility of 
manufacturer 'X ' could not be imparted to 
lAF personnel. The training in radar 'F ' 
had to be arranged to the lAF person nel 
later through another firm at an extra co~t 
of R s. 11.23 lakhs. 

Works services for induction· of indigenous 
aircraft was initiated in 1980 but sanction 
was accordep only in 1984 and the works 
services were due to be completed by April 
1987. Due to the non-setting up of some 
shops because of non-completion of works 
services, aircraft had to be sent from station 
'T' to 'S' for periodical second line servicing. 

Tl10ugh aircraft "A' supplied by manu
facturer 'X' were inducted into service trom 
1980, i ts simulator wa3 installed only in 
1984 and the simulator for the aircraic 
manufactured by the PSU was installed 
only in 1985. Thus, simulators were not 
available for ov~r three yiears period for 
training of pilots. 

T he PSU which was responsible for repair ! 
overhaul of rotabies of aircr:aft 'A' had 
established repa ir facilities for only 72 out 
of 255 rotables. The inadequate repa ir 
facili ties resulted in rotables being sent 
abroad for repairs at a cost of Rs. 7 .85 
crores till October i 986. 

Ground equipment ' K' . specially designed 
for the T AF and procured dnring the period 
April 1982 and July 1983 at a' cost of 



Rs. 40.36 lakhs were found to be technically 
unsuitable for operational use and their 
utilisation was negligible due to i..'perational 
and logistic problems. 

36. Review of working of Equipment Depots 

l. Introduction 

1.1 Tbe Indian A ir Force (JAF) has 8 Equipment 
Depots (EDs) which are bulk stock holding depo.ts, 
primarily responsible for receipt, issue, storage, mam
tenance and accounting of specified types cf airframes, 
aero-engines, equipment, connected spares and rotables, 
signal and electrical equipment and other ordnance 
a nd clothing equipment as may be assigned to each 
depot. The EDs provide logisti_c support to specified 
\AF units, Dase Repair Depots (BRDs) and two pub
lic sector undertakings (PSU) entrusted with the manu
iacture an_d/ or rep~ir/ov~rhaul of specific aircraft and 
aero-engines. 

1.2 The inventory of the EDs is built up and main
tained on the basis of periodical provisioning r~views 
carried out centrally and locally, based on averages 
of past consumptions and projected annual tasks of 
fly!ng eff01:t or repair/overhaul of a irframe/engines 
and equipment. 

1.3 A review was conducted of the performance of 
8 EDs as regards demand satisfaction achieved, in
ventory holdings, surplus and non-moving stores 
held, outstanding clai ms and loans etc. Main points 
noticed in audit are contained in the paragraphs which 
follow. 

2. Demand satisfaction 

2. I Demands placed on the EDs are classified as 
Aircraft on ground (AOG), urgent or normal, depend
ing o.o the nature of demand anjl the priority _!_o be 
given in compliance. Demands for stores/spares rc
q uired for making aircraft and ra_dars operational or 
wh!ch affected the serviceability of communication 
systems arc classified as AOG q~m~nds. Demands for 
spares for want of which servicing of aircraft and 
allied systems will be held up or aircraft on ground 
will ar ;se o r have a b~aring _gn operational efficiency 
a1e treated as urgent demands for speedy compliance. 
O ther dernands are treated as normal. The demand 
satisfaction ach ieved by 6 EDs i~ respect of AOG, 
urgen t and n9rmal demands during 198 1-82 to 1985-
86 was as shown below : 
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Demand satisfaction achieved by EDs (in percentage) 

EDs 1981-82 1982-83 1983-84 1984-85 1985-86 Aver-

AOG D emand 

'SS' 

'TI' 

' UU' 

53 

57 

58 

·vv· 100 

·yy• 88 

·zz· 100 

Urgent Demand 

'SS' 57 

'TI' 27 

·uu· 56 

'VY' 88 

''{'(' 80 

'ZZ' 94 

NormaJ Demand 

'SS' 32 

'TI' 28 

'UU' 43 

'VY' 99 

•yy• 77 

'ZZ' 72 

52 

54 

55 

94 

75 

100 

75 

37 

61 

78 

84 

95 

44 

30 

45 

100 

96 

90 

48 

52 

47 

87 

79 

JOO 

63 

39 

45 

60 

89 

100 

55 

31 

50 

98 

97 

100 

54 

55 

48 

56 

57 

50 

JOO 94 

74 90 

100 NO 
demand 

71 57 

54 50 

54 60 

83 40 

94 81 

100 No. 

56 

35 

49 

94 

98 

demand 

62 

34 

51 

33 

98 

100 No. 
demand 

age 

53 

55 

52 

95 

81 

100 

65 

41 

55 

70 

86 

97 

50 

32 

48 

85 

93 

9 1 

2.2 In three EDs 'SS', 'TT' & 'UU' which are res
ponsible largely for meeting the recurring require
ments of spares and equipment of user wing;, and 
squadrons, the demand satisfaction ach ieved <1veraged 
about 50 per cent while t'he EDs 'VY', 'YY' and 'ZZ' 
stocking spares for specified manufacturing/repair 
agencies performed better. A fu rther examination of 
demand sati:.facti on aircraft-wise indicated that the 
demand satisfaction was very low for the followinlZ 
ai rcraft : 

(in percentage) 

Aircraft 1981-82 1982-83 1983-84 J 984-85 

'A' 48 36 30 41 
'G' 44 28 37 59 
'J' 60 35 36 75 
'O' 42 25 20 22 
P(i) & (ii) 34 40 4) 39 
W(Weapon ~ystem) 15 22 29 22 

., 



. ..... 
2.3 As on 31st March 1 9-85 there were 3,836 AOG 

demands pend ing pertaining to 670 aircraft out of 
which 2,004 demands were !'end ing fo r more tha.Jl 3 

months as shown below : 

Months for which pending 

3 to 6 

6 to 9 

9 to 12 
More than o ne year 

Total 

Number o f AOG 
demands out

standing 

923 
425 
230 
426 

2,004 

2.4 The number of a ircraft actually grounded as on 
3 t st March 1985 as a resul t o.f pending AOG de-

6 1 

"' _ mands was 2 19. According to the Minist ry of Defence 
(Mini. try), 5,560 AOG __ demands were outstanding as 
on 3 I st March 1986 which had resulted in 32) air
craft remaining on ground. 

2.5 A n analysis of the pending AOG demands as 
on 3 1st March 1985 showed that in respect of air
craft 'J ', ' P' (ii) and 'Z' (ii) over 20 per cent_g.f the 
dcm:mds were pending for over one year as per de
tails below : 

SI. Aircraft To ta l No. o f AOG AOG demands 
No. demands o utstanding for 

more than one 
year 

Pending No. of No. o f No. of 
a ircraft demands aircraft 
affected affected 

2 3 4 5 6 
- --- - --

1. Z(ii) 320 47 67 13 
2. P(ii) 699 149 155 N.A. 
3. J 373 51 11 5 17 

More than 75.83 per cent of the outstandjng AOG 
demands pertained to aircraft 'G'( L,094), 'P '(ii)(699), 
'Z'(i) (3 75), '1'(373) and 'P '(i)(368). 

2.6 The M inistry sta ted in November 1986 tha t 
the major reasons fgr low percentage of demand satis· 
fact ion achieved by EDs were : 

clo~ure of prod uction lines of some of the 
aircraft / weapon systems in their country of 
origin, 

in itial non-supply of D~pot packs for some 
of the weapon systems . purchased fro m 
abroad, 

sl ippages 111 production by the PSU . 

3. Poor serviceabi1it) ; of aircraft due to inadequate 
logistic support 

3.1 Poor demand satisfact ion affected the service
abi lity of aircraft. Test check of the recorcis of nine 
~quadrons revealed that due to poor logistic support, 
the serviceability of some of the aircraft was poor as 
shown below : 

Squadron 

'BB' . 
·cc . 
'DD'. 
'DD ' . 
'EE' . 
·FF. 
'G<;i' . 
' HH' . 
•ff 

'JJ' . 

Aircraft 

'R' 
' R' 
'A'A 
'C' 
·G· 
'G' 
'G' 
'G ' 
·o-
' Q' 

Average percen tage of 
abi lity o f aircraft to 
strength during 

1982-83 1983-84 

40 35 
22 32 
36 45 
43 . 45 
55 53 
47 49 
47 54 
43 52 
53 60 
58 56 

4. Depot inventory and over stocking 

- --
service-
the uni t 

1984-85 

28 
35 
48 
47 
53 
54 
SL 
54 
63 
53 

4.1 Under the existing orders of the Govcqunent 
all spares of aircraft an~ major ground ~quipment 
which have been withdrawn from service '!_re to be 
treated as ina.ctive stores and are to be put fo,r dispo
sal by competent authority. Similarly, all spares per
ta;ni ng to current a ircraft and major ground aQii sig
llal instaJlations with declining U nit Establishments 
(UEs) for which there had been no issues or limited 
issues for over 3 years were to be treated as inactive 
_,tores and quantit ies in excess of the asse sed require
ment for 15 years were to be put up f.or approval by 
competent authorities for disposal. Pending their dis
posal no inspections w0re to be carried out and any 
sub equent changes in their condition were also not 
to be treated as loss. • 

4 .2 As .911 31st March 1986 the EDs were holding 
large stocks of spares and equipment, for which there 
were no transactions or had limited transactions in the 
previous 3 years as indicated below.:. 

Name of ED 

'SS' . 

" TI'. 

' UU' . 

~vv' . 
'YY' . 

·zz· . 

T otal No. 
of items 
held 

5'8,359 
1,1 2,054 
2,32,000 

51,584 
35 ,200 
10,743 

No. o f 
non-
moving 
it:::ms 

13,91 7 
l0,991 
32,158 
44,057 
37,5 10 
3,256 

*D ocs no t include vi:l uc :..- f aero-engines . 

Percent- Money 
age of value of 
non- non-
!UOVing 
items 

moving 
items 

--- ---
(Rs. in crores) 

24 10.39 
10 0.02 
14 21 .02 
85 7. 00* 
44 2.47 
30 l.46 



4.3 Of the Rs. 21.02 crores worth of non-moving 
stores held by ED 'UU' R s. 11 .18 crores worth of 
stores related to signal equipment and another 
R s. 9.84 crores to technical' and safety ~guipment and 
spares of ai rcraft 'K ' which had been phased out in 
March 1984. The ED had already ident ified that 
spares valued at R s. 1.91 crores ip respect cf 10 vocab 
sections of aircraft and engines had no issue at all for 
.Jver 15 years. 

4.4 44 per cent of the stock held by ED 'YY' was 
of non-moving items which had rio iss~es or few issu.es 
for over 3 years. Besides, ED 'YY' was also holding 
stock valuing ar Rs. 9 .63 crcres of spares of engines 
of a ircraft ' l ', the overhaul of which had been stopped 
with effect from April 1984. The under-utilisation of 
the repair facility created for the engines and the ex
cess provisioning of spares fo! th.ese engines were 
mentioned in Para 47(B) of the R~port of the Com
ptroller and Auditor General of India, U nion Govern
ment (ll)efence Services) for the year 197 5-7 6. ln 
addition the ED was also holding as on 31 st .March 
1985 repairable engines !ind other equipment relating 
to aircraft 'l' valued at R s. 11.06 crores requiring d is
posal action. 

4.5 While the majority of the non-moving items 
held by ED 'SS' related to armament stores, the depot 
also held overhaul spares of specialist vehicles which 
were seldom issued. Th~se included spares of the 
value of Rs. 33.70 Jakhs procured for the overhaul 
of a mechanical vehicle 'Y ' exclusively used by IAF 
which were transferred by the Army prior to July 
1978 to ED 'SS' consequent 'on the transfer of respon
sibili ty for the overhaul of these veh icles to IAF. Out 
of the stores transferred, there were no issues since 
transfer in respect of 4? items valued at R s. 11.05 
lakhs and very few issues in respect of 26 other items 
valued at Rs. 7.66 lakhs ever since the transfer. No 
action has been taken to assess the surpluses held or 
to examine their alternat iv:e utilisation. The Ministry 
stated in November 1 Q86 that the spares would be re
quired for the overhaul of vehicle 'Y' which is still in 
service. 

4.6 ED 'VV' bad declared inactive stores (held at 
a BRD) partly relating to a ircraft 'B' which were with
drawn from service in Apr il 1983. Out of 5,297 items 
of spares of aircraft 'B' reported surplus in August 
1980, 2,901 items valuing Rs. 24.78 lakhs had been 
accepted by Air Headquarters (HQ) for disposal. 
T enders for disposal had been invi ted in September 
1986 by tbe Metal Scrari Trading Corporat ion 
(MSTC) and had no1 been accepted till November 
1986. 
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4 .7 ED 'WW' was holding 22 specialist vehicles 
costi ng R s. 121.58 lakhs which had not been issued 
for over 3 to lO years as on 3 1st October 1986 as 
under : 

Over 3 years Over 5 years Over l 0 years 

No. Value No. Value No. Value 
(Rs. in lakhs) (Rs. in lak.hs) (Rs. in lakhs) 

4 .--7.18 7 34.26 
- --

11 80. 14 

4.8 Th~ stock holding of ED 'ZZ' pertained to 
engine of aircraft 'X', which were with_dra_wn from 
service with effect from April 1984. The Ministry 
stated in November 1986 th at 3, 138 items of spares 
have been approved. for disposal by MSTC . 

5. S11rp/11s reports awaiting sanction for disposal 

5. 1 Surplus reports raised by five E Ds pertaining -· to stores of the cumulative value of Rs. 1,281.64 lakhs 
were awaiting sanction of the Go~ernmem for disposal 
as on 31st October 1986 as follQws : 
- - -------- - --
Depot No. of No. of items Value (Rs. 

surplus re- in lakhs) 

'SS' . 
' UU' 
'VY' . 
' YY' 
'ZZ' 

Total 

ports pend-
ing 

2 
56 

7 

11 7 
13,132 

l,768 
l l3 

3,138 

786 .00 
201.42 
159 .03 

I. 95 
133.24 

1281.64 

5.2 Stores valuing Rs. 161.24 lakhs in respect of 
ED 'UU' pertained to aircraft 'K' withdrawn from ser
v!ce in April 1984. Surplus reports raised by ED 'ZZ' 
related to engines of a ircraft 'X ' declared obsolete in 
April 1984. 

6. Delay in disposal of .stores declared surplus 

6.1 · Surplus stores of the cumulative value of 
R s. 39-7.15 lakhs the disposal of which had been ap
proved more than one year ago were awaiting dispo
sal as on 31st October 1986 in 5 EDs. Their detail's 
are given below : 

Depo t One to Value 4 to 5 Value Over 5 Value 
3 years (Rs. in years (Rs. in years (Rs. in 

lakhs) lakhs) lakhs) 
·----

'SS' Nil. Nil. Nil. Nil. 38 57.56 
'TT' 22 25. 39 12 14 .65 
'YV' Nil. Nil. Nil. Nil. 2 124.23 
'XX' 1 102.88 Nil. Nil. Nil. Nil. 
' YY' 343 J. 36 5 2 .20 J5J 68.88 

Total 129.63 2.20 265 .32 
·- - -----------

6.2 The ~ lores awaiting disposal with the EDs 'SS', 
'TT' :rnct 'YY' were obsolete weapons and connected 
stores, wh ich were declared fo r disposal as early as 
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October 1979. As the effort to dispose of tl\e items 
through the Export Pr9motion Cell was not successful , 
Government approved in July 198_5 their disposal 
through MSTC but disposal action was awaited in 
October 1986. 

6.3 The surpius stores awaiting disposal with ED 
'VY' were spares of aircraft 'R' . Though their disposal 
was approved by the Government in February 1~80, 
their disposal through Director General of Supplies 
and Disposa l (DGSD) was approv_ed only in April 
1982. Due to poor response received by DGSD both 
on inviting tenders and on conducting open auction, 
the Government decideq in July 1985 to dispose of 
these as salvage through MSTC. Disposal action had 
not been completed by MSTC till October 1986. 

6.4 The storage accommodation available in 4 EDs 
and space occupied by surplus stores as at the end of 
31st October l 986 was as follows : 
·-- --- -
Name-of ED Total space 

available 
Space occu
pied by sur
plus stores 

Percentage 
of space 
occupied 
by surplus 
stores 

(square metrc:s) 
--- ------
'TT' 39,000 6,402 16.4 
'UU' 72,856 9,005 12.3 
'W' . 5,524 2,790 50.5 
'ZZ' 4,368 1,578 36.l 

Thus the space occupied by non-moving and 5ur
plus stores was more than 10 per cent of_ the avail
able space. 

7. Outstanding railway/shipping claim'! 

7. 1 Claims t0talling Rs. 28.59 Iakhs were outstand
ing as on 31st August 1986 against Railway / Shipping 
agencies, the ED wise deta ils being as fojlows : 

Name of the ED 

'SS' 
'TI' 
'UU' 
' VV' 
'YY' 
'ZZ' 

Outstanding 
claims as on 
31st August, 
1986 

Value 
(Rs. in 
Jakhs) 

3 0.29 
42 10.59 
7 0. 74 
I 0.42 
3 0.50 

33 16 .05 

28 . 59 
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7.2 Or the claims relating Lo ED 'TT' 39 were sh ip
p ing claims involving R s. 9.40 Jakhs rniscd between 
1967-68 and October 1986. Jn ED 'ZZ', 33, shipping 
claims for Rs. 16.05 lak.bs raised between 1974 and 
1983 for short landi ng of stores were pending settle
ment. 

8. Outstanding loans 

8.1 Storc,-;/equipment sent abroad for repair or em
bod iment in aircraft or to the PSU for defect investi
gation, repa ir or overhaul are tr~atect as loan issues 
and their return is watched through a Loan R egister 
Stores/equipment of cumulative value of Rs. 2 1.11 
Jakhs given by the EDs on loan to foreign firms and 
Government were awaiting return for one to more 
than 5 years as on 31 st March 1986 as shown below: 

-·- ---
Name of loans outstanding for Total value 
the ED (Rs. in 

One to 3 to 5 over 5 lakhs) 
3 years years years 

"IT" 1 J 0 .31 
'UU' 56 12 6 74 N.A. 
'VV' I I N.A. 
'YY' 4 15 72 9 1 20.80 
- - ----- -- ----· -
NA Not avai lable. 

8.2 3,166 items given on loan by the EDs to the 
PSU were await ing return as on 31 st Marc;h 1986 
as shown below : 

Name of the ED No. of items out- Value 
standing (Rs. in lakhs) 

'UU' . 800 ~ot known. 
'VV'. 2329 Not known. 
'XX' . I Not known. 
•yy· . 21 31.72 
'ZZ' 15 Not known 

9. Unlinked foreign invoices 

9.1 Consignments received from abroad are account
ed for as rece ived and the correctness of the receipts 
a re later verified with reference to the paid invoices 
received by the Controller of Def~ce Accounts 
(CDA). The number of vouchers remaining unlinked 
as on 31st October ~ 986 w_ere as foJ\ows : 

- ---- -·-----~--------------------
Name of the ED 

'TI' 
'UU' . 
' VV'. 
'X"'X' . 
- --- --- -

Vouchers remaining unlinked for Tota.I 
----------- --- -------------- value of 
l to 5 years 

No. Value 
(Rs. in 
lakhs) ; 

18 86 .59 
9 1 NA 

150 NA 

5 to 10 years 

No. Value 
(Rs. in 
lakhs) 

8 3.35 
10r N A 
71 NA 

1 2. 11 

I 0 to 20 years 

No. Value 
(R s. in 
lakhs) 

0 .01 

unlinked 
vouchers 
as on 
31st Octo
ber 1986 
(Rs. in 
lakhs) 

89.94 
NA 
27.83 
2.12 



9.2 The Ministry stated in November 1986 that 
the delay in linking of invcices was due to : 

non endorsement of full despatch details in 
invoices, received through CDA; 

inadequate identification of details on pack
ing cases; and 

inadequate and incorrect information en-1 
dorsed on vouchers prepared by the ED 
fo r the imported stores. 

10 .. Losses 

l 0. 1 The losses (both cash and stores) registered 
by the EDs during 1982-83 to 1984-85 were as 
follows 

Name of the ED 

Store loss 

'SS'. 

'TT' 

'UU' 
' VY'. 

'WW' 

'XX' 

'YY' 

'ZZ' 

Cash loss 

'SS'. 

'TT' 

·uu· 
'VV'. 
·ww· 
'YY' 
'ZZ' -

1982-83 I 983-84 1984-85 

1.49 

7.55 

4.98 

2.45 

0 .09 

1.00 

2.28 

0.02 

Nil. 

0. 77 

9.26 

0.33 

0.03 

1.96 

2.26 

(Rs. in lakhs) 

0.48 

24.76 

4.27 

3.82 

0.15 

0.22 

10.74 

0.05 

0 . .01 

0.74 

13.46 

0 .92 

0.47 

0.3 1 
0. 13 

1.19 
13 .70 

4.26 

1.28 

0. 10 

1.06 

4 .29 

0 .08 

0.04 
6.62 

14 .59 

2.66 

Nil. 

0. 15 

5.01 

I 0.2 The loss statements awaiting regularisation aS' 
on 31st March 1986 were as follows 

Name of ED 

·ss· 
'TI' 
'UU'. 
·vv· . 
'WW'. 
·xx· 
'YY' . 
'ZZ' 

Total 

Store/Cash losses 

Number Value 
(Rs. in 

lakhs) 
-

25 0.97 
86 11. 40 
58 7.55 
14 3.30 
2 0.17 

11 0.23 
170 9.50 

12 23 .30 

378 56.42 

l 0.3 The store losses CJf ED 'TT included losses 
relating to leakage of importe9 aircraft oils during 
transit from embarkation point ro the ED. The con
signments of aircraft oils imported from abroad wen~ 
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being received by Embarkation HQ and despatched t~ 
ED 'TT' by rail. During 1980-81 to 1983-84, losses. 
of o·ls aggregating to R s. 14.62 lakhs were noticed. 
The loss was attribu:ed to heavy leakage in transit 
between Embarkation HQ and E D 'TT' due to non
provisioning of battons and cushioning materials i~ 
the railway wagons, weak and flimsy material used foJ:'. 
the containers and despatching Qf barrels in 2 to 4 
tiers Rnd in a haphazard mann.er. Air HQ stated in, 
November J 982 that suitabl'c instructions had becrv 
issued for avoiding recurrence of such losse.s. How
ever, dur ing subsequent years also there were further 
losses aggregating to Rs. 12.32 lakhs of oil during 
transit, the yearwise details being as follows : 

Year Quantity of Amount of 
oil lost loss (Rs. 

(litres) in lakhs) 

1983-84 28,002 5.59 
1984-85 26,904 4.05 
1985-86 23,900 2.68 

12.32 

10.4 The Minisrry stat-2d in November 1986 that 
delay in regularisation of losses was due to : 

finalisation of court of inquiry which was 
time consuming, 

obtaining internal audit reports, 

reconcil iation of difference of opinion bet
ween E xecutive Authori!y and internal audit 
regarding mode 9f regularisation. 

1 l. Delay in revision of establishments 

11.1 Air HQ had laid down in April 1977 the 
scale of equipment staff for the different operations 
in EDs. The requirement of staff was to be reviewed 
as and when the role and task of an ED was changed 
and the staff requirements were tp be projected on the 
basis of scales laid down. The Air Force Standing 
Establishment Committee (AFSEC) was to review 
these projections and recommend the sta'ff required 
for the sanction of the Government. Though the 
AFSEC had reviewed and recommended revised esta
blishment for 4 EDs the sanction _for the revised esta
blishment had not been issued till end of October 
1986. The details were as follows : 

Name of ED Establish- Approval Establish-
men! sane- for revised ment re-
tioned role of ED viewed by 

AFSEC in 
-- -

February September January 
1973 1981 1985 

'SS'. 

'TT' June 1974 N.A. December 
1983 

April 1972 August January 
J.983 1985 

'VY'. 

'WW' July 1979 Seotember December 
1981 1983 

_ ... ---- ·. - - -· 

• 
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11.2 The establishment sanctioned in July 1969 
for ED 'YY' was being e~~ended from time to time on 
ad hoc basis. The revision ·Of the establishm ent 
initiared by the ED in J :me 1982 was yet to be finally 
considered by the AFSEC. H owever, the voucher 
transactions handled by the ED had declined from 
95,429 numbers in 1979-80 to 72,646 in 1983-84 
(there was a reduction of 23.8 per cent). The 
Ministry srated in November 1986 that the establish
JTlent sanctioned on ad hoc basis h<rd been extended 
upto January 1987. 

11 .3 In ED 'VV' the number of items stocked had 
declined during the years 1979--80 to 1983-84 by 
41.25 per cent. Though the policy page of the ED 
was revised in August 1983; the revision of establish
ment which was initiated in January 1984 and revie
wed by AFSEC in January 1985 had not been consi
dered by the Government till November 1986. 

11.4 EI> 'ZZ' was responsible for holding stock of 
overhaul spares of engines of aircraft 'X' a~d 'R' for 
issue to PSU which was responsibl~ for the over~aulf 
repair of these aircraft held by IAF <!_nd Navy. The 
aircraft were withdrawn from service with e~ect from 
Apri l 1984 and March 1986 respectively and the role 
of the ED was revised in March 1986 but no review 
of the establishment had been carried out and the 
staff numbering 162 were continuing with the ED. 
Th.e expenditure on pay and allowance~ of the staff; 
was 

1984-85 

1985-86 

R s. 18.83 lakhs 

R s. 19.40 lakhs 

The M inistry stated in November 1986 that a case 
for revision of the establishment was under considera
tion. 

11.5 Sfatement of case for establishment scnr by 
ED 'UU' in September 1986. was under consideration 
of the Air HQ. The_ Air HQ had also advised ED 
'XX' in September 1986 to submit statement of case 
for revision of establishment. The Ministry stated in 
November 1986 that finalisation of revision of esta
blishment' was fikely to take time. 

12. Other points of interest 

1 2. l Procurement o f sub-standard nylon mosq11ito 
nets 

Cotton mosquito nets were standard items of issue 
for service personnel. Against two indents placed by 

Sil DADS/ 86-10 
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Air HQ in February 1 ~80 and August 1980 for sup
ply of 1,71,800 nets mosquito universal khaki, 
1,35,986 nylon mosqui to nets costing Rs. 1.40 crores 
were received in ED 'SS' between September 1981 and 
April 1984 from an Ordnance Factory. 1,35,627 nets 
were issued to Air Force units and formations upto 
April 1984. 

Tn accordance with the existing practice the factory 
packed bales were accepted in the ED 'SS', subjecting 
the consignment to a percentage check of quantity and 
quality and no discrepancies were reported by the ED. 
However, when the factory packed bales were issued 
to the IAF units and formations r§ports were received 
from 12 units by the ED of large holes or opening 
and dar.ning or stitching of running lengths ranging 
from one inch to 10 inches. 

On enqurnes by Air HQ, the Ord nance Factory 
intimated in September 1983 that the manufacture of 
nylon mosquito nets was undertaken with the help of , 
sources of supply advised by the Defenc_e R esearch 
and Development Organisation (DRDO ) which had 
developed the new item. The factory also stated 
that on receipt of supplies of nylon netting from rhe 
trade, the same was observed as having holes and 
darned portions but the material was accepted by the 
factory after imposing appropriate price reduction in 
consultat i9n wi th the DRDO and the Chief Inspector 
of Textiles and Clothing and the manufacture of nets 
wa_s undertaken. 

On the advice of Air HQ in August 1983 the units 
were advised by the ED not to raise any discrepancy 
~eports in view of the acute shortage of rhe item but 
were directed to assess the revised life and where re
pairs were significant the change of cat<:gory from 
new to used stores be regtilarised by raising necessary 
loss statements. 

As user units were instructed not to raise any dis
crepancy reports on the condition of tlie nets received, 
the extent of sub-standard nets supvlied and the con
sequent foss could not be ascertained . 

12.2 Disposai/ of M etal Content of ammunition 
demolished 

E D 'XX' which was responsible for demol_ition of 
obsolete and unwanted explosive stores had upto 
I 977-78 been collecting metal scrap fr:_om demolition 
ground and transferring it to Army Salvage Depot for 
disposal. The weig~t of metal <.:untents of arnmuni· 
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tion demolished a nd the scrap collected during the 
period 1973-74 to L977-78 were as follows 

Period 

1973-74 
J 974-75 
J975-76 
1976-77 
1977-78 

Weights of 
metal con
tent in 
stores demo-
1 ished 
(fn Tonnes) 

478.097 
692. 253 

70.73 1 
J 10.921 
182.817 

1,534.819 ' 

Actual 
quantity 
collected 

92.458 
221. 551 
29 1.090 

15.000 
123.180 

743.279 

In April 1975 Government approved auctioning 
of rights for collection of metal scrf.lp. T he detailed 
instruct ions for implementing the sanction were, how
ever, issued by Air HQ in July 1977 a nd revised pro 
cedu re was given effect to by the ED from April 1978. 
T he rights for collection, possession and disposal of 
iron scrap from the specified area ~ere auctioned from 
Apri l 1978 but there was no provision for \\'.eighment 
of the scrap collect~d. 

Jn D ecember 1981, the HQ Maintenance Command 
issued instructions for inclusion of appropriate clause 
m the notices for auction and the memorandum of 
agreement for charging the reserve price for the metal 
scra p collected over and above the quantity indicated 
in the notice for auction. Howev_er, since the ED did 
not have bulk weighing facilities, agreemen ts concluded 
during 19-82-83 to 1984-85 provided for the scrap to 
be loaded with the help of boxes of specified size made 
available by the ED and the to tal weight of metal 
scrap removed to be :mived ar by finding the weight 
of one loaded box and multiplying the number of 
boxes loaded by the unit weight. The actual tonnage 
of metal content of ammunit iqn demolished each year 
from 1978-79 to 1984-85, th e qua ntity or scrap esti · 
mated as per the auction notice and the bid obtained 
a re given in the statement below : 

------
Period Weight of Quantity of metal scrap Amount o f 

metal con- indicated in the auction bid money 
tent of notice collected 
demolished 

stores 
(in tonnes) (in tonnes) (Rs. in lakhs) 

Ferrous Brass 

1978-79 173 .27 35 0.53 
1979-80 J23 .72 30 3 .0l 
1980-81 31. 78 45 2.4] 
1981-82 43.47 75 6 3 .08 
1982-83 30.92 100 6 1. 97 
1983-84 4 1.38 30 2 0.48 
1984-85 60.06 30 5 0.78 
1985-86 155.50 50 6 N.A. 

Even though the ED had sent proposals in April 
19 82 for procurement of a weighin!,l machine, it had 
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no t been procured till November 1986 and the Ministry 
stated tbat the proposal had been m isplaced. 

T hus it would be seen th at 

(i) The est imated quantit ies of the metal con
tent of scrap ind icated in the auction notices 
fo r 1978-79 and 1979-80 which were only 
20.2 per cent and 24.2 per cent of weight 
of meta l' conten t of stores demolished were 
grossly less than the average of 48.4 per 
cent recovered during 1973-74 to 1977-78. 

(ii) Even though the scrap had brass also in the 
metal co ntent, the auction notices issued 
during 1978-79 to 1980-81 indicated only 
iron scrap and no account was kept of the 
brass recovered. 

12.3 Non-issue of teleprinters procur ed as urge11t 
priority requireme.vzt 

Air HQ placed 3 purchase orders (one each in 
September 1982, October 1982 a nd D ecember 1983) 
on a PSU for the supply of 443 teleprin ters in all at 
a cost of Rs. 61.78 lakh s. The teleprinters were 
received in ED 'UU' between May 1983 a nd Novem
ber 1985. The position of receipt~ issues and balance 
as at the end of August 1986 was as follows : 

Year 

1983-84 
1984-85 
1985-86 
1986-87 
(Upto August 1986) 

- - --
Quantity 
received by 

ED 

J57 
67 

219 

Q uantity Balance 
issued to quantity 

un its held by 
ED at 
the end o f 
the period 

- · 
8 149 

63 153 
3 1 341 
56 285 

After the matter was taken up by Audit, 39 tele
pr inters were issued to units and 32 more have b een 
allo tte·d for issue. At the end of A,ugust 1986, the 
ED was holdjng a stock of 28? teleprinters and this 
was .despi te the fact that there w_ere demands for 171 
teleprinters pending which included demands of AOG 
and operation§!! requirement prio..rity. The Ministry 
stated in November 1986 that th~ issues were delayed 
due to delay in working out the net un it deficiencies. 

12.4 Over provisioning of spar~s for aircraft 'T' 

E D ' VV' is the srock holding depoi for the spares 
of a ircraft 'T' which is in IAF service for more than 
35 years. The PSU, the repair agency for the aircraft , 
had been expressing difficulty in mee6ng the repair 
tasks assigned to them due to non-availability of 
spares. No repair task for the aircraft was issued 
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beyond I 982-83. In Septemb~r 1983, the Govern
ment approved the withdrawal of 5 specific aircraft 
'T' from service and ordered disposal action. These 
aircraft had not been disposed of till October l Q86. 
A surplus report in respect of q_ne more aircraft 'T' 
raised by ED 'VV' was pending sanction in October 
1986. Another service.able air.craft was also lying 
without being put to use at ED 'VV' since its re~ipt 
in the ED in December 1984. Meanwhile, the en
gines of the two aircraft held in ED were being inhibi
ted during periodical servicing incurring recurring 
expenditure of Rs. 0.10 lakh per annum. 

On the basis of a provisioning review i11itiated by 
A ir HQ in 1977 of th~ requirtm~nt" of spares beyond 
December 1978, an indent was floated on Supply Wing 
of an lndian Mission (Supply Wing) abroad ig Feb
ruary 1978 for spares required for 26 a ircraft over
hauls seeking de livery by December 1978. Supply 
order was placed in August 1978 as amended in 
E>ecember 1978 and spares valuing Rs. 4.78 lakhs 
covering i27 items were received in ED 'VV' betwe~n 
August 1979 and October 1981.. It was, however, 
seen in Audit tha t on ly 4 aircraft were overhauled till 
1982-83 and stores w9rth Rs. ·_4.57 -lakbs i.e. 95.60 
per cent ot the procurement had not been utilised. 

On the basis of another provisionipg review conduc
ted in March 1979, another indent was placed in 
F ebruary 1980 on the Supply Wing abroad for pro
curement of spares for 21 aircraft overhauls for deli
vt:-ry by February 19~1. Certain items were contrac
ted in J uly 1980 and the remaiJ?.ing items were con
tracted in November 1980 after Air HQ red~;~d the 
require.ments to cover O!llY 13 overhauls as a result 
of a special review for the period upto March 1984. 
Stores costing R s. 3.32 lakhs wer~ procLtr~d between 
July 1981 and December 1983 against these indents 
but only 2 aircraft overhauls were actually undertaken 
during 1982-83 and 1983-84, with the result that 
stores value_d a t R s. 2.33 lakbs constituting 70 per 
cent of tbe procurement coulq !!Ot be utiUsed by the 
ED. T he provisioning review initiated in 1977 in
cluded 7 numbers of an item "L' but the Air HC: 
reduced the quantity to 2 in tbe indent sent in F eb 
ruary 1978 and the supply ord~r placed in December 
J 978 also i11cluded 2 numbers of the iten_1 at a cost of 
£ l ,000. T he item was not supplied under the 
contract. A fresh indent was ra ised subsequently in 
November 1979 for 5 numbers of the item and a 
purchase order was placed by the Supply Wing in 
May 1980 for the upply of 5 number of the item at 
a cost of £ 2 .. l28 to be de livered by November 1981. 
Though the Air HO sent a signal in January 1982 
for the supply order to be eancelled due to sudden 
decrease in task, the order could not be cancell~cl aud 
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su pplies were received in 1982-83 and 1983-84 and 
the item was lying unused in the ED. The failure to 
enforce delivery of the item under the supply order 
of December 1978 resulted in avoidable extra expendi
ture o f Rs. 1.03 -lakhs a11d the failure to get the 
second supply order cancelled resulted in stores cost
ing Rs. 1.98 lakhs lying unutilised in ED. 

The Ministry stated in November 1986 that 13 
a •rcraft 'T' were in service, all of which have since 
been withdrawn and ED 'VY' was still holding spares 
for a ircraft 'T'. 

13. Summing up : 

The main points brought out are : 
Demand satisfaction in 3 EDs responsible 
for meeting the demands of u er wings and 
squadrons averaged about 50 per cent during 
1981-82 to 1985-86. 

Demand satisfactio.!l was very low in respect 
of aircraft 'A ', 'G', 'J', 'O', 'P ' (i) , ' P' (ii) 
and weapon system. 

As on 3 1st March 1986 there were 5,560 
AOG demands which had not been fulfilled 
and resulted in grounding of 325 aircraft. 

Tbc poqr demand satisfaction of spares was 
attribute_Q by the ~linistry to ~losure of pro
duction lines of some of t,be aircraft/w~apon 
systems, initial non-supply of Depot packs 
for some of the weapon systems purchased 
from abroad and slippages in prQduction by 

" the PSU. 

75.83 per cent of the pending AOG demands 
pertained to aircraft 'G', 'J ', 'P ' (i) and 'P' 
( ii) and 'Z'(i). There were 337 demands 
pending for more than Qne year. 

T he non-sati sfact ion of dt!mand~ by EDs 
affected the serviceability of aircraft with the 
squadrons and wings. Test check showed 
that serviceability in 10 squadrons ranged 
from 22 to 63 per cent only. 

35 per cent of rhe items held by 6 EDs 
were non-moving items, the mon~tary value 
of which aggregated to R s. 42.36 crores. 

ED 'UU' had R s. 11.18 crorcs worth of 
stores related to signal equipment and R s. 
9 .84 crores worth of stores relat~d to techni
cal and safety equipment and spares of a ir
craft 'K', which had been pha~ed out in 
March 1984. D isposal review of. the stores 
was yet to be ca rried out by the ED. 

ED 'YY' had stores w_orth R s. 9.63 crores 
rel ating to aircraft 'l ', the overhaul of which 
had been stopped with effect from April 



1984. The ED had also repairable engines 
and other equipment refating to aircraft 'I' 
valued at R s. 11.06 crores awaiting disposal 
action. 

22 specialist vehicles valued at Rs. 121.58 
Jakhs held by ED 'WW' had 1~ot been issued 
for use for 3 to over 10 years. 

Surplus reports of 5 EDs relating to stores 
of the cumula_!ive value of Rs. 12.82 crores 
were awaiting sanction of the GoverJ!ment 
for disposal. 

Stores of the cum~lative value of Rs. 397.15 
lakhs were lying in 5 ED.§ awS1iting disposa l 
action though sanctio~ for their disposal was 
issued one to more than 5 years ago. 

Claims against R ailways and shipping com
panies of the cumulativ£!. value of Rs. 28.59 
lakhs were awai ting settlement. 

Stores/equipment Qf the cumulative value 
of R s. 21.11 lakhs given on Joan to foreign 
firms and Gov~rnrnents were awaiting retuin 
for one to more than ~ years. 

Stores losses of the cumulative value of R s. 
90.3 1 lakhs and cash losses ot the cumula
tive value of Rs. 59.72 lakhs _occurred dur
ing 1982-83 to 1984 -85 in the 8 EDs. 

Loss statements of the ~umulative value of 
Rs. 56.42 lakhs were awaiting regularisa
tion in the 8 E Ds. 

Transit losses of aircraft oils of the cumula
tive value of R s. 26.94 lakhs were noticed 
in E D 'TT', which was attributed ro non
provisioning of battons and cushioning mate
rials in railway wagons and flimsy marerial 
used for containers. 

No review of establishment of ED 'YY' had 
been undertaken though the •vouchers hand
led by the ED had declined from 95,429 
in 1979-80 to 72,646 in 1983-84 . 

ln ED 'VY' though the esta_blishment re"'I 
quirement was reviewed in J anuary 1984 
due to decline in items of stores held by 
41.25 per cent during 1979-80 to 1983-84, 
Government sanction for the revised esta
blishment had not been accorded upto 
November 1986. 

No review of establish.~nt of ED 'ZZ' had 
been undertaken though aircraft 'X' and 
'R ', the spares of which are handled by the 
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ED had been withdrawn from service from 
April J 984 and March 1986 respectively. 

The user units were advised by ED not to 
raise any discrepancy reports in respect of 
sub-standard nylon mosquito ~ets supplied 
to them, as a result of which the extent of 
sub-standard nets supplied and of the loss 
could not be ascertained . . 

No proper ai::rangements had been mada for 
weighment of metal content of demolished 
ammunition collected by contractors. There 
were wide fluctu~ ions in metal content ret
rieved. No account of b_rass content · ret
r ieved from the demo1is_hed ammunitiq_n had 
been kept during 1978-79 t9 1980-81. 

E D 'UU' was holding 285 teleprinters as 
at the end of August 1986, ~hough 171 de
mands including AOG and IOR from l)Ser 
units were pe~din_g. 39 teleprinters were 
issued earlier after Audit pointecj. out the 
non-issue. 

Over provisioning of stores of the cumu
lative value of R s. 8.88 lakhs pertaining to 
aircraft 'T' was noticed. 

5 aircraft 'T' for the _disposal of which ap
proval' was given by the Government in Sep
tember 1983 were await ing disposal. Ap
proval for declaring one more aircraft 'T' 
as surplus was also awaited. A nother ser
viceable aircraft was lying in the ED since 
December 1984 without being put to use. 

Tho_ugh all the aircraft 'T' have been with
drawn from service, spa.res of the aircraft 
are still being held by the ED . 

37. Under-utllisation of indigenous 
fQr an aircraft-A voidable 
Rs. 1.47 crores 

repair facilit ies 
expenditure of 

The contract for the supply of aircraft 'X ' en
tered into by the Government with a foreign manu
facturer in August 1971 had inter al ia n clause for 
the supplier to provide assistance in setting up ovcr
hauljrepair facilities in India. Though the aircraft was 
received and inducted into service during 1972, sanc
tion for setting up of repair facilities at a base re
paiI depot (BRD) at a cost of R s. 3.5 crores was 
accorded by the Government only in October 1976. 
The civil works estimated to cost R s. 48.0 l lakhs for 
the repair facility were sanctioned in June 1977; the 
cost was revrsed to Rs. 51.36 lakhs in March 1979. 
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The delay in the setting up of repair facilities result
ing in airframes and engines of the aircraft being sent 
abroad for repairs at a total cost of Rs. 330.85 lakhs 
was commented upon in the Reports of the Comp
troUer and A uditor Genera l of India, Union Govern
men l (Defence Services) for the . years 197 6-77 
(Paragraph 6) a nd 1981-82 ( Paragraph 43). 

The repair faci lities were set up and the overhaul 
line was commissioned during 1979-80, i.e. 8 years 
after the induction of the aircraft. A review of the 
performance of repair faci lities created brings our the 
following interesting points: 

( i) The repair facilities created were to cater for 
the overhaul/ repair of 24 aircraft and 48 engines. 
Although the approved tasks were considerably less 
than the capacity created, even lhe approved tasks 
could not be ach ievcd during the years 1980-8 1 to 
1985-86 in respect of the engines vidc figures given 
below: 

Year 

1980-81 
1981-82 
1982-83 
1983-84 
1984-85 
1985-86 

Total 

Installed 
capacity 
for repair/ 
overhaul 

of 
engines 

2 

48 
48 
48 
48 
48 
48 

288 

Tasks 
allotted by 
Air HQ 

3 

10 

15 
20 
18 
32 
35 

130 

Tasks 
achieved 

4 

14 
10 
22 
21 
35 

103 

Percentage 
of task 
achieved 
compared 
to Col. 2 

5 

2.08 
29. 17 
20.83 
45.83 
43 .75 
72.91 

35.76 
- - - ----- ------

Thus, as compared to the capacity created, the 
average overhaul achievement during 1980-81 to 
1985-86 wcrs only 35.76 per cent. A s compared to 
the tasks allotred by the A ir Headquarters (HQ) the 
average achievement was only 79 per cent for the 
same period . 

(ii) Apart from the engines, there was also short
fall in the overhauI!repair of main gear box and air 
compressors during the year 198 1-82 as shown be
low: 

Items 

Mai n gear box 

Air Compressor. 

Task 
allotted 

17 
23 

Task 
achieved 

7 

3 

Shortfall 

10 
20 

( iii)Duc to shortfalls in overhauljrepair, there 
were accumulations of repairable engines and other 
items ruJd these had to be got repaired by sending 
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them to the foreign manufactllrer, the expenditure 
incurred on the same being as follows : 

When got overhauled/ 
repaired abroad 

1982. 

1985. 

Items got overhauled/ re
repa ired abroad 

ltem 

Engine . 
Main gear box 
Air compressor 

Engines 

Qty. 

1i~ 
20) 

20 

ExpeDdi
turc 

(Rs. in 
lakhs) 

45.30 

102.00 

( iv) The shortfalls in achivement dllring 1980-81 
and 1981-82 were attributed to: 

( l ) an equipment required to be provided m 
test beds, which was expected Lo be re
ceived in January 1980, being received 
only in February 1981 resulting in delay in 
the readying of the test bed and 

(2) non-supply of group sets of spares by the 
manufacturer. 

The Ministry of Defence (the Ministry) s tated in 
September 1986 that rbough the BRD was established 
for a peak capacity to overhaul 24 aircraft and 
48 engines, the target of overhaul of engines and 
other associated equipment could not be achieved 
for the following re~ons : 

(a) Shortage of spares: Indents were placed on 
the· foreign manufacturer in time for spares and as
sociated equipment required to complete the task 
but full range of spares was not supplied by the 
manufacturer in time. 

(b) Shortage of manpower: The BRO was not 
sanctioned any new complement of s taff for the repa ir 
of engines of aircraft 'X'. The manpower rendered 
surplus because of reduction in the task of another 
aircraft 'Y' was employed to under take the task of 
aircraft 'X' but this . manpower was not adequate to 
meet the task. The BRD had in 1982 projected a 
requirement of 184 engine trade technicians to meet 
the overhau l task of 40 engines. The additional man
power requirement of the BRD was examined in 
detail in 1984 by Air Force Standing Establishment 
Committee (AFSEC) which recommended in Janu
ary 1985 a complement of 163 for the BRD. But 
additional posts could not be created in the BRD due 
to the ban on creation of additional posts. Against 
the recommended staff compl~ri1ent of 163, the staff 
actually employed by the BRD was as follows: 

1981-82 
1982-83 
1983-84 
1984-85 
1985-86 

52 
62 
74 
87 

107 



The Ministry furth er stated that the reviews carried 
out by AFSEC revealed surplus manpower in another 
BRD in October 1985 , by which time the engines 
had already been sent ro the foreign manufacturer ro 
meet operat,ional commitmerits. 

(v) Three types of spares ('A ', 'B' and 'C') were 
indented by the BRD for the overhauL!repair of en
gines. Yearwise position of spares demanded by the 
BRD, contracted by the Air HQ and the actual sup
plies received from the foreign manufacturer was as 
follows: 

Year 

T YPE A 
1982-83 
1983-84 
1984-85 

TYPE B 
1982-83 
1983-84 
1984-85 

TYPE C 
1982-83 
1983-84 
1984-85 

Total 

Group Group sets 
sets of of spares. 
spare.s contracted 
demanded by Air HQ 
by BRD for supply 

174 40 
141 60 
44 44 

17 5 
14 6 
6 6 

4 I 
3 2 
I t 

404 165 

Group sets of spares 
supplied duriog 

1985 1986 

40 . 
30 

5 

30 

. 6 

2 

76 38 

Thus, against the 404 g['()up ·sets of spares indented 
during the period 1982-85, the Air HQ concluded 
contracts with the foreign suppliers for 165 group 
se1s of spares and supplies of onlv 114 group sets 
were received upto September 1986. There were no 
supplies at all during 1982-84. The Ministry stated 
in September 1986 that the spares requ ired for over
haul of engines were included in the indents of 1982-
83 and subsequent years on the advice of the foreign 
manufacturer. The supplies were, !1owevcr, received 
in June 1985 which adversely affected production 
during the period 1983-85. 

(vi) There was shortage of engines because of 
the shortfall in completion of the allotted task by the 
BRD. During the year 1985 , 1 8 aircraft were · on 
ground for want of engines. 

(vii) Due to inadequate maintenance support , the 
monthly utilisa tion rate of 45 hours originally prescrib
ed for aircra[t 'X' could not be achieved and was 
reduced by Air HQ iu April 1982 to 27 hours. How
ever, even the reduced rates could not be achieved 
and the utilisation rate achieved during the period 
1980~8 l to 1985-86 was only 21.7 hours per month. 

T he more importnnt aspects brought om are 
slimmed up ns follows : 

The aircraft 'X' was inducted into lAF 
service during l972 but repair / overhaul 
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facilities for the aircraft were commissioned 
only in 1979-80, 8 years after its induction. 

The average number of engines overhauled! 
repaired during 1980-81 to 1985-86 was 
35.76 per cent only of the capacity created 
and 79 per cent of the tasks allotted by 
Air HQ. 

There were shortfalls in the overhaul!rcpair 
of gear box and air compressors also dur
ing 1981-82. 

Due to shortfalls in overhaul!repair by the 
BRO, engines and other parts had to be 
sent abroad during 1982 and 1985 for re
pairjoverhaul at a cost of R s. 14 7 .30 lakhs. 

Shortfalls in repair!overhaul were attribut
ed to shortage of manpower and non-supply 
of group sets of spares by the foreign 
manufacturer. 

Against 163 technical personnel recom
mended by AFSEC for repair of engines, 
the staff employed by BRD varied from 52 
in 1981-82 to 107 in 1985-86. 

Against 404 group sets of spares for engines 
indented by the BRD during 1982-83 to 
1984-85, Air HQ had contracted only for 
165 and supplies had been received of only 
114 group sets during 1985 and 1986. No 
supplies had been received in 1982-84. 

Due to inade1:J_uate maintenance support, the 
monthly utilisation rate per aircraft which 
was originally fixed at 45 hours was reduc
ed to 27 hours in April 1982. The actual 
utilisat.ioo was only 21.7 hours during 1980-
81 to 1985-86. 

38. Delay in implementation of modernisation pro
gramme of meteorological facilities at airfields 

ln September 1977, Air Headquarters (HQ) pre
pared a plan for introduction of modern meteorolo
gical equipment at airfields with the object of:. 

(.a) improving the facili ties for observation of 
meteorological parameters a t the flying sta-
tions and · 

(b) improving the facilities for analysing wea~ 

ther in order to provide more - accurate 
wealller briefing for operational flying in 
the Air Force. 

2. These facilities were expected to promore l>pti
mum use of ilyiug hours and thereby enhance : he ope
rational preparedness of the Air Force and also ensure 

' 
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flying safety. It would also help in better util isa
tion of aircraft , proper training and reduction in ac
cidents. Prior to this, meteorological observation-; 
specially the vis ibility and cloud base used to be made 
by visual estimation wit hout the help of any meteo
rological instruments. The modcrn i ation programme 
was proposed to be implemented in a phased manner. 
To start wi th, J 5 stations were selected for provid
ing these faciliries under Priority-I durin!! the Five 
Year Plan period of 1979-84 at a cost of Rs. 2.35 
crores. The plan was approved in J 979. The cost was 
revised in March t 980 to R s. 7 .88 erores after 'taking 
into account the customs duty etc. The remaining 
stations were planned to be covered in subsequen t 
plans. 

Air Force Station Date of sanction 
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3. Equjpment 'S' and ' W' for mensurcment of 
vis ibility and cloud base were considered to be v1 ta1 
inst ru ments in the context of aircraft operation and 
nigh t safely and w1.:re intended lo be initially im
ported. Equipment 'S' and ' W' d~signed by a foreign 
firm ' KK' and marketed by its associate foreign ti.rm 
'LL' and already being used by the fndia n Meteoro
logical Department ( !MD) were considered suitable 
for use in the Air Force. 

4. Against the approved modernisation program
me for l 5 Air stations for the Five Year Pla n period 
of '1979-84, the Ministry of Defence (Minist ry) have 
accorded the following ::.an ct ions to cater !'or the 
requ irements of 8 stations only till March 1986 · 

Amount Cost (excluding Actual cost of 
customs duty) procurement 
of equipment 
'S' and 'W' in-
cluded in the 

sanctioned 
amount 

·----- - -
(Rs. in lakhs) 

'A'&'B' 20th September 1979 (sanction amended on 2nd February 
J980 and 16th August 1980) 86.00 

128.58 
128 .58 

22.70 

31.20 

31.20 

46.15 

83. 10 
Not procured 

'C','D ' &'E' 
'F','G'&'H' 

20th May 1981 

31st August 1981 

5. lndian Navy are having their own airfieids. For 
2 of their a ir stations 'J ' and 'K'. the Ministry also 
sanctioned in F ebruary 1982 procurement of 2 sets 
of equipment 'S' and 'W' at a cost of Rs. 40.15 lakhs 
(amended to 40.55 lakhs in March 1983) including 
Rs. 2 1.60 lakhs in 'Free Foreign Exchange (FFE) to 
meet Navy' s operational requirements. This did not 
include provision for customs duty etc . which was 
payable on actual basis. 

6. The position of procurement and installation of 
the equipment at the 10 stations (8 of Air F~rcc and 
2 of Navy) was as under: 

(a) Stations 'A' and 'B' ( Air Force) : 

Against an indent placed by Air HQ in October 
1979 for supply of equipment 'S' and 'W' required 
for stations 'A' and ' B', Supply Wing of an Indian 
Mission abroad (SW) conclud'ecl a contract wi th 
foreign firm 'LL' in May 1980 for 2 numbo:-s each 
of equipment 'S' and 'W' with their :;pares for 2 years 
at a cost of 13,95 ,000.00 D. Kr. equivalent to 
R s. 20.99 lakhs. The equipment was to be delivered 
by September J 980 and to be despatched by nir. 

The equipment 'S' and 'W' were received in lnd ia 
in September 1980. An expenditure of R s. 1.64 lakhs 

was incurred towards airfreight and a sum of Rs. 
23 .52 lakhs was paid as customs duty. I,nstaUation of 
equipment 'S' and 'W' required major works services. 
These were sanctioned in November 1981 and May 
J 982 and completed in November 1984 at station 
'A' and_ in November 1983 at station 'B ' a t a cost 
of Rs. 5.82 lakhs and Rs. 2.57 lakhs respectively. 
The eq uipment were installed at station 'A' in Sep
tember 1984 a nd at sta tion 'B ' in August 1984. Thus 
equipment 'S' a nd 'W' procured at a cost of R s. 
46. 15 lakhs and airlifted at a cost of R s. 1.64 lakhs 
remained without use for more than 4 years at sta
tion 'A' and more than 3 years at station 'B'. 

(b) Stations 'C', 'D' and 'E' (A ir Force) : 

While projecting their demand in October J 980 for 
stations 'C'. 'D' and 'E'; Air HQ desired to procure 
the equipment from firm 'LL' for ensuring uniformity 
in maintenance, spares, serv1cmg, inventory i nd 
t raining aspects . T he D epartment of Electronics 
however, advised Air HQ to procure equipment 'S: 
and 'W' from a Public Sector U ndertaking (Under
taking) which had signed in June 1980 a ' Memo of 
Understanding' with firm 'LL' for the indigenous ma
nufactu re of equipment 'S' and 'W' . Accordingly. the 
Air HQ sent their indent in June 1981 .to the Direc
tor Genera l Supplies and Disposals (DGSD) for 
ar ranging supply from the U ndertaking. T he delivery 



was desired by D ecember 1981. The DGSD conclud
ed a contract wi th the Undertaking in Febr"uary 1982 
for supply of 3 numbers each of equipment ·s· and 
'W' and 2 years' maintena nce spares at a cost of 
Rs. 83. 10 lakhs inclusive of customs duty of Rs. 
38.57 Jakhs on imported components. T his involvGd 
an extra expenditure of R s. 13.05 lakhs as com
pared to the cost of the equipment purchased from 
firm 'LL' for Sta tions 'A' & 'B' . The Ministry stated in 
November 1986 thar the ~_xtra expc: ndilure would work 
out to Rs. 4.48 lakhs only taking into account the ele
ment of escalat ion etc. However, the actual cost of 
2 sets of equipment 'S' and 'W' contracted wit h firm 
'KK' in J anuary 1985 for IMD worked out to 
Rs. 19. 73 Jakhs only as against the cost of 
procurement in May 1980. Based on this, the extra 
expenditure for 3 set~ of equipment 'S' and' W' 
would work out to R s. 14.9-t lakhs. 

The delivery of the equipment was to be made by 
August 1982. The contract also provided for guaran-
tee!warranty for a period of 15 months from the 
da te of despa tch or 12 months from the date of 
acceptance of the item by the consignee, whichever 
was earlier. The items were supplied by the Under
taking during November ] 983 to November l 985. 
The works services for station 'C' were sanctioned in 
February l 982 at a cost of R s. 4.02 Jakhs. T hese 
were completed in September 1983 at a cost of Rs. 
3.98 lakhs. The equipment 'S' and 'W' installed at 
station 'C" worked 'for 2 months only after which they 
developed faults. The same were set right in Aoril 
1986. 

The works services for statinn 'D' were sanctioned 
in June 1982 and completed in January 1985 at a 
cost of R s. 6.12 lakhs. The equipment meant for 
station 'D' were found unserviceable <:1 t the l i1ne of 
installation. The items were repai red by the Under
taking in early 1986 and were under observation till 
April 1986. The equipment were made serviceable 
by the Undertaking only in June 1986. • 

The equipment at sta tion 'E' were not installed 
till April 1986 due to change of s ite. The Undertak
ing completed the installat ion of equipment 'S' and 
'W' in July 1986. 

Thus 3 sets of equipment 'S' and 'W' procured at 
a cost of Rs. 83. I 0 lakhs for stations 'C', 'D ' and ·E' 
were not put to use from the date of their receipt to 
June-July 1986. 

(c) Srations './' & 'K' (Navy) : 

Firm 'LL' had offered to supply 2 sets of equip
ment 'S' and 'W' alongwit-h their spares required by 
Indian Navy fo r their stations 'J ' and 'K' at a cost 
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of 13,95 ,000.00 D . Kr. equivalent to Rs. 20.99 lakhs 
i.e. the price c~arged from Air Force for the eq uip
ment for stati9ns 'A' and 'B' . On the advice o( 
D epartment of E lectronics, the Naval HQ placed a 
supply order in April 1982 on the Undertaking for 
supply of 2 sets of eq uipment 'S' and 'W' at a total 
cost of Rs. 40.15 lakhs including R s. 21.60 lakhs in 
FFE. The customs duty and Central Excise duty 
were also payable extra to the Undertaking. The 
procurement of the item through the Undertaking 
caused an extra expenditure of Rs. 19.16 lakbs to the 
State as compared to the cost of equipment purchased 
from firm 'LL' . Taking into account the cost of 
equipment_ 'S' and 'W' purchased for IMD in January 
1985, the extra_ expenditure would work out to 
R s. 20.42 Jakhs. The equipment for station 'J' were 
received in Apri l 1983 and ~he ci.vil works therefor 
were completed in October 1985. H owever. the 
equipment could not be installed till April 1986 partly 
due to defective sub-systems and partly due to non
completion of civil works by the contractor due to 
heavy monsoon activity. The equipment meant for 
station 'K' were received and commissioned in July 
J 983. After a period of two months, equipment 'S' 
became unservic;:eable in Septem!Jer 1983 and equip
ment 'W' remained partialiy serviceable i.e. it became 
non-operational in,termit tently. T hus, equipment ·~ 
and 'W' procured in 1983 at a cost of R s. 40.15 lakh" 
from the Undertaking for stations 'J' and 'K' were 
not installed lput to use till April 1986. 

(d) Starions 'F', 'G' & 'H' (A ir Force ) : 

In D ecember 1982, Air HQ raised two indents on 
DGSD for supply of three sets of equipment 'S' and 
'W' alongwith their spares for stations 'F ', 'G' and 
'H'. The items were required by March 1983. The 
DGSD could not progress the indents as the Under
taking had got some problems with their collaborators 
i.e. firm 'LL'. 

The firm 'KK' had terminated their agreement with 
firm 'LL' . The firm 'LL' had also gone into liquida
tion. ln August 1984, the Undertaking entered into 
a 'Memo of Understanding' with firm 'KK', the 
original manufacturer of items 'S' and 'W' . In July 
1985, the firm 'KK' also terminated their agreement 
with the Undertaking for·supply of equipment 'S' and 
'W'. In February l 986, the U ndertaking stated that 
firm 'KK' had since backed out from their obli_gation 
to supply completely tested parts to them as such 
local manufacture of the equipment 'S' and 'W' would 
not be possible. Jn a meeting held in March 1986 
in the M inistry, it was brought out that the D epart
ment of E lectronics intended to blacklist firm 'K.K' 
and desired to l_ocate a lternative source of supply. In 
April 1986, Air HQ floated !In enquiry to gather 

, ... 
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necessary literature on the various types of equipment 
in use jn Meteorological offices abroad. Further 
procurement act ion was to be taken on technical 
evaluation of the information received and the cost 
implications a re not known. 

The Mi.nistry stated in November 1986 that due 
lo rap id advancement in electronics industry, the new 
equipment avai lable jn the world market in place of 
equipment 'S' and 'W' was of a much simpler and 
compact design and costs less than the original equip
ment procured by IAF in May 1980. The Ministry 
furth er added tha t a technical-cum-evaluation com
mittee had been appointed to select suitable equip
ment for use in IAF in lieu of equipment 'S' and 'W'. 
Further action could be taken only after the recom
mendations of the committee are available and subject 
to certain assumptions coming true, the modernisation 
programme might be completed well before 1990. 

General : 

The maint<:nance support for 2 sets of equipment 
directly imported from firm 'LL' and 5 sets purchased 
through the Uadertaking would not be available as 
the firm 'LL' h3d gone into liquidation and their 
principal, firm 'KK', have terminated their links with 
fim1 'LL'. 

The Ministry staled in November 1986 that two 
IAF Met officers had been trained in the maintenance 
of the eq uipment a nd therefore limited maintenance 
support was available with IAF. For serious mainten
ance problems, the engineers of the Undertaking 
could be called in and the spares required could be 
obtained from firm 'KK'. The Ministry also stated in 

ovember 1986 that the procurement of further sets 
of equipment 'S' and 'W' for the remaining 5 ~irfields 
has got sta lled for the following reasops : 

the working of the sets indigenously pro
cured was not uptto the mark and there were 
lots of teething problems; 

no mo re indigenously mamrfacturecl sets 
were available after April 1983 ; and 

alterna te sources for the equipment were yet 
to be identified . 

Summing up : 

The main points brought out are : 

The implementation of Air Force moderni
sation programme for meteorological fucili
tics at 15 airfields, approvzd in 1979 for 
implementation <luring the plan period of 
1979- 84 was far behind schedule. 

Sil DADS/ 86- 11 
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Against the Air Force requ!rement for 15 
airfielqs upto the end o( March 1984 sanc
tions were issued. for procurement of equip
ment ·s· and 'W' for 8 airfields and actual 
procur_ement was, however, done for 5 air
fields only. For the remaining 10 airfields, 
no revised time sched ule was prescribed till 
November 1986. Enn the source from 
which the equipment is to be procured had 
not been identified till November 1986. 

Equipment 'S' and 'W' purchased· for 5 air
fields of the Air Force at a cost of R s. 129.25 
Jakhs and an expenditure of R s. 18.49 
lakbs incurred. on works services were not 
available for use with in the plan period 
1979-84 ex<;epting at station 'A' where 
they were available for a short period of 
four months only during 1983-84. 

Equipment 'S' and 'W' p urchased for two 
Naval airfields in 1983 a t a cost of R s. 40.15 
Jakhs on operational priority basis were 
not avai.lal:ile for use till April 1986 except
ing equipment 'S' for a short per iod of two 
months at station 'K ' and intermirtent use 
of equipment 'W' at station 'K'. 

There were considerable delays as shown 
below in inst9Uation!making operational the 
equipment purchased at a cost of Rs. 169.40 
lakhs: 

Station 'A' 

Station 'B' 

Station ' C' 

Station 'D' 

Station 'E' 

Station 'J' 
Station ' K' 

: 4 years. 

: 3 years. 

: 2 to 3 years. 
: 3 years (equipment operational only 

in June 1986). 
: 3 years (operational only in July 1986) 
: 3 years I I tern 'S' unserviceable and 
: · 3 years ~ item 'W' is partially service-

) able. 

There was an extra expenditure of R s. 32.21 
lakhs on p rocurement of the equipment 
through the U ndertaking. The equipment 
si.1pplied by the Undertaking did not func
tion well, there were lot of teething prob
lems. Besides, the Undertaking also failed 
to establish indigenous· produc'tion · line. 

The maintenance support for 2 sets of 
equipment d irectly imported from firm 'LL' 
and 5 sets purchased through the Under
taking was adversely affected as the firm 
'LL ' has gone into liquidation and their 
principal firm 'KK' have terminated their 
lin ks with firm 'LL' . 



The failure of the Undertaking to meet 
their commitment for supply of the equip
ment for the th ree stations and non,-identifi.
cation of alternate sources for supply of 
equipment would delay the implementation 
of the modernisation plan for meteorological 

equipment. Out of the 15 air stations planned 
for mooernisation by 1979-84, only 5 have 
modernised equipment by July 1986. 

39. DevcJopment and manufacture of a weapon car
riage system 

A D irectorate of the Research and D evelopment 
Wing decided in June 1970 to commission a Defence 
Research and Development Establishment (DRDE) 
to undertake a project to develop a reusable w~ap::m 

carriage system (system 'Y ') for the Air Force planes 
for carrying an<;! fuing 'an indigenously manufactured 
weapon 'X'. The cost of the project which was initially 
estimated in June 1970 at R s. 3.69 Jakhs was 
subsequently revised in J anuary 1971 to R s. 17 .60 
lakhs and again in April 1979 to Rs. 26.60 lakhs. 

As per the recommenda tions made in January 1975 
by a weapon study group a n Air Staff R equirement 
(ASR) for system 'Y' was issued in July 1975 to be 
introduced within a time frame of J 8 months after 

. successful completion of trials. 

A supply order, on cost plus 10 per cent profit 
basis ·was placed in D ecember 1971 by the DRDE 
on a public sector undertaking (undertaking) for 
fabrication Of 10 prototype sets of system "Y', which 
was subsequentl_y reduced to 8 prototypes. The first 
p rototype was delivered by the undertaking in October 
1973 as against the delivery schedule of August 1972 
indicated in the supply order and two more proto
types of the system wi thout nose cones and retaining 
cone castings were delivered in the last quarter of 
1974. The incomplete prototypes were subjected to 
flight evaluation trials with imported nose and retain
ing cones. Various tests lflight trials .including user 
evalua tion trials as applicable to imported aircraft 
were completed sat isfactorily during 1973 to 1977. 

Against the 8 sets of prototype of system 'Y' or
dered, the under taking supplied 4 complete and 4 
incomplete sets including retaining cones and consum
able items at a cost of Rs. 21.50 lakhs. While tl1e 
4 complete sets were used in trial<>, the incomplete 
sets, according to DRDE, would be ·utilised for flight 
evaluation trials, as required, with nose cones to be 
delivered from the prnduction batch. After incurring 
a total expenditure of Rs. 22.72 lakhs including 
Rs. 0.32 lakh in foreign exchange, the project was 
formally closed in Febraury 1981. In its closure re
port the DRDE had recomm~ndcd in t roduction of 
system 'Y ' into the service. 
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DRDE on its own undertook the responsibil ity for 
establishing prqduction of critical components like 
nose cotles and retaining cones required for system 
'Y ' even though the same was the responsibility of 
t he undertaking and placed an ind~nt in May 1977 
for import of a LPDC machine on the Supply Win g 
of an Jndian Mission abroad (SW) and the same was 
imported in .July J 979 at a cost of .£ 58,980.24. A 
low presssure d ie fo r development of nose cone 
assembly was also impor ted at :m additional cost of 
£ 60,800. T his machine was airlifed in November 
1981 incurring addi tional expenditure on ai rlift. 
I nspite of specific request made repeatoolv by the 
DRDE to the SW to include a guarantee clause for 
d iamensional accuracy of casting as per technical spe
cifications for the LPDC the same was not included 
in the contract for supply of the machine. Though 
the supplying firm had initially agreed to produce 
twenty numbers of casting conforming to specifica
t ions in July 1981 the firm indicated that it would 
wish to restrict itself to the terms and conditions of 
the contract only i.e. to supply without any guarantee 
of specification being satisfied in testing. No further 
action could also be taken 11gaimt the · fi rm as the 
fi rm went into liquidation. DRDE was, therefore, 
forced to seek the help" of a casting engineer from a 
foreign country and had to incur an additional ex
penditure of R s. 1.4 7 lakhs on his visit. Though the 
DRDE had incurred a n expenditure of Rs. 22.66 
Jakhs on the import of t hese macl:ines no financial 
adjustment had been made so far with the undertak
ing which was responsible for the supply of complete 
prototypes. 

E ven before the final type approval for .bulk pro
duction was issued by DRDE, two Repair, Ma nu
facture and Supply (RMS) orders were placed on the 
undertaking by Air H eadquarte rs (HQ) in November 
1979 and Decew!Jer 1982 for supply of 75 numbers 
and 805 numbers of the carriage system at a cost 
of Rs. 1.20 croi:es and Rs. 17 .066 crow: respectively. 
The delivery ag~inst the first order of 75 numbers was 
to be made by 1980-8 1 later extendecl to 1983-84 
and against the second order of 805 numbers during 
l 984-85 to 1986-87. The second order of 805 num
bers had to be placed on the undertaking as the 
undertaking had shown its inability to plan produc
tion for a small order of 75 numbers. 

Advance on account payments toLalling Rs. 219.16 
lakhs had been made to the undertaking upto "C<ecem
be r 1985. 

In May 1985 the undertaking requested Air HQ 
to revise the un it cost of system 'Y ' from Rs. 1.60 
lakhs (price indicated in fu"st RMS order ) and 

' 



Rs. 2.12 lokhs (price indicated in second RMS order) 
'( to Rs. 3 .89 lakhs on the following grounds : 

J 
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The estimated unit p rice indicated in th~ 
two RMS orders was at 1978-79 and 1981-
82 level. 

The complete system 'Y ' assembly manufac
ture was al the development stcige all these 
years necessitat ing inco:-porntion of design I 
process cha nges. 

Productionising and p roving of prodtrction 
batch of nose and retain ing cones had in
vol ved considerable development work . 

Introduct ion of modification to tail cone 
assembly. 

Impact of normal escalaltion of prices both 
in labour and m aterials. 

As the undertaking had indicated its inability lo 
meet the indicated delivery schedule, Air HQ inti
mated the undertaking in October 1985 that the 
short closure of the two RMS or.:lcrs was under act ive 
considera tion and asked the undet1aking to indicate 
the break down of finan cial implica~ions on short 
closure al the supply 1cvels of 25 , 75 and 450 sys
tems 'Y'. The undertaking was also advised to with
hold ftrrther financi al commitment towards the manu
facture of system 'Y'. The undertak!ng in timat ed in 
November 1985 that there wou1d no t be a n y redund
ancy if the o rder was short closed at 450 numbers 
but redundancy of the order of R s. 5.16 crores would 
occur if the existing RMS order price Of November 
1979 was adopted. They also confirmed that they 
were withholding further financial commitment await
ing Air HQ decision . In December 1985 A ir HQ 
intimated the undertaking that due to slippage in 
production and del ivery of system 'Y ' the requi rement 
of Air F orce f9r the system' was only 25 numbers 
and wanted the u ndertaking to intimate the financial 
liability on account of redundancy at the level of 
foreclosure of the sup ply at 25 numbers in o rder to 
obtain the Government sanction for the foreclos ure. 
In the m eantime the under.taking had completed thl! 
supply of 100 number<; of system 'Y' and the cost of 
redundancy was worked out as Rs. 152.23 lakhs. The 
Air HQ also decided in April 1986 to request the 
undertaking not to produce any more system 'Y' 
beyond the qu<l;ntity alr eady manufact Ut:ed and sup
plied a nd reduce the cost of redundancy further. 

Jn July 1986 A ir H Q sta ted that their rcq l.lirement 
was only 25 number of system 'Y ' and they had 
to accept 100 numbers as the unclert;:iking had physi
cally manufactured them and the items would b\: used 
in trainer a ircraft of A ir Force and by Navy. The 
forma l order of the Government for fo reclosure of 
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the m_anufactue of system 'Y ' was still to be issued 
in July 1986. 

In the meantime, que to delay involved in the 
manufacture of system 'Y ' by the underta king and 
technical problems rela ting to production of the wea
pon, it was decided to import another weapon to 
mect the training and war wastage reserve needs of 
the IAF. 

Ministry of Defence stated in No~embcr 1986 that: 

The DRDE undertook to establish the pro
duction technology for nose cone casting 
sjnce the undertaking encountered problems 
in · bulk production of items. 

As the undertaking was not in a position to 
supply 4 acceptable nose cones, the DRDE 
accepted incomplete sets . 

No formal decision has yet been taken for 
reimbursement of the cost of LPDC ser
vices provided or the cost of the LPDC die. 

The fust RMS order for quantity 75 was 
plac~d in November 1979 before the pro
visional type approval was accorded m 
March 1982. The subsequent o rder for 
quantity 805 was placed in December 1982 
only af ter the issue of provisional type ap
proval. 

The delivery against fi rst order was to be 
extended from 1980-81 to 1983-84 as the 
undertaking was unable ro deliver t:1e 
item . 

As the sbortclosuJe of the project is still 
under consideration it is 1nemature to con
firm the figure of redundancy. 

Summing up 

The main points brought out are summed up as : 

The development of system 'Y' took 10 
years and the project for the development 
cost R s. 22.72 lakhs against R s. 3.69 lakhs 
originally sanctioned. 

Though the first batch of 75 numbers was 
to be delivered by 1980-81 the undertaking 
had to be given extension u pto 1983-84 for 
the first batch and delivery schedule for 
the second batch had to be changed from 
1984-85 to 1986-87. 
Due to the fuii lure of the undertak ing to 
meet the delivery schedule for system 'Y ' 
the two RMS orders had to be foreclosed 
at 25 numbers .a.Pd the Air Force had to 
import another weapon :.ystem to meet the 
training and war wastage needs. 
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Though the Air HQ had intimated the 
undertaking that the two RMS orders were 
being foreclosed at 25 numbers, the Air 
Force had to accept 100 numbers of sys
tem 'Y' as the undertaking had physically 
produced them. These are to be used in 
trainer aircraft of the Air Force and by 
Navy. 

Redundancies of the estimated value of 
Rs. 152.23 Jakhs are likely lo occur due to 
the fq_reclosure of the orders for . 880 num
bers after delivering 100 numbers. 

T h ough the responsibility for establishing 
the pr_od.ttction process of the system based 

· on the item developed by DRDE was- ot 
the undertaking, the DRDE had incurred on 
its own, an extra expenditure of R s. 22.66 
Jakhs for the import of machinery required 
for establishing the manufacture of critical 
compqnents. 

Due to failure on the part of contract con
cluding authority to include a gttarnntee 
clause, DRDE had to incur an extra ex
penditure of R s. 1.47 lakhs in seeking the 
help of a Casting E ngineer from a foreign 
country. 

The amount of Rs. 21.50 lakhs for the 
manufacture of prototype paid to under
taking inclttded paym~nt for 4 incomplete 
sets of the system. 

40. Development of an airborne de,·icc 
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Ln June 1967, the Jndian A ir F orce (IAF) request
ed a D efence Research a nd Development E stablish
ment (DRDO) to undertake evaluation of an airborne 
device existing in other countries. The study was to 
enable IAF to choose a device best suite..1 to its 
requirements. DRDO recomruend~d in Fcbraury 1968 
development of a device in use in country 'B' as a 
short term meastrre, pendin.g development of au en
tirely new ammunition fitted wiih device, which was 
expected to take about two years. 

Considering the extremely complex nature of the 
development an9 the delay involved in making a pro
totype by the DRDO, Air Headquarters (HQ) im
ported in June 1969 four numbers of the device at 
a cost of Rs. 0.26 lakh and 4 more were obtained 
free from the firm manufacturing it . Encouraged by 
the results obtained dttring trials ca rried out on the 
device, the Air HQ imported another 200 numbers 
of the device at a cost of Rs. 18. 70 lakhs to meet 
urgen[ operational requirements against war 1::serve, 
to carry out necessary stud ies connected wi th th.; 

carriage of the device on ccrt.iin types of aircraft 
and make a few available to DRDO for development 
purposes, if necessary. 

In May 1971 , Government sanctioned the incur
ring of expenditure not exceeding R s. 20.32 lakhs 
1by the DRDO for design and development of the 
proposed device_. The required numbers of sampfes 
of the imported device were, however, not supplied 
to the DRDO as they were s tated to have been da
maged during war. The development project got de
layed for various reasons and Government approved 
the shortclosure of the project in March 197 6, after 
an expenditure of R s. 0.40 lak:h had been incurred. · 

Meanwhile, Air HQ authorised a Base Repair 
Depot (BRD) in D ecember 1971 to take up the deve
lopment of 8 sets of the device by modifying a sub
assembly of a weapon sysiem 'S' at a cost of Rs. 0.20 
lakh. 

On the basis of the satisfactory results of trials 
conducted on the prototype fabricated by BRD, Gov
ernment sanctioned in March 1972 a further expendi
ture of· R s. 5 lakhs on development of the device. 
I n a U 49 uni ts were manufactured and on the basis 
of trials carriej out between April 1972 and October 
1973, Government sanctioned in March 1974 1:he 
manufacture of 100 units at a cost of R s. 10 lakhs 
(later amended to 150 units in D ecember 1975) for 
carrying o ut trials on aircraft by Aircraft System Test
ing Establishment (ASTE). This was followed by an
other sanction of the Government in December 1975 
for the manufacture by BRD of approximately 160 
uni.ts of the device at a cost of Rs. 12.00 Iakhs (later 
revised to R s. 13.50 lakhs) to be u sed for further 
development and trials. 

The requirements of this device were eslima1.::d at 
4,712 numbers as reserves in addition to an annual 
trairung requir~ment of 1,360 numbers. Since th.) 
BRD had limited prodttction capacity, an order was 
placed on a Public Sector Undertaking (PSU) in 
June 1976 for manufacture of l ,000 uni ts of this de
vice at a cost of Rs . 214.96 lakhs for deliv:: ry during 
1977-78 and 1978-79 when the flight trials by the 
ASTE were still in progress. 

Although a certificate of performance and accept
abilitv of the device was issued by the Air HQ in 
October 1976 for initial batch protiuction o f 1 ,000 
units, the mandatory type approval clearance by the 
Directorate of Aeronautics (DOA) before an airborne 
store is accepted into service was not obtained. The 
supplies by the PSU commenced in 1978-79 and were 
completed in 1984-85 . 'Die Ministry o f Defence 
(Ministry) stated in October 1986 that the device 
developed by BRD was not subjected to mandatory 
type approval by DOA as it was not required before 



·order fo r production was placed on the PSU. This 
~ contention of the Ministry was at variance with the 

stipulation of the DOA which requires mandatory type 
approval b~;ore an ai rborne store is accepted for 
service use. The Mini=>try also stated that they had 

• 

decided to place order for 1,000 numbers of the device 
on PSU on the basis of successful trials carried out 
by ASTE, tbc other factor being urgent req uirement 
of this device since imnort was not favoured at that 
l'ime. 

Further tria ls of th e device supplied by BRD I 
PSU to assess its rel iability and evaluate its perfor
mance were carried out by ASTE in November 1977 
and ApriliMay 1978. Based on these trials, ASTE 
recommended certain modifications to be embodied 
on the device to improve · operational safety and to 
prevent damage and deterioration during transit 
and storage. Accordingly the Government sanc-
tioned in October 198 1 the L"ctromodification of 
J. , O~O numbers of the device at a cost of Rs. l 8.28 
lakhs. 

As these modifications were reccn~n1.ended and 
ratifi ed after the PSU had manufactured 750 num
ber:~ · of the device, the modifications had to be 
retro-fitted in these 750 units and 250 units were 
modified during production itself by the PSU. A 
total number of 953 devices have been mudified by 
May 1986. 

Th;;: mandatory type approval test by the DOA 
comprised both environmental and air evaluat ion 
trials. It was only in December 1980 when the 
dcv"iccs had been manufactured b y PSU and a major 
part ~f the supply had already be~n completed that 
environmental tes.ls were ordered and a sanction 
was issued for carrying out these tests on 12 num
bers of the device at a cost of Rs. 3.50 Jakhs. En
vironmental tests were carried out between 198 1 
and March 1983 on seven units but all the units 
failed and tht: DOA suggested in June 1983 suit
;:blc modificalion of the device and their re-submis
sion fo r environmental tests. The environmental 
tests were expected to be completed by September 
1986. The JV!inistry stated in Octqber ~ 986 that the 
device had failed in the environmental tests because 
cleaning and lubrica tfo~ were not done before sub
jecring the device to test and it was decided that 
no modification of the device was required for the 
environmental tests. 

The Mi ni~try also ·s~ated in October 1986 that 
the us«~r tria l:c were carried out in November 1985 
which dicl not categorically confirill any malfunc· 
tioning of th e system as such and it was at best 
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only a· susp1cwn because no detaikd investigation 
could be carried our since the unexploded ammu nition 
could not be recovered. The Ministry added that 
during further trials carded out on 8 devices in 
March 1986, the success rate was about 62.5 per 
cent but th e reasons for the failure in the three 
cases could no t be analysed as in one case the un
exploded ammunition was droppcc.J from a height 
lower than the cl eared height, in another the det
onator was defective and in the third the ammuni
tion was drowned in a marshy land. The trials 
which were carried out in March 1986 were, how
ever, much below the prescribed specifications both 
as regards the: released speed and the released 
height. 

Meanwhile, as the device clevdopec.J by the Air H Q 

did not meet the Air Staff requi1·ement parameters 
a project for design and development of the device 
was entrusted in January 1977 to DRDO and a 
proj..::ct estimated to cost Rs. 48.59 Jakhs was sanc
tioned in May 1981 to be complc1e<1 by May 1983. 
An order was also placed in March 1984 on th .:: 
DRDO for su!?ply of J ,500 number:; oE the device to 
be delivered between December 1984 and December 
1985. Oniy 100 numbers of the device have been 
supplied till March 1986. 

The main points brought out are suimned up as : 

The projecr for development by DRDO 
of the airborne device which was sanc
tioned in 197 f was short clos~d in March 
1976 afler a·n expenditure of Rs. 0.40 
Jakh had been incurred. The project was 
entrusted to a BRD. 

BuJk order for productio11 of J ,000 num
bers of the device developed by BRO was 
placed on a PSU without the mandatory 
type approval by the DOA. The devices 
supplied failed in the type approval tests 
carried out between 198 ~ and 1983. 

Th~ deVice manufactured by the PSU at 
a cost of Rs. 2 14.96 lakl1s failed in trials 
caricd out by ASTE in Novemb er 1977 
and ApriqMay 1978 and r0tromodifica
tions al a cost of Rs. 18.28 lakhs were 
recommended and sanctioned. Tn the 
latest user trials carried out in March 
l 986 also the success rate was only ahout 
62.5 per cent even though the trials car
ried out we-re much below the specifica tions 
as rega rds the released speed ;rncf height. 



As the device developed by BRD did not 
meet the Air Staff R equiremen t para
meters, the development of the device 
wa~ entusted . again in January 1977 to 
DRDO at a cost of R s. 48.59 Jakh~ and 
an order for manufacture of L,500 num
bers of the device has becc p laced c•n l.hem . 
But o nly 100 numbers of the device have 
been suppl ied t ill March 1986. 

41. Re-engining of a trainer aircraft 

Aircraft ·A• built indigenously around an impnrted 
engine. 'X' was ind ucted into service in the A ir Force 
in 1953 as a basic trainer for impo:i r ting ab in itio tra in
ing to pilors. In November 1965, the Air Headquarte rs 
( HQ) proposed replacement _of <tircr::ift ' A' by 
1970 by a more modern o ne a nd a public sec tor un
der taking( PSU) was asked to carry o ut a feasibility 
study for developing a nd mant..facturing a sui t
able a ircraft for the purpose. Th e delays in th.:: 
design and development of the aircraft by the PSU 
were m entioned in Paragraph 7 of the R eport of 
the Comptroller & Audito r General of India, Union 
G overnment (Defence Services) for the year 1979-80. 
An order for m anufacture and supply at a total 
cost of Rs . 770.00 lakhs o f 'M' number o f ai rcraft 
'B ' developed by the P SU was p laced on it in Octo 
ber 198 l with provisional delivery duri ng 1983-84 
to 1985-86. O nly 32.5 per .cent i.if aircraft 'B' had 
been delivered up to January 1986. 

Aircraft 'A' which was the only basic t rainer 
available with A ir Force was to be progressive ly 
phased o ut between 198 J and 1984. H 0wever, there 
had been a steep d e terioration in the serviceabili ty 
of thei r engines. During the years 1979-80 to 
198 1-82, there were a number of accidents and 
inciden ts &ttributed to engine malfu nctioning and 
these included a fatal accident involving a pupil 
p ilot. As a rcmectial measure solo f ly ing en this 
aircraft by pup il pilo ts was tota lly stopped in Nov
ember 1980. 

ln view of the u nreliability of engine 'X', th e 
d iminishing prospects of their fur ther overhaul and 
further sl ippages anticipated in the production of 
a ircraft 'B ', the PSU under it~ own research and 
developmen t programme proposed in May 1980 to 
fi t engin e 'Y' o n a ircraft 'A' and one aircraft 'A' 
was given to the PSU for re-engini r.g under this 
programme. Flight tria ls on the re-eng ined a ircrnfr 
carried out by P SU and an Air Force System T est
ing r stablishment were found successful. Based 9 11 
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the trial findings A ir HQ proposed re-engin ing of 
'N. number c f aircraft 'A' with engine 'Y' taking T 

into accoun t the availability of aircraft for re
engmmg and the r equiremen ts for the flying 
instructor course and the Army pilots coms~. The 
Government, however, sanct ioned in March 1982 
the re-engining of only 'P' number of aircraft ' A'. 
Ai r ·HQ placed an order on the PSU on 2nd M a rch 
J 982 fo r re-e ngining of 'P' number o f aircraft 'A ' 
on a n urgent basis at an est imated cost of Rs. 83 .60 
la!d1;, at l n o price level (revised to Rs. 89. I 0 
lakhs in April t 985); the delivery of re-engined 
a ircraft was to commence from 3 lst D ecem ber 
198 2 and was to be co mpleted by 31st March 1983. 
An 'on uccount' payment of R s. 70 lakhs was sanc
tio ned by the Government in M arch 1984. The re
cngined a ircraf r were delivered by the PSU between "
D L:ccmbcr ! 983 and F ebruary 1984 after a delay 
of one year. 

64 p:::i" cent o f the re-engined ai rcraft were m
ductcd into service in F ebruary 1984 for flying ins
t ructor's course. However, these a ircraft could not 
be e fT.cctive ly m ed ·owing to 'engine cut problem ': 
From the dale of induction in February 1984 to 
F ebruary 198 5, i 6 cases of engine cuts were reported 
and the technica l autho rities at Air HQ indica ted in 

February 198 5 that 13 cases r emained unso lv::!d 
despite numerous remedical measures recommended 
by PSU having been carried out. During the sa id 
period then· were 23 incidents of engine malfunc
t ioning involving 85.7 per cent of the ai rc raft 111-

d uc ted in to service . T he average utilisation of the 
a ircraft up to J uly 1986 was only 14.75 hours per 
month as against 30 hours envisaged. 

The remaining 36 per cent of the re-engined a ir
craft 'A ' whic!J was earmarked for imparting ab~ 
init io tra ining to pupil pilo ts has not so far b~en 
inducted in to service . A ir HQ sta ted in January 
l 986 thm d ue to e ngine p roblems and numerous 
engine cuis, it was considered not prudent to ind uct 
.the re-engined a irc raft for impart ing flyi 1~ training 
to ab in itio pilots. A gain in September J 9 86 the 
Minist ry sta ted that during the first ha lf of J 98 6 
lhe' re was only o ne cDgine cut and the positio n re
gard ing induct ion o f th ese rc-rengined aircraft for 
imparting ab-init io train ing to pupil p ilots wo uld be 
reviewed by Air HQ in D ecember 1986. 

Thu~ . 36 per cen l o f r~- engmcct aircraft 'A' o n 
the re··'.'nginbg of which R s. 3 2.40 lak.hs had been 
spc111. has not been ind ucted in to service for the 



past more than 2 yea rs due to engine problems and 
, engine cuts. Furl her the a verage utilisation of the 

re-engined aircraft inducted i nto servic.;: in the fl y
ing instructo r's course w as 14.75 hours per month 
as again st the 30 hours envisaged. 

..i2. Delay in ins!~lktion of a simulato1•-Avoid?.blc 
expenditure of Rs. 8.52 lakh.s in sending pilots 

for t l'aining abroad 

A contract was entered into in Octobe r 1982 by 
the Government with a fore ign manufacture r 'X' 
and th eir associates for supply of a new aircraft 'A' 
to the India n Air F orce ( IAF) , the delivJry to be 
made from Sep tember 1984 •to April l 986. 
Th ~ supply of the aircraft actually commenced from 

'- D~cembcr l 984 and the a irc raft were inducted into 
squadrcm service immediately thereafter . T he first 
ba'.ch of pi lots were also trnined at the manufoc
turer·s place abroad. Under the cont ract th e supplie r 
was a lso to supply a simulator at a cost of Rs. 5.7 1 
c:rores for th e training of pilo ts. The simula tor was 
to be suppl ied by June 1 985 but the supplie r was 
to provide d esign data by April 1983 so as to en
ab le the JAF to design and construct the building 
req u ired for the installation of the simulator . The 
JAF was to make ava ilable the completed build ing 
for inspect ion of the manufacturer by June 1985 
and carry out, if neccs5:iry. r ectifications advised by 
the ma nufacture r. 

The go-ahead sanction for the execution of work 
se rvices for induct io n of the aircraft at statio n 'Y ' 

~ was given in July 1983 and administra tive 
approval for work services including those re
qµir ed for the installa t io n bf the ~ imt:lator 

was acco rded in A ugust L984 for Rs. 15.05 crore<>. 
A contract for Rs. 92.22 lakhs for works inc ludin g 
tht building fo r the simula tor (Cost : R s . 36 lakhs) 
was concl uded in F ebruary 1985 with the probable 
elate of completion of the contract as !\!larch 1986. 
Th0 building . work commenced in March 1985. 
A nother contract r elatin g to air condit ioning and 
cold water plant for the sim ulator was en tered into 
in June J 985 with probable date of completion in 
J anuary l 986. The work commenced in J uiy 1985. 
T he simulator was evaluated at the man ufacturer's 
place in July 1985 and was received at s tation 'Y' 
during th·..: p t' riod Ap ril 1986 to O ctober 1986. T he 
Ministry of Defc11ce(Min istry ) stated in November 

1986 that in view of the complicated natur.:: of !he 
., work ser vices, the probable date of comple tio n of 

June 1985 o ri gina lly proposed b y Air Headquarte rs 
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was not found to be realistic. T he simulator was 

now expected to be commissio ned by January 1987. 
Accordihg to th~ Ministry the d elay was due to 
changes in design and technical spccificatious wh!ch 
were un foreseen. 

Due to non-availability of the simula tor for air
craft 'A ' because of slippages in comple tion of work 
~erv ices and. receipt of simu"tator a t s tat io n 'Y ' for 
training, the Government s anctioned in November 
1985 clepmation of another batch of p ilots to 
the manufacture r's pl_ac~ a !Jro~d for training 
on the simulator at an cstirna rcd cost o f R s. 8.52 
la khs. Th ese pilots were to man a new squadron to 

be formed in January J 986. This expenditure could 
have been avoided had the simulator been installed 
as per schedule. 

43. Premature withdrawal of an aircraft 

In 1956 Government apprcved a project for the 
u.csign, dc.:veJopllH' llt and prnductio n c.f an indig ~nou-; 
azrcza~t by a public ~ectt• r undcrtakmg (undataJ...ing). 
The time for development was initia lly estimated as 
4 ye~rs aorl the cost as Rs. J.09 cr1 •res . The .. 1ircrnft 
(MK-II) was to be designed a round an en gine.» 'B' 
then under development by a foreign fir~. Thi~ 
JJrcij"'c:t wa<;, hnwc.: ver. dropped in St'ptembc.:r J 960 
fis t.t1e frrcign firm abandon•.:d the project for ch.:ve. 
lopment of the eng ine in 1959 a nd due to financial 
implications of the develo pment of the engine in India. 
5 specific attempts to locate or d evelop a suitable en~ 
gine during 1956-75 d id not meer with any success. 
Upt0 March 1975. an .!Xpenditur~· nf Rs. 1 L.29 cro
rcs had been incurred by the undertaking o n the pio
j~ct against R s. I I .40 cron:s 5anc:tioned by t!lc 
G ov..: rnment. 

M ention was mad e in paragraph 10 of Reports of 
the Comptroller and Audito r Genera l of India , U nio n 
Governmen t, Defence Services, 19(.6 ::ind ] 974-75 
and a lso in paragraph 7 ct thL: Report of the Com,...
t roller & Auditor General of India, Union Gover~
ment. D efence Servces, 1975-76 about the infruc
tuous expenditure incurred on the project for the de
velopment of the engine. T he Public Accounts Com
mittee (70th R eport-3rd Lok ~:-.ibh:.i 1966-67) h.ui 
commented on the. i:ifructuo us cxpc1.c!1ture and ab0i.t 
a costly project having been undertaken without en
suring t ire availability of a ~ uitaek· engine. 

P..:ndl!lg the ::ksigll ing and tk '·"· lo mr.cnt of MK .I[ 

a irc.raft, aircraft MK. I was develop~d with a readily 
available bur Jess powerful engine 'A' a nd 122 MK. I 

aircra~ were manufactured and delivered by the un
dertaking to the Air Force at a ccst of Rs. 89.81 
crores and inducted info se rvice d uring 1967- 74. 



A fter a review of the project, the A!r Hcadquar~ers 
(HQ) decided in September 1974 to continue with the 
investigation of the problems connected with the pro
ject and further dcvclPpmcnt <inc~ modification o" 
MK. I ai rcraft with a vie\v ro enhancing its fa tigue 
li fe from 1,800 hours to a minim.um o[ 2,500 hours 
and improving its o·perat iunJI safety as well as effi
c iency. Sanct ion was accorded in July 1976 for 
incurring at addirional expenditure of R s. 102 lakhs 
on further development and modifications/improve
ments in MK. I airc raft already in service with a view 
to improving their o perational effectiveness and 
safety. The modificatio ns were carried out by the 
undertaking at a cost af R '> . 12.4 2 crores. 

Jn July 1980 Air HQ issued the firm task for 
repair/overhaul of MK. I aircraff to be undertaken by 
the undertaking during 1981-82. In D ecember 1980, 
the Air HQ informed rhc undertaking that the 
reduction of U nit E stablishment (UE) of the aircraft 
was under consideration of the Government and that 
rhe overhaul task for 1981-82 will be nil as against 
16 fixed earlier. The u ndertaking was asked to pla n 
the ir future requirements on that basis and intimate 
the redundancies and financial repercussion. On 
this basis the overhaul work. on 19 aircraft raken up 
by the undertaking ~s not completed . The under
taking h :-.cl rneanwcile been paid an 'o n account' pay
ment o f R s. 76.64 lakhs representing 60 per cer;t of 
the cost of the firm overhaul task as per the fixed 
quota1ions given by them. The 'on account' pay
ment has not been adjusted so far. The surpluses and 
redundancies with th~ un<!crta~ i11g were cf the order 
~f R ·;. 11 crorrs. 

The Ministry of D efence (Minis try ) stated in No
vember 1986 tha t the UE of MK. J aircraft was dras·-
1icallv r educed beca use the ai1 cn;ft had serious limi
tatio~s as a weai>on system affecting its operation"::ll 
utility in. the environm ent of eighties coupl~d with 
pro blems relating to maintenance and product support. 

MK. I aircrafr was inducted into service during 
1967-74 and were expected to remain in squadron. 
service up to 1984-85. Because of persisten t problems 
re lating to under-powered engine, which could not be 
replaced despite repeated efforts, since 1981 Air HQ 
pres~ed fm the premature wit11chawal of the aircraf~ 

from se.rvice. The Government sanc tioned in March 
1985 the withdrawal of 112 a ircraft with retrospective 
effect from l sr April 1983. The book value of the 
11 2 airc raft was R s. 112.4 l crores. The Ministry 
sta ted in November 1986 that out of 112 MK. I air
craft ordered to be withdrawn only 4 had completed 
50 per cenr of their approved fatigue life of 1,80 0. 
hours, 51 had completed more than 25 per cent but 
less than 50 per cent of the <rpproved fatigue life and 
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42 h a'ct completed only less than 25 per cent of the 
approved fatigi1e life. The numb er of hour~ flown by r 
rhe remaining 15 aircraft w::rc not known. Orders 
for the disposal / utilisation of the airframes, engines, 
equipment etc. of the withdrawn aircrnfl v..ere, hcw
ever, issued only in July 1986 and no disposal action 
was taken till October 1986. 

The Ministry stated in November 1986 that 

The a ircraft (MK. H) designed around the 
engine 'B' then under development by a 
foreign firm, was intended to be capable of 
a speed of Mach 2. 

The project had res~tlted in the de,velopment 
of MK. I tra iner aircraft .vhich had served 
the IAF till r ecently. 

The aircraft was designed as9 supersonic jet 4. 
fighter/bomber and it had reached speeds 
h eyond Mach 1 in dives. 

The projecr for MK. II was dropped as no · 
suitable engine could be identified. 

The aircraft withdrnwn were yet to be dis
posed of and they are occupying an un
covered area of 15,997 sq uare meters in 
the open at 17 different locations . 

The proposal ro reduce the UE was taken 
up with the Guvernm ~nt in Jarnuary 19tl0 
but due to non-final isa tion of plan for new 
type of aircraft to replace the MK. I air
craft the proposal was deferred . 

Summing up : 

The main points brought out are : 

even afte r incurring ~1n e:xpe·nditure o f 
R s. 1 I .20 crores on the design and develop
ment cf MK. JI ai1 craft a r:d afte r 19 y:;:a r.> 
of effo rt, the aircraft \.'uulrl not be deve!0-
ped and MK I aircraft with :tn under
powered eng ine was µianufactured by the 
underraking and brought into squadro n 
service; 

due t0 the failure 0f ! he t:ndertaking to 
incorporate the m odification and improve
ments in the aircraft, serious Jimitation of 
the aircraft as a weapon system; which affec
ted their operational utilitv :rnd the q!d 
design of the ai rcraft, the UE of MK. I a ir
craft was drastically reduci.>d in D ecem ber 
1980, resulting cancelhtion of the firm 
overhaul task for 16 aircraft al.ready given 
to the undertaking for 1981-82. 'On 
account" payment of R s. 76.64 lakbs given 
to l'he undertaking for the overhaul task for 
1981-82 had not so far been adjusted. 

y 
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as a result of the abrupt change in the 
overhaul/repair tasks stores of the value of 
Rs. 11.00 crores lying with the undertaking 
became surplus or redundant; 

112 MK. I airc::aft had to be withdrawn 
prerr.aturely with effect from 1st April 1983 
dlie to persistent prob!ems rdating to under
powere.d engine, which could not be replaced 
despite repeated efforts fQr 19 years; 

97 out of the 112 MK. I aircraft bad c!one 
on an average 516 l10Lrs only as against 
the prescribed fatigue life cf 1,800 hours. 
The n.umber of hours flown by 15 other 
aircraft was not known to Hinistrv: and 

Orders were issu~d only in July 1986 for 
disposal iutilisation of the-. 2ir-frarnes, t ngir.cs, 
equipment etc. of 112 MK. 1 aircraft of the 
book value of Rs. 112.41 crorcs withclrawc 
frnm service with cffel:I. from April 1983 
ano no disposal action ha~ been taker: till 
October 1986. 

44. Unnecessary import of a spare part 

Based on the requirements projected by an Equip
ment Depot \.Dep·ot), Air Headqa;ir1r rs (HQ) rni:'l'd 
a demand in March l 980 011 Supply Wing of an Indian 
Mission abroad (SW) for procuremen~ of 156 num
bers of an item 'C' along "ith other spare pares ,,f 
hvdrauirc equi_nment of aircrnft 'A' from a pl'o,?rk
tory firm 'B'. A contract concluded by SW on 12th 
No,ember 1980 with firm 'B' included supply of 
quantity 156 of item 'C' at a cost 0f Rs. 9.17 lakhs, 
•ht: supply to be m~de within 7 months. Con5iJcr
ing the urgency ·of requimments rhc contract alsc. pro
vided for de.>patch of item 'C' by rut. 

M\.'aP.while, in Oc.tober 1980 ite:n 'C' was indi~m · 
ously developed by Air Force Station 'D' at a cost of 
Rs. 4,632. The cost of local rr.anufacture of the 
item was assessed as Rs. 772 per piece against the 
ccnt;act rate for imported item r·f Rs. 5,879 in free 
foreign exchange. Tt.r item 'C' dev~loped indigl!r~ ·· 

ously was type approved on 31st December 1980. 
On 25th February 1981, i.e. 8 wu·ks afler type ap·· 
proval of the indigenous item th~ Depot informed 
Air HQ that the item was carablc of local rnam1fac
ture anJ desired cancellmir n of its demand. On 12th 
March 1981, Air HQ appronchl!d SW for canccl~~t

tion of their demand_ for the item but did not pursue 
the matter. The supply of ·the itc:m was completerl 
clurin2 1981-82. In addition t(l above, a st·JCk of 
19 numbers was also available with the Depot as on 
l : t April 1979. 

·At the 'insfance of Audit, Air HQ asked SW :n 
Ju!y 1983 to indicate the reasons for non-cancellation 
S/ l l)Al)S/86--12 
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of the item from the contract. Ihe SW i~ormed Air 
HQ in August 1983 that Air HQ communication of 
12th March 198 L rcqui:sting for cancdlati'on of th~ 
item had not been received by them. The import of 
item 'C' at a cost of Rs ~.17 lul:hs &s compareo rn 
the assessed cost of indigenous manufacture of 
R s. 1.20 lakhs only resulted in extra expenditure of 
R s. 7.~7 lakhs. 

The l\1iuistry of Defence (Ministry) stated that with 
in a month of the ri:quest for cancl'llation of the i'i.cm 
'C' frc ~..., the indent. the ~amc '>l<lrted arriving in Ir.dia 
and it was presumed by Air HQ ~1.at the canccllatton 
WJS r.ot accepted by t he suppli~r as the item was al
reac!y in lhe supply line. 

During April 1979 to Scpt:::mber 1 %5 quantity 36 
of item 'C'. was issued by th1.: Dq:ot to units. Based 
on this trend of irntc, the i>tock of 139 numbers as 
oa 1st October 1985 \\ooulcl last for at Jeast 25 yean. 
The Ministry st'ated that aircraft type 'A' are expected 
to stay in service till 1995 and there would be continued 
need for item 'C' upto 1995 and the entire quantity of 
it'em 'C' is likely to be fully consumed. 

The case reveals that the Depot had projected its 
demand for item 'C' in excess of. its requirements. 
Based on past issues, the existing stock would meet 
at least 25 years requirements whereas Aircraft type 
'A' for which the item was i1cportcd i~ expected to be: 
in service upto 1995. Had tnm:Jy action been taken 
for cancellation of import of item 'C', there would 
have been a saving of R s. 7.97 lakhs. 

45. Extra expenditme on procurement of integrated 
circuits · 

1 he Project D'irec.tor. Radar and Communicatit,11 
Project floclentor) raisi:cl in Janwtr)' 1980. an •opera
tional' indent on the Supply Wing of an Indian Mission 

· abroad (Supply Wing) for procurement of 123 items 
of 'Integrated Circuits for Radars'. The indent 
was accompanied by _ a proprietary article certificate 
(PAC) in favour of manufacturing firm 'A' for 2 i 
items; for remaining items another firm 'B' was cited 
as an alternative source. The indent estimate of F .F. 
3 23 535 f~r all the 123 items wac; based on firm 'A' , , 
quotation of 28th September 1979 valid upto 31st 
December 1979. The quotation \\US, however, not 
received with the indent. 

P ending receipt of correct address of firm 'B' from 
the inckntor, tbe Supply Wing is~:1td (31st ·March 
1%0) a single tender enquiry l<' fir:n 'A'. The en
quiry was, howcve1, not ~ent to rhr correct address as 
given in the PAC and there wa!i no response to it. 



No enquiry was sent to firm 'B' C\ell after the correct 
adl!rt:S'i of that firm was receiv.:cl c·n 9th May 1980 
from the indentor. 

The Supply Wing did not follow up the matter at 
all; and, in April 1983, without any reference to the 
indente r it treated tlte indent as cancelled. In Sep
tember 1983, the indenter reminded Che Supply Wing 
that a contract covering the indent was still awaited 
and the latt~r issued ~n 3rd No" .:rnber 1983 a fre~h 
tender enquiry to firm 'A' at the address given in the 
PAC. In response, firm 'A ' quoted on 26th April 
1984 SFR 1,32,270 (Rs. 5.°80 lakhs) for supply of 
103 of the items and a cont.ract was finally placed on 
them on 25th July 1984 at the quoted prices. The 
contracted J>rices were higher by Rs. 3.15 lakhs than 
the estimated cost uf FF. 1,5 1,723 {Rs. 2.65 Jakhs) 

of these 103 items as per the indent. The remaining 
20 items (estimated cost. FF. 1,71.8 13) costing more 
than 50 per cent of rhe indent estimates and not quo
ted for by 'A'. were d.:ktcd (7Lh .I r:ly 1984) by ch~ in
denter. 

The following comments arc ofkr!!d. : 

Failure of the Supply Wing to, ab initio, issue the 
tender enqu.;ry at th e ccrr.:ct adJn.::;s led t'o !ack ,if 
r'!socnse from firm 'A'. Their failure to issue a ten · 
der · enquiry to firm 'B' also deprived the Government 
of tl1e henefi.t of competitive prices. These, coupled 
with thl.!ir failure to rake any follow-up acti'on for rr.ore 
than 3t yea'l's, resulted in steep escalation of cost~ 

putting the Government to avoiJable ~xt.ra expendi~:.ire 

of Rs. 3.15 lakhs in procuremen t of 103 items alone; 
the prices paid wer:! 118.9 per ::::nt f. igher than rhos~ 
qiJ·otcd by the firm in September 19':/9. Further the 
contract against this 'operational' indent raised in Jan
uary 1980 cou ld be finalised only in July 1984 i.e . 
# years later. The indenter srated (June 1986) 
ti.at due to proloni.;cd delay, orerat.i0nal requirements 
suff aed and the equirmcnt was O"erat ed with redu
ced capabality by mnkii·g use uf redur.ciancy avaibble 
in the equipment and by procuring certain spares from 
the loc::iJ markets C\e!l thoue;h 1he quality of su,·'.1 
spare.5 was not assurl.'.d. · 

The Supply Wing ~;tatcd (September 1986) that Jong 
silence of over 3 years on the part of the indenter 
led them to presume that the requirement had ceased 
to exist and the indent was therefore treated by them 
~s cancelled in April i 9S3. The in(~en t'Or, howeser. 

stated (June 1985) that between 25th April 1980 and 
14th March 1984, he bad sent 11 reminders to the 
Suppiy Wing fo expedite . procun·ment. 

46. Procurement of aircraft stores 

In April 1979, Air Headquarter.; (Indenter) raised 
an indent on the Supply Wing of an Indian Mission 
abroad (Supply Wing) for procurcmcf1l of 34 numbers 
of a n item (bearing part number 'X ') of aircraft at 
an estimated cost of R s. 27.57 lakhs. The indent 
which was accompanied by a proprietary art icle 
certificate (IPAC) ·in fav,:mr of manufacturing firm 
'A' indicated a Supply Wing conrract of 7th Feb
ruary 1979 (issued in April 1979) as a reference to 
the last source of supply; .:;upply against that con
tract, with part number 'Y ', had been received from 
firm 'B'. By means of a Note on the indent, the 
indenter desired the Supoly Wing to en~tire that 
maximum possible qunntity C'·f t! c item was pro
cured 'at the lower quotat ion· (apparently from firm 
'B' or other sources of supply, if any) and only the 4
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balance, if any, from the manufacturing fim1 at the 
hip,ber .rate. 

On 15th May 1979 the Supply Wing issued a 
single tender enquiry to ti.rm 'A'; n'o enquiry was 
issued to firm 'B'. Jn response, firm. 'A', stated 
(28th June 1979) that part number 'X' was super
seded by part number 'Y' and quoted a price of 
£ 5,031.13 each for the new part number; delivery 
to be com["Jkted in J 4 n1011 Lhs. ~i1:Cc The price quo~
ed was higher by as much as 36.36 per ce nt than the 
last purchase price of Februa ry !April 197~, the 
Supply Wing isstted (17th July 1979) an enqutry to 
firm 'B' also. Jn' reply, firm 'B' also stated (6th Aug
ust 1979) that the item of stores bearing part num
b er 'X' was obsolete and had been replaced by part 
number ' Y' which was fully interchangeable with the 
former. Firm 'B' quoted a unit price of £ 3,680.77 
for the item bearing part number 'Y'. 

The Supply W ing then referred (7th August 1979) 
the matter to the in den tor stating that firm ' A' l~ad 
quoted a price of £ 5 ,03 1.l~ each for stores bea~n~ 
part number 'Y ' as stores bearing part number x, 
hacl bc\!n superseded They ~!so .-tafeci that firm 'B 
who had supplied the stores in the past had offered 
the item. with part number 'Y', at £ 3,680.77 each. 

The indenter in his telex of 27th August ;,97.9. as
ked the Supply Wing to procu re only the original 
unmodified stores" i.e. part number 'X '. Thereupon 
the Supplv Wing asked (4th Septembe~ 1979) firm 
'A' to quote only for origim1l st0res bearing part m~m-
6 r 'X'. F irm 'B' were not invitee! to. qHot:. Firm 
'A' auoteil (30th October 1979) '.l unit once . 0f 

r:- 5 460 06 wit11 a delivery schedule of 18 mon~h<; 
~;o~· the . receipt of the order. After ne~otiating with 

( 



that firm the Supply Wing placcJ ·an order (30th 
November 1979) with them for supply o( 34 num
bers of the item bearing part number 'X ' at a price of 
£, 5,079 each. After allowing for a cash discount o( 
3.75 per cent the total cost of the order worked ou t 
co £ 1,66,210.28. 

Subsequently, on 23rd May 1980, firm 'A ' infor
med the Supply Wing that si nce }he item conformed 
to an early modificatio n standard they were experien•ce
ing delivery p roblems and would not there(ore be 
able to meet the delivery target of 18 months. In
stead, they offered delivery of 10 numbers in June 
1981 and the balance in September 1981. The 
Supply Wing accordingly issued (7th December 1980) 
an amendment to the contract rcfixiJ1g the delivery 

schedule, as desired b y the firm. • 

On 3rd July 1981 the indentor ~cnt a telex to Sup
ply Wing a king for the airlifting of 14 numbers of 
the part on AOG (Aircraft on ground) priority. Jn 
the same telex he a ked the Supply Wing to amend the 
contract so as to procure the items wi th the modified 
part number 'Y' instead of part nurn.ber 'X'. The 
Supply Wil1g wrote to the ftrm accordingly on 6th 
July 1981 without mentio ning anything about the 
much lower price of part number 'Y'. There was no 
response from the firm. The Supply Wing neither 
pursued the matter nor issued any amcn·ctmcnt to the 
contract. The supply of 32 n umbers, out o( the 
cont ract for 34 numbers, bearin g part number 'X ' 
was made by the fi rm and paid for between June 198 1 
and Nove~1ber 198 1; the (emaining 2 numbers were 
supplied in October l 982 ::i nd March 1983. 

The followin·g points arise : 

( i) F irm 'B' had supplied the same stores bea r
ing part number 'Y' against con tract of 
February/A.!1ril 1979. According to the 
Indentor's note on the jndent also, cheaper 
stores Crom sources other tban the manufac
turing ftrm (in whose favour a PAC was issu
ed) were to be prd,·m.:d . J ~;, t.: e of a PAC by 
the indentor was, therefore, avoidable; it 
resulted in' the issue of a single tender en
quiry to firm 'A' by the Supply Wing. 

(ii) Against previous contract of F ebruary / April 
1979 the indentor had accepted from firm 
'B' stores wi th part numbL:r 'Y' which was 
a later version of part number 'X' and 
fully interchangeal>le with it. In this case 
the indentor not only asked 1:ur part number 
'X' but insisted upon it even when the rela
tive merits and costs of part mrmber 'X ' and 
'Y' were explained to him By the time the 
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indentor decided to go back to the procure
ment of part rnimbers ·y' (July 1981), it 
was too late as supplies under the .;ontract 
had already commenced in J une 198 1. The 
belated decision of the indentor in accept
ing the fu lly interchangeable part number 
'Y ' resulted in an avoidable ex tra expendi
ture of £ 4 1,064. J 0 (Rs. 7.39 lakhs.). 

(iii) l n addition to the avoidable extra expendi
ture of R s. 7.39 lakhs, procurement of stores 
wi!h part nu mber 'X' resulted in supplies 
getting delayed to such an extent that in 
Jul y 1981 , the stores were required on AOG 
priority; delivery of storns with part number 
'Y' would have been com pleted, as per the 
June 1979 offer of firm 'A' before 1980 
end. Further, the stores proc;mcd had already 
been sup~rsedecl , a fact, which the indentor, 
too, noticed t hough bebteclly .in July ~981. 

The Supply Wing stated (August 1986) that the 
audit observation related primarily to the indentor's 
ac tion in delaying their decision by one year and seven 
months to change the or iginal part again to the new 
part and added that no firm would accept a change in 
the contracted item, particularly an obsolete unmod i
fied part speciaU) put on production line for the 
purchaser, at such a belated sta"ge. 

The Ministry of Dzfence, however, lated (Octo
ber 1986) that , the supplier ms1sted on procuring 
unmodified hu bs apprehending problems in the pro
curement of modi~ed tubes ro go wirt1 the modified 
hubs. They added that firm 'B' could supply only 
4 numbers of modified hubs and even if these were. 
procured from them the savin~ in cost would have 
been of the order of Rs. 1.36 lakhs ;Jnly. Both the 
argu ments are incorrect as in the ir quotation of 6th 
A ugust 1979 firm 'B' had specifically offered 34 
numbers of modified hubs and aho made it quite 
clear that the original l!llmodificd tube was fully 
inter-changeable. and useable on the modified bubs. 

.J7. Procurement of accessories for Aruna System 

An indent fo r procurement of accessories for 
Aruna System (estimated cost : Rs. 3.25 Jakhs) by 
Air Headqua rt~rs (!ndentor) on Di rector General 
Supplies and Disposals (DGSD) in January 1981, 
was cross-mandated to the Supply Win g of an Indian 
Mission abroad (Supply Wing) in February 1981 on 
the ground that l ndian agent of the firm in whose 
favour proprietory article certificare (PAC) was 
issued by the indentor , was not known . The require
ment was indicated as 'very urgent'. T he indent 
estimate was based on an offer o.f 11th April 1980 
of the PAC fi rm valid upto 30th July 1980. 



On receipt of the indent (3rd March 1981) the 
Supply Wing issued a single tender enquiry (29th 
April 1981) to the PAC firm inviting their quota
tion bv 9th June 19.S l. The firm did not quote !Jy 
the due · date or ther~after . The Supply Wing also 
did not remind the firm. When the indentor made 
enquiries (4th November 1981 ·and 15th April 1982) 
the Supp·ly Wing reminded the firm on 4th March 
1982J5th May J982 who, on 5th October 1982 sent 
their quotation of 10th June 1982, valid upto 31st 
January 1983. The Supply Wing referred the quo
tation to the indenter on 20th October 1982 for 
yonfirma tion, inter-alia, a sking for additional fore ign 
exchange sanction. The indentor, however, in hi1i 
letter of 24thl31st January 1983, intimated his re
vised requirement of reduced quantities a11d request
ed t!ie Supply Wing to ap;-n 1ach 1he firm for r..:vald
ation cf their offer (expiring or: 3 ht January 1983) 
and for confirmation that reduced quantities would 
be supplied at the rates quoted; enhanced cost sanc
tion was to be obtained thereafter. 

Instead of ap'Proaching the firm for revalklation 
of their offer of 10th June 1982 for supplying redu
~d quantities required bv the indenter, the Suppl\ 
Wing issued (14th February 1983) a fresh tender 
enquiry for the reduced quantities. The firm sta
ted (18th March 1983) that they bad already given 
two offers on 16th April 1980 a11d JOch June 1982. 
validity of which had already expired and that they 
would submit a new offer, if required. The Sup
ply Wing ·asked (31st March 1983) the firm to expe
dite their quotation. There was no response from 
the firm and the Supply Wing also die not pursue the 
matter. 

ln the meantime, the indentor, i11 his two letter:. 
of 17th March 1983 and 30th September 1983 in
fortnl)d thl! Supply Wing that c r:lu:nced cost sane. 
tion had been obtained and desired procurement ol 
the item as it was required 'critic1lly' . The Suppl] 
Wing issued a~other tender enquiry to the firm on 
14th October 1983. The firm quoted (3 rd January 
1984) further enhanced prices valid upto 31st March 
1984. This offer of the fi.rm was also referred (5th 
January 1984) to the indentor for advice and for 
confirmation of availability of foreign exchange. 
The indemor replied (14th · March 1984) that the 
matter regarding enhanced cost had been referred· to 
the Ministry of Defence and desired that validity of 
th offer of January 1984 be got extended at least 
bv one month. The Supply Wing's request of 3rd 
April 1984 to the firm for extending the validity 
of the offer upto 3 l st May 1984 remained nn· 
replied. However, on · receipt of the indentor's 
message or 29th May 1984 that addit ional forei.un 
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exchange had been released, the Supply Wing, based 
on the firm's quotation of 3rd January 1984 (valjd 
uplo 31 st March I 984) placed a contract dated J st 
June 1984 (actually issued on 28th ·June 1984) on 
the firm for US Dollars 37,000 simultaneously con
firming the order by a telex message on 6th June 
1984. A s the order was placed after expiry of the 
firm's offer on 31st March 1984, the firm de.mantled 
(25th June 1984) a price readjustment of US 
Dollars 740 which was allowed by amending the con
tract in July 1984. The stores handed over by the 
firm in May 1985 JJuly 1985 were shipped to the 
indentor in October 1985. 

The following points were noticed : 

(i) The Supply Wing took nearly 2 months in 
• floating a single tender enquiry to the 

PAC firm after receipt of the indent on 3rd 
March 1981. Even thereafter the Supply 
Wing did not pursue tile matter between 
June 1981 a tl(J March 1982; it issued a 
reminder to the firm only on 4th March 
1982 after the indentor made enquiries in 
November 1981. 

(ii) The indentor was informed by the Supply 
Wing on 20th Octob-.:~ i 982 abcut lhl! 
offer. of the firm which was valid upto 3l st 
January 1983. The indentor, however, 
took over 3 months in revising his require
ment and intimating the same to the 
Supply Wing for taking up the matter with 
the firm. 

(iii) Late receipt of the revised requirement by 
the Supply Wing on expiry of the olTer 
of June 1982 Jeft little scope for the 
Supply Wing to negotiate with the firm 
for supplying the reduced quantiies at 
June 1982 prices after getting validity 
thereof extended . This resulted in Govern
ment being put to an avoidable extra 
expenditure of US Dollars 16,710 (Rs. 2.02 
lakhs) as compared to the Jl111e 1982 offer 
of the firm. 

(iv) In addition to the avoidable extra expen
diture of Rs. 2.02 lakhs delays and the 
generally casual attitude on the part of 
both the indentor and the Supply Wing 
in pursuing · the procurement led to the 
stores required by January 1982 (as per 
the indent) 10 meet an 'urgent requirement' 
being shipped to the inderrtor as late as in 
October 1985. According to t11e indentor 
(January 1985) the delay in supply of 
stores adverselv affected the serviceability 
of the equipment for wan t of spares. 

y 



The delay in · i sue · of the tender · enquiry (3rd 
" March 1981 to 29th Apri l '1981) and Jack of follow 

up action thereafter till 4th March 1982 were attri
buted by the Supply Wing (September 1985) to 
rejuctioo of their staff strength in 198 J. T11e 
Supply Wing, however, assigned no reasons for the 
lack of follow up 0ction between April 1983 and 
October 1983. 

The Mini try of D <:.fencc stated (October 1986) 
that the delay in revising the requirement by the 
indentor and finali sing the contract by the Supply 
Wing wa beyond the co ntrol of the two organi
sations. 

48. Rcp.ai'rsjoverb:.iul of HS·748 propellers 

Air Headquar.ters (HQ) approved repair! overhaul. 
of 26 and 2 1 propellers of a certain aircraft for the 
years 1979-80 and 1980-81 respectively. Indian Air
lines was the repairing agency for these propellers. 
However, since 1977 Indian Airfo1es was not able to 
cope with the repair needs of Air HQ. Air HQ 
mooted a proposal in August 1979 to get the 
propellers overhauled from the manufacturer or ally 
other foreign' agency. Accordingly, enquiries were made 
through Supply Wing of an Indian Mission abroad from 
foreign firms. The enquiries revealed that the propel
lers could be repaired at a maximum unit cost of £ 
8500 (Rs. l ,46,455) including the cost of replace
ment spares by firm 'A" (manufacturer), Firm 'B' 
quoted the rate of basic overhaul at $ 2,100 and total 
cost ranging between $ 9000 and $ 18,000 in
clu~ing the cost of spares excluding replacement of 
hubs and blades. Till 1981 .the matter remained under 
correspondence between Air HQ and the Supply Wing 
and no action was taken to place firm orders although 
the firms bave been indicating escalation in the cost 
of repair . 

ln J_uly 1981, Air HQ placed an indent on the Sup
ply W10g of another l qdian Mission for .the repair of 
12 propollcrs at an estimated cost of S 2.46 Jakhs 
(Rs. 19.68,Iakhs) and followed it up by sending it to 
~m 'B ' in October 1981. F irm 'Il' quoted.rates rang
ing between $ 31,855 and $37,967 per unit repair on 
examinat ion of the propelle rs. These rates were inti
mated to Air HQ by the Supply Wing in October 
1981 who requested tbc Supply \Ying to insist on 
firm's adherence to the original quotation. 

On 2nd N ovember 1981 the Air attache of the 
Supply Mission informed Air HQ as under : 
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" It was understood from the firm's representative 
that although they had · maintained overhaul Jabour 
rates al 1979 levels, the increase in repair !overhaul 
estimates is mainly · due to the escalation in cost of 
materials over which the firm has no 'control since 
these are 1:rocured from manufacturers! other sup
pliers. It w&s also staled that the propellers sent by 
Tndia11 Air Force (JAF) had been In storage in un
serviceable condition fo'r several years (1974 to 1981) 
causing considerable corrosion and other forms of 
deterioration. As a result the work required in bring
ing them back to serviceable condition is much more 
than in the case of propellers sent for overhaul im
mctliately atter removal. " 

It was, howeyer, seen in audit that the cost of re
pair had no relevance with the date of removal of 
propelJer from aircraft as analysed below : 

SI. Date o r removal from.aircraft Cost or repairs 
N o. (final) in dollars 

J. 28-8-1980 32,393 .16 

2. 22-5-1974 32,436.32 

3. 18-5-1978 34,126.66 

4. 18-10-1979 34,039.48 

5. 5-2-198 1 31,038. 73 

6. 26-2-1981 32,200. 88 

7. 16-7-1980 33,408 .08 

8. 15-9-1980 37,002 . 77 

9. 30-10-1980 *25,766.00 

10. 4-4-1981 32,829.27 

11 . 12-9-1978 . •24,253.65 

12. 12-9-1978 "29,665.99 

Total 3,79,161.09 

*without blades costing $ 72435 each . . 

In January 1982, ,the Supply Wing informed Air 
HQ that the firm threatened to dispose of the propel
lers in order to recover their costs if the contract was 
not finalised within a .week. 

Air HQ conveyed (March 1982) approval of tbe 
Government to get the work done at enhanced costs. 
Altbough the prices had been revised by finn 'B', the 
revised prices from firm 'A' were not enquired as 
firm 'B' was being treated as a proprietary firm. Ao 
order for repa.irJoverhaul of the 12 propellers at a 
total cost of $ 3.79 lakhs (Rs. 35.26 lakhs) was plac
ed in March 1982 involving extra expenditure of 
Rs. 15 .47 lakhs over the maximum cost quoted in 
1979. 



The Ministry stated (September 1985) that the 
cost of repairjoverhaul of 12 propellers was 
only $ 267878 (Rs. 24.91 Iakhs), $ 110315 
being the cosi of sparc.s sopplied by IAF. 
Thus, extra expenditure over and above the estimated 
cost has been of .the order of Rs. 4.96 lakhs only 
and not Rs. 15.47 lakhs. Jn this connec~ion, it was 
observed that as the cost of spares was included in 
the rates offered by the firm in August 1979 the spares 
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supplied by IAF constituted extra expenditure which 
could have been avoided if the order had been placed r
against original quotation5. 

Although it was clear in 1979 that the output 
from Indian Air lines was not matching the repair 
needs and the repairjoverhaul bad to be done from 
foreign firms, it took 23 months to finalise the indent 
resulting i11 extra expenditure of R~. 15.47 lakhs. 

y 
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CHAPTER 8 

NAVY 

49. Review of Nav:.tl Air Stations 

The Air Squadrons of the Indian Navy . operat_e 
from Naval Air Stations and ships wf!ich provide faci
lities for the operation and maintenance of these 
squardons. A review of the \vorking of the two Naval 
air stations 'M' and 'N' and the squadrons based on 
•them was conducted and the findings are contained 
1n the paragraphs which follow : 

2. Aircraft availability /serv;ceability 

Based on the role · and ,task assigned to each squa-
dron, the Unit Establishment (UE) of the squadron 
signifying th<.> type and the number of aircraft to be 
provided to the squadron is authorised by the Govern
ment. The average percentage of aircraft made avail
able to the squadrons during the years 1981 to 1985 
as compared to the authorised UE and the percent
ages of serviceability of the aircraft made available 
were as foliows : 

Stations/ Type of Average Average Average 
squadrons aircraft percentage percentage percentage 

of availabi- of service- of service-
lity of air- able air- able air-
craft against craft against craft 
UE sane- the a ircraft against the 
tioned dur- made avail- sanctioned · 
ing able during UE during 
1981-85 1981-85 1981-85 

Station 'M' 

' P' ·o· 83.33 64. 86 54 .05 

'Q'&'R' . ' H' & 'T' 76. 19 67 .00 51.05 

·s· 'E' 66.67 29. 101 1 9.40~ 
j27 . 18 18. 22 

'T' 'E' 67.48 25 . 23 l 7 . 03 J 
Station 'N' 

' U' 'A' 68·.44 
'V' 'B' 94.00 61.45 57.76 
·w· ·a· 77.20 41 .79 32.26 
'X' 'C" 64 .72 63 .84 4 1.32 
'Y' ' F' 4-0 .00 74 .80 29.92 
' R' 'H' & 'I' 131 .60 68. 15 89 .68 

2. 1 Aircraft 'H' & 'I' 

While the authorised UE of 'H' & 'I' aircraft was 
not made available at Station 'M', more than the 
authorised UE of aircraft were made available at 
Station 'N' . The Ministry of Defence (Ministry) stated 
in November 1986 that the aircraft held in excess 

were earmarkeCI for 'Antartica Expedition' and their 
allotment. to Stat.ion 'N' was only for accounting pur
poses. 

2.2 Aircraft 'E' 

The average serviceability of aircraft 'E', it would 
be seen, was very poor being only 18.22 per cent of 
the aircraft made available. The poor serviceability 
was attributed by the Naval authorities to : 

the high rate of fa ilure and poor service
ability of the communication equipment fitt
t:d in the aircraft, 

spares for the aircraft having ,to be imported 
and the lead time being very Jong, 

th:: rapid obsolescence of the avionic sys
tems owing to fast changes in technology 
and increasing difficulty time wise and in
availability in spares procurement, 

limited fi rst, i.:econd and third line servicing 
facility available with Navy for the aircraft 
components and systems and deep level ser
vicing having to be done only at the manu
facturer's works abroad . 

The delay in the setting up of repair facilities in the 
country for aircraft 'E' and the consequent expendi
ture incurred in having to ·send a ircraft!parts .to the 
foreign manufacturer for repair were commented upon 
in paragra.ph 52 of the R eport of the Comptroller and 
Auditor General of India, Union Government (De
fence Services) for the year 1982-83. For want of 
essential spares, aircraft 'E' remained on ground 
(AOG) for 735 days, 910 days, 593 days and 983 
days durin g the years 1981 , 1982, 1983 and 1984 
respectively. 

Acquisition o f additional number of aircraft 'E' 
t'ogether with spare engines/spares etc. was sanctioned 
in August 1983 and May 1985 a t a cost of R s. 423.82 
crores in fre e foreign exchange but repair facilities 
have not been augmented. 
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2.3 Aircraft 'F' 

The average serviceability of ·aircraft 'F' was aJso 
poor being only 29 .92 per cent of the authorised UE 
and this was attributed by the squadrons mainly to 
rhe shortage of spares and 'assemblies-. 



2.4 Aircraft 'G' 

Aircraft 'G' also had a poor average serviceability 
of 32.26 per cent, thoogh it was built indigenow;ly 
by a public sector undertaking (PSU) . The poor ser- ·, 
viceability was attributed to lack of spa1es and ab
normal delay in' inspection of the aircraft by the re
pair agency i.e. the Air . Engineering Department 
(AED) at Station 'N'. 

The AED at Station 'N' had ~aken in 8 cases much 
more than the- standard time of 3 months for inspec
tioc as shown below : 

Time taken for inspection 

6 months to one year 

1 to 3 years 

More than 3 years 

Number of 
cases 

6 

The number of days the aircraft 'G' rema ined on 
ground were as follows : 

· Year 

1981 
1982 
1983 
1984 
1985 

No. of days 
of AOG 

179 
266 
121 
265 
700 

(upto 
September 
•t985) 

3. Slwrtfall in perforn;ance _of approved tasks 

The shortfall in performance of approved tasks 
during the year 1981 to 1985 with reference to air
craft made avajJable was as follows : 

~------· ----
Squadrons Aircraft Percentage of shorifall in achievement 

of task during 

. 1981 1982 1983 1984 1985 

'P' 'D 25 NTL NIL NIL NTL 
'Q' & 'R' 'H'&'I' 39 .8 N1L NrL NTL NlL 
'S' 'E' 49. 08 24.41 47.1 38.3 33.5 
'T' 'E' 43 .80 50.00 61.8 71.33 44 .00 
'U' 'A' 39 .50 48 .3 
•v" 'B' NTL NlL 17.83 21 .41 27 .3 
·w· 'G' 42 .70 55.00 56.()9 54. 6 so 
·x· 'C' 34.8 NIL '10 .00 22.92 0.09 
'Y' 'F' 22 .6 28. 33 56 .00 NIL NIL 
'R' 'H '&'l' 40 .00 4.00 31.6 27 . 1 NIL 
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The shortfalls were attributed by the Naval authori-
ties broadly to : ')' 

poor availability of aircraft compared to 
UE due to lack of spares and assemblies, 

erratic availability of radar, 

weather conditions affecting flying, 

·unpredictable major unserviceability, 

delay in setting up maintenance infrastnic
ti:1re and support facilities (squadron 'X') , 

inadequate training abroad of technical pcr
so~n~l (squadron 'X '). 

4. Non-giving of g!tnl!ery traitiing iii aricraf t 'D ' 

Government sanctioned in March 1980 acquisition · 
of additional 'M' number aircraft 'D' at a cost of 
Rs. 368.37 lak11s in FFE for squadron 'P ' to meet the 
proposed increase in training tasks to be d~nc by the 
squadrons, which inter alia included gunnery practice. 
The aircraft were received in squadron 'P' during 
December l 980jFebruary 1981. On the basis of 28.8 
per cent <;>f total tasks aswmed for gun•nery practice, 
the ' ave~age number o_f a~rcraf~ acquire.cl for gunnery 
1rainii1g worked out to 2 including th~ maintenance 
reserve and strike off wastages. It was, however, seen 
in audit that the squadron-was not sanctioned to hold 
guns and the gunnery training was not imparted in 
aircraft 'D '. The Ministry· stated in November 1986 
that the delay in allotment bf guns was due to cer tain 
technical problems and tais has since been sorted 
out in 1985 and the guns allotted . 

5. Delay in setting i1p of overiuwlf.•·epair facilities 
for aircraft 'C' and 'F' 
Aircraft 'C' and 'F' were procured from ·a foreirn 

supplier and inducted into service in Indian Navy in 
J 977 and l 980 respectively. A contract for the estab
lishment of overhatil facilities at station 'N ' for these 
aircraft with the technical assistance of the foreign 
supplier was concluded by the Government with the 
supplier in November 1981. Though the project re
port was received from the supplier in October 
1982, the administra tive approval for the 
connected civil work.:; estimated to cost Rs. 435.47 
lakhs was accorded by the Government only in 
January l 986 with probable date of completion in 
270 wee:ks. ( i.e. by March 1991 ). 

M~a.nwhile, equipment/documents costing 
Rs. 177.17 _lakhs were contracted for in 1983 and 
1984 and received i~ a stock holding depot '0 ' durin~ 
Janiiary 1984 and October 1985. Of the total 108 
Items of equipment received 11 were issued to station 
'N' during October-November 1985 and the remaining 

...... 



equipment costing Rs. 141.05 Jakhs were being helu 
in stock hold ing depot 'O'. The warranty period of 
12 months for the equipment had already expired. 
Pending the serting up of repair facilities, the over
haul/repair of all types of ro tables a nd components of 
aircraft 'C' and 'F' is being done in the foreign coun
try. The cost of such overhaul/ repairs done in the 
foreign country so far, amounts . to Rs. 4.98 crores. 
The Ministry stated in November 1986 that the ov::r
hnul f<:tci l ities being set up at Station 'N', envisa_ses 
the overhaul of only 284 types of rotables/components. 
The remaining rotables/components together with all 
ai rframes and aeroengines would st ill be required to 
be overhauled by a repair agency other than the Ind ~an 

Navy. 

,,_ 6. Simuhrtor fo,~ aircraft 'E' 

Aircraft 'E' was inducted ;nto service in the Navy 
during 1970-7 \ The procurement of a simulator for 
aircraft 'E ' at a cost of Rs. 263 Iakhs (revised to 
Rs. 267 lakhs in February 1977 and to R s. 267.5 lakhs 
in April 1979 and finally to Rs. 290 lakhs in October 
1979) was sanctioned by tbe Government in August 
1974, but the f!dm inistrative approval for the connect
ed civil works est imated to cost R s. 14.31 lakhs (re
vised to Rs. 16.22 lakhs) for the simulator at station 
'M' was accorded by the Naval HQ only in October 
1977 i.e., after more than 3 years. The Ministry 
stated in November 1986 that the contract for the 
simulator could be concluded only in November 1976 
as the global renders earlier received by · the Director 
General Supplies and Disposals were rejected by the 
Purchase Committee being in excess of the sanctioned 
cost. The Ministry fur ther stated that the drawings 
for the buildings were received only in 1977. 

The simulator was received in November 1978, !he 
civil works were completed in February 1979, and the 
installation of the simulator completed in June I 979. 

Even though, the simulator was meant for traini ng 
of aircrew and maintenance personnel, no course for 
training maintenarice personnel was undertaken on !he 
simulator uptil October 1986. 

While submitting proposals for ~rocmement of 
s imulator the Naval HQ had in December 1973 state<l 
that utilisation of the simulator would be 1,4 72 hours 
per annum, again~l which the Naval Command had 
fixed fl ying hours of 1,000 hours per annum . . ,Ewn 
the reduced flying hours could not be achieve9 and 
the average utilisation was only 423 hours per annr.1111 
during the years 1980-85. The Naval authorities 

S/ 1 I>ADS/ 86--13 
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attributed the under-utilisation to the poor sC'rvice
ability of th~ simulator due to : 

in•adequacy of tools and test equipment, 

shortage of spare parts, 

lack of trained technical personnel, 

frequent power failure, 

inadequacy in air conditioning. 

According to the terms and condiCiom of the con
tract under which th<! simulator was procured, the 
supplier was to train Naval personnel and sui::p·iy 
spare parts and te:;( equipment. The Naval aulhoti- _ 
ties stated in November 1981 that the list of tools, 
test equipment and spares submitted by the manu
facturer did not indude spares for cGmputers and 
these were s~bsequently ordered. /\ proposal sub
mitted in Sepre~b·~r 1981 by the Naval Command 
for entering into a maintenanc .~ contract fur the 
computer of the simulator with CoJllputer Main·
tenance Corporation was not approved by Govern

ment. 

To overcome freqt:ient puwcr failures pruvision of 
a stand-by generating set for the simulator wa~ sanc
tioned in May 19 82 at a cost of R s. 3. 97 lakhs 
(revised to R s. 5.66 lakhs in October 1982). The 
set was expected to 1)C provided within 60 Wf cks ~.e . 
by December 1983. Thl' generating set which was 
installed in January 1985 broke down Jo1.1e to 
mechanical defe:.:ts d~1ring trial runs. The Ministry 
stated in November 1986 that the generator was 

repaired and is opl!rational. . 

7. Befab Safe/and Arrester Barrier 

Jn December 1983, the Naval HQ sought immedia: e 
sanction of tht:; Government for procurement of three 
Befab Safeland Ar rester Barriers (BSAB), one each 
for installation at either end of the runway at Station 
'N' and the third as a stand-by set. BSAB was C('n
sidered an inescapable and mandatory safety. require
ment. Gov·ennment sanctioned in December 1983, the 
procurement of. 3 systems of BSAB, with two set<> of 
spare parts at a total cost of R s. 46 lakhs (Rs. 38 
Iakhs in FFE) from a foreign firm . The Naval HQ 
raised an indent for the same in February 1984. A 
contract was concluded with the firm in March 19 8~ 
for the supply of the equipment at a cost of Rs. 36.5 
lakhs and the s~ts were received in a Store D epot dur
ing March/May 1985. Even before placing the indeDt 
for the item in F ebruary 1984, a proposal · to further 
extend the runway due to acquisition of a heavier air
craft was. under consideration Qf the Navy and the 



administrative approval for the work services for exkn
sion of the runway was accorded by the Government 
in September 1984, with probable date of completi.o n 
of the work services as March 1989. The .equipmcJJ t 
procured at a cost of Rs. 36.5 Jakhs ca nnot be instal!ed 
till the completion of extension of runway and is 
therefore, lying in the stock of the sto res Depot. The 
warranty period of 12 months for the equipment !:lad 
already expired . . 

8. 50 Watt V HF T ransrcceivers 

In July 1982 Government sanctioned the procure
ment of 17 VHF transreceivers 50 Watts Air Traffic 
Control Commun ication (including a reserve of two 
sets ) from a public sector undertaking (undertaking) 
at a n es timated cost of R s. 36.28 lakhs, 5 each of 
these communication sets were to be in•stalled in Sta
tions 'M' and 'N', 2 for a newly developed station 'NN' 
and the remajning 3 at a new station proposed to be 
ser up. The Naval HQ placed an order in August 
J 982 on the undertaking for supply of the above 
] 7 sets together with accessories by 3 1s t January. 
1983. The 5 sets allot ted to station 'N' were received 
and installed in September 1983 . The remain ing 12 
sets costi ng R s. 12.01 lakhs were received in 2 Naval 
Store D epots from July 1983 onwards without 
accessories and they could n•ot be installed :it Stations 
'M ' and 'NN'. 

9. Airfield Ground Traffic Barrier 

Naval HQ sanctioned in June 1983 the procure
ment of 10 airfield ground traffic barriers with th ree 
years' ma intenance spares at a cost of Rs. 3.82 lal<:hs. 
4 of these sets were meant for Starion 'M ' and the 
remaining 6 were for Stat ion 'N'. T hese equipmcPt 
were received between November 1983 and M ay 1984, 
but have not yet been installed as the civil works re
quired for rheir installation were yet to be sanctioned 
in N ovember 1986. 

10. A ircraft Accidents 
46 accidents occured during 1980-85 in the 2 

stat ions in which 12 aircraft costing Rs. 5 19.36 lakhs 
were totallv lost. The largest number of accidents 
numbering l8.26 per cenr pertained to aircraft 'E' . One 
of the accidents in 1983 involving aircraft 'E' was 
attributed to non-carryi n,g out of an essential modifica

tion. 

11 . Summing up : 
The main points brought out are : 

the amhorised UE was no t made available tv 
most of the squadrons and even the avail
able ai rcraft were not fully serviceable. The · 
serviceability rate·of aircraft 'E'. 'F and 'G' 
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was consisten tly p.oor , the ·average servicea
bility during 1981-85 being less than 35 per 
cent; 

shortfall in performance of approved t3sks 
were consistently high for aircraft 'E' :md 
'G'; 

though the sanct ioned UE for a ircraft 'D ' 
received in squadron 'P' during D ecember 
1980/February 1981, included 2 aircraft 
costing Rs. 96.12 lakhs for gunnery training, 
guns have been provided to che squad r ms 
ooJy in 1986 and as a result no gunnery 
training was imparted during the interim 
period; 

· equipment costing Rs. 1 .41 crores procm ed 
for setting up overhaul facil ities for aircraft ""' 
'C' and 'F' received between J anuary 1984 
and October 1985, are nor likely to be ins
talled before 1991, as civil works for t!.em 
were sanctioned only in January 1986 a'Jd 
were expected to be completed by 199 1 
only; 

-
pending the setting up ot repair facilities· the 
overhaul / repa ir of all types of rotables and 
componenrs of these aircraft is being done in 
the foreign country. T he expendi ture so far 
incurred a moonts to R s. 4.98 crores; 

simulator for aircraft 'E ' was procured 9 
years afte r the aircraft was inducted in <;er
vice. The utilisation of the simularor ins
talled at a cost of R s. 3.06 crores was much 
below the norms prescribed, the average 
annual u t ilisation being only 423 hours 
against 1,000 hours fixed; 

arrester barriers procured at a cost of 
R s. 36.51 lakhs and received in March/~1ay 
1985 were nor likely to be installed before 
M arch 1989 , as the extension of run'»ay 
which is in progress was expected to be com
pleted by March 1989; 

12 communication equi pment costing 
R s. 12.01 lakhs received in two N aval Store 
Depots from July 1983 onwards were with
out accessories a nd hence no t fir for installa
tion'; and 

10 airfield irround traffic ' barriers costing 
Rs. 3.82 lakhs received between Novem ber 
1983 and M av 1984 coulcl not be installed 
so far as the civil work~ for the same were 
yet to be sanctioned . 

y 



50. Recomf~tioning and Essential Modernisation of 
two Naval frigates 

Naval Headquart~rs (HQJ proposed in February 
1974 the reconditioning and essential modernisation 
of two Naval frigates 'P' an~l 'Q ' which were com
missioned in the Indian Navy in 1960. The frigates 
were to remain operational for 10 more years after 
refit and were also ~o have increased snr face to !>nr

face strike capability and enhanced antisubmarine 
capability. Tbe reconditioning and moderni!;ation of 
both the frigates were to be undertaken in the 'Naval 
Dockyard at station ·x• in rt phased manner to be 
completed by 1977. The Government s:inction~d in 
October 1974 the recoild!tioning and essential mocler
nisarion of frigates ' P' :ind 'Q' in the Naval Docky<•rd 
at an approximate cost of Rs. 13.04 crores including 

r Rs. 4.82 crores in free fro~ign exchange (FFE) and 
Rs. 4.14 crores !n non-convertible rupee pa_yments. 
As ti~ work was to be t:ndert'll;cn at the Naval D ock
yard at starion 'X', the sanctioned cost covered only 
the cost of equipm~nt, machir:ery and essential yard 
material. On th·~ basis of this scinction equipment 
and stores wort'h Rs. 12.95 crores were indented. by 
the Navy during 1975-76. A> considerable delays 
were experienced in procurement of required machi
nery and equipment from abroa-d, the Naval HQ de
cided in 1974 to have certain c~sential modification 
of weapon system ;;arried out' as Phase-I of the rno
dernisarion . Th.::se ess~nthl modification~ WC're 
carried out in Crigate 'Q' between November 1974 
and December 1975 and in frigate 'P' 1:-etween 
November 1976 and Novcmb~r 1977. 

In April 1979 the Naval HQ proposed tbe di-load
ing of refit of frigate 'P' _ ro a Public Sector Undcr
raking (PSU) on th~ grou11ds that : 

the Naval D ockyard wa~ committed to 
undertake modcrm<>ation refit of another 
Naval V!'<;Sel 'R' between January 1979 
and D ecember 1980 and the entrus~ment of 
the refit / mouernisation of frigates 'P' and 
'Q' also (o 1he Naval Dockyard woul~ affect 
the refit ::if ·vessel 'R ' and the periodical re-
fit of other ships. · 

there was con siderable commonalit y of 
machinery of frigates 'P' and 'Q ' and of the 
other d ass of ship5 'L ' befog built by the 
PSU for rhe Navy. 

Accordingly, the Government approved ,;_n October 
1979 entrustment of refit and modernisation uf frigate 
'P' to the PSU at a n esrimated cost of R s. 4.60 crores 
indicated by the PSU subject to cost varia tions not 
exceeding 5 per cent over the estimated cost aird 
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contract to this cfkct was concluded with the PSU 
in ~ebruary 1980. 

Time Overrun 

Though the N:rvy had estimat<!d fhe t ime required 
for completion of ~he refit by the PSU as 18 t0 29 
months the contract contemplated the PSU to int i
mate the date by which work was expt:c.ted to be 
completed , immediately on receipt of order for work. 
The refir of -frigate 'P' though taken up in November 
1979 was compleced only in December 1984 barrio~ 
a few items. 

A study team appoin t~d by the Naval HQ in 
March 1984 attributed the clcla-; in compkt1on of 
lhc modernisafion refit to the foilowing : 

the work p::ick<:ge as projected to the PSU 
at the lime of commencement of refi t was 

far from ~ompletc and after the ship was 
taken in hand rhc work package increased 
substantially. Throughout the ·period of 
refit changes in the modernisatioi: concept 
were ordered on the PSU resuJtjng in re
work and delay. Changes in the in!>p•ecfion 
standard:; caused delay in complet1r111 of 
the refit. 

Logistic ~upp0rt afforded to th" refit \\"as un
satisfactory. The spares which were pro
cured [or refit of the frigates were used m 
other ~hip~ inc;rea1l of being kept earmarked 
for the project which resulted in consider
able delay in t ll'.! refir of frigate 'P'. 

There was a total lac\c cf plrlnning of work 
on this project by the PSU. 

The refit w~1rk was being han1.lled bv ships 
repai r section 0f the PSU which n:"lrmally 
handled repair of commercial ships only. 

The PSU claimed that there was a delay of 
Cwo years in making available the drawings · 
to them in the absence of which certain 
items of wc::k had to be carried 1.•ut on 
trial and error basis. 

The Ministry of Defence {tile Mini~.try) stared in 
November 1986 that : 

the actual extent o[ work connecfed with 
restoration of material . state of ship was 
establish·:!d only afi'::r opening u p of machi
nery, equi;Jment, fittings and stripping the 
hull for hull survey, 

a frontlin~ ship under modcrni~a.t1on need
ed updating in all rcspcccs for operationa1 

efficiency, 



the inexperience of the Repair Section of 
PSU in handling the repair of warship re
sulted .in puor quality of work and needed 
rework and 

the drawings of the ship needed by the 
PSU had to be called for from the original 
builders of the ship of a foreign country 
and its non-availability with the original 
builders necessitated fresh preparation• of 
drawings. 

The Naval authorities responsible for inspection and 
acceptance of the refit work had also reported in 
October 1983 that the reporting system followed by 
the PSU did not allow ve.~y close monitorin2. 

Cost overrun 
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Against t.he estima~ed cost of Rs. 4.60 crorcs sanc
tiorred in October 1979 for the refit of frigate 'P', 
the PSU had preferred bills aggregating Rs. 18.04 
crores for the refit work. Upto March 1986 pay
ments totalling Rs. 16.42 crores had been authorised 
by the Government and paid to the PSU pending 
final settlement of the claim of PSU after check by · 
internal audit. Besides the PSU had also estimated 
irr July 1985 liabilities totalling Rs. 42.5 lakhs for 
certain items of work which remained to be completed. 

The nearly 400 per cent · escalation in the cost of 
refit was attributed by the study team appointed in 
March 1984 to : 

Gross underestimation of work package 
and its increase after detailed survey. 

Increase in• service charges due to time over
run like dry docking for 40. months against 
12 months anticipated. 

Low initial estimation by the PSU at the 
time of quotation .. 

Inflation over the period of refit propor
tional to time overrun'. 

Design changes to improve operational abi
lity. 

Strike in a gas fac tory which affected hot 
work and increased the period of dry dock
ing of the frigate. 

Cost incrC"ase in airconditioning systems en'
trusted to firm 'Z' . 

Lack of experience of the PSU m tackling 
refit lmodernisaiion work. ~ 

Tbe to l,al cost of refit and modernisat ion of frigate 
'P ' was Rs. 36 crores in·clucling tlle cost of Navy sup
ply ite.ms. 

Increased ex penditure due to misalignment of propul· 
sion system· 

The PSU had in its estimates of March 1979 in
cluded Rs. 9.40 lakhs for opening, cleaning and over
ha•J ling the propulsion• system. Checks undertaken 
by the Warship Production Superintendent in Octo-
ber 1981 after the overhau!i11g of the propulsion sys-
tem was completed by the PSU showed exhorbitant 
misalignment in the shafts. Correction of the alig11-
mcnt had to be taken up, for which gear boxes had .--.. 
to be moved. ·consequently, the work connected 
with shafts was estimated t o cost Rs. 60 lakhs in the 
revised estimates submitted by the PSU as against 
Rs. 9.40 lakhs indicated in• March 1979. The Mini stry 
stated in November 1986 .that the PSU had grossly 
under estimated the work involved " perhaps" due to 
lack of experience. 'TI1e Ministry also stated th at 
the structural renewal in tt:e aft portion was exten
sive. 

Non-provision of Helicopter handling system 

One of the facilities to be provided during the 
modernisation refit of frigate 'P ' was a belicoptcr 
ha ndling system. IL was, however, decidc-d in April 
1984 to delete this item d work a s the system was 
not suitable for the type of helicopter borne on the 
frigate. In' the mea1)wh ile, the PSU had incurred an ~ . 
expendilme of Rs. 4.78 lakhs on the system which 
became infructuous and the- Naval HQ had also pro-
cured equipment costing R s. 12.08 lakhs (FFE 
£ 66,937.5) which remained unused . The Ministry 
stated in• November i 986 that the ~ystem was com-
mon to what was provided on certain other frigates 
an'd the equipment procured for frigate 'P' had been 
merged in stock for likely use by other ships and as 
war damage replacement. 

Non-in.!itallation of Sonar simulator 

The refit project sanctioned by the Government in 
October 1974 included lhe in•stalla tion of an imported 
sonar simulator on board frig:·:te 'P' at a cost of Rs. 16 
lakhs. Before the order for impor t of the equip.mcnt 
was placed, the Department of Electronics offered to 
develop and s.-:.1pply the equipment at a cost of R s. 20 ·f 
Jakhs including Rs. 6 Jakhs in FFE. T he offer of the 



D epartment of Electronics was cortsidered by Naval 
-< HQ to be cheaper and 1echnically more advantagCQus. 

Government sa nctioned in July 1975 the procure
ment of sonar simulator from the Department 0f 
Electronics instead of th rough import and an order 
was placed on Depar tment of Electronics in Dc.:cm
bcr 1975 for the supply of sonar simulato r at a co.,~ 

of Rs. 20 lakhs (Rs. 6 lakhs in FFE) and on board 
spa res at a cost of Rs. I lakh. T he Nava l HQ had 
stated in J uly 1976 that the sim ulator was expected 
to be delivered by December 1977 and installed in 
early J 978. 

A prototype of the simulator was developed by 
the Department o( E lectronics and was taken on 
board a ship for trial in 1983 but the test co uld no t 
be carried out as the hip was not free for testing of 
sonar. T he simulator had no t been supplied by the 
Department of Electronics till ovember 1986 and 
the modernised frigate ·p · is de ficient of the simulator. 

A irco11dit io11i11g 
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The refi t programme of frigate ·p· and 'O ' inter 
alia included aircon~ it ion ing of the ships at a cost of 
R s. 100 lakhs. The Naval HQ decided in 1978 !hat 
the airconditioning plants supplied by firm 'Z' which 
were identical Lo aircondi tioning plants installed 111 

frigates constructed by the PSU were suitable for 
frigates ' P' and 'Q' also. A supply o rder was, 'there
fore, p]Jiced in September 1978 by the Department 
of Defence Supplies on firm 'Z' after negotia t ions a nd 
without calling for open · competitive quota t ions f:Jr 
manufacture, supply, installa tion and comrnissi. •J1ing 
of complete airconditioning sy~tem on both the fri
gates on a turnkey basi:o; at a fixed price of R s. 37.26 
lakhs ( including FF~ of £ 60,000) per fr igate . The 
price was exclusive of customs duty. As per terms 
of the supply order the equipment were to be sur plied 
witl;l in 12 to 15 months of placing the supply ord~ t 

and installation, testing and commissi0ning completed 
within 8 months from th e dale! the ships we re made 
available. For iQSta1lation of the plants tbe first !>hip 
was to be made ava ilable September J 979 and the 
seco 1~d by J an uary 198 1. )-fowever, due to delny in 
the refit of fr igate •p ·, it was made available for in
stalla tion of the aircondi tioning plant only in August 
J 98 1 and frigate ' Q' was not made available cs the 
ship was decomissioncd. In 198 I the firm dem::nded 
increase in price on acco unt of the delay in making 
avai lable the frigates by way of increase 'in c0st of 
imported as well as indigenous items, excise duty, 
labour charges clc. Pend ing settlement of thei r claim s 
the firm stopped the work in May 1982. /\flc-r pro-

tractcxl discussio:is, the firm was allowed art increase 
in price of R s. 18.30 1.akhs a~, fo llows 

Reasons for increase in cost Amount of 
increase 

(Rs. in lakhs) 

Increase on account of payment of excise duty 6 .40 
at 125 per cenl ins1cad or concessional rate of 
21 per cent . 

lncrea c in cosl of imported items due to delay 2.63 
in issue of imporl licence. 

lncrcasc in cost of indigenous stores and labour 8. 11 
charges. 

Increase in work I . 16 

T OTAL 18 .30 

T he PSU had also incurred an expenditure of 
Rs . 45 lakbs against their i.nit ial q uotation of Rs. 7.5 
lakhs on items of work relating ro airconditi l)ning 
of frigate 'P ' wh.ich were not cov~red by the contract 
with firm 'Z' . The Ministry stated in N ovember .1986 
that the increase in cost was due to cost esc.u latio11 
o f labour and material and increased scope 
of work in addition to initial gross under-estimation 
o( work by PSU. 

The aircond itioning sy~tem was ins ta lled in fr igate 
' P' in February 1984 and was inspected by the ."lava! · 
au thorit ies between January 1984 and May 1985 .ir.d 
Inspection Certificate was issued in June 1985. r esides 
t:1e increase in cost, ai rconditioning equipment pro
cured at a cos t of Rs. 44.28 lakhs for frigate ' Q ' 
remain~ed unutiliscd. The Ministry stated in Novem
ber I 986 that the airconditioning plant was commcn 
with o ther ships in service and would be u5ed for 
ships having simi_lar plants . 

System integrat ion and interfacing 

The modernisat ion o( frigates ·p • and 'Q ' included 
fi tment o f new equipment/system o[ diverse o rigins . 
Government sanction for system integration a nd inter
faciDg at an estim ated cost of R s. 200 lakhs was 
accorded in February J 977 . An agrecmept was en
tered inro with another Public Sector Undcrtaki11g 
(Undertaking) in J unc 1979 to carry out the system 
integration and interfacing on the frigates on a cost • 
plus basis. The budgetary co t agr~cd upon provi
sionally was Rs. 72.90 lakl)s per ship including profit 
of 12.~ per cent. 

The supply of equipment/ material was completed 
by the undertaking in May 1984. System integraticm 
a nd interfaci ng. OJl the frigate ' P ' was undert..ikcn by 
the undenaking during its modernisation. How'.::vcr, 
interfacing of 4 systems could not be completed till 
Apr il l 986 wi th the result tha t functioning o( the-;e 
system was hi ndered by im crference from 0 t:1er sys
tems of the fri gate. 



In J anuary 1986 the undertaking indicated that 
they had incurred a total expenditure of R:s. 157.40 
lakbs against which Rs. l09.62 Jakbs had been paid 
to them. 

A voidable expendiwre on 1"emoval Gild re-imt~llation 

of weapon.<, c111d conneu ed system 

Due to deiay in taking up the modernisation refit 
o.C frigate 'P', the work relating to major weapons und 
connected systems WClS taken up through the Naval 
Dockyard during November 1976 to Novem ber l977 
at a cost of Rs. 30 lakhs. When the refit/modernisa
tion of the frigate through the PSU was tlken up 
from rovember 1979 to 1984, the major weapons 
and connected systems had rn be removC:'.<J ::uid rein
stalled af ter the ·refit/ modernisation of frigate ' P '. fhe 
PSU had incurred an expenditure of Rs. 36 lakhs to
wards the same as against Rs. 5 lakbs included in the 
estimated cost of Rs. 4.6 crores sanctioned i.n October 
1~79. 

Decommissioning of frigate 'Q' 

While sending the proposal for the refit "110dernisa
tion o( frigate ·p• and 'Q ' in February l.974, the 

Naval HQ bad stressed the urgency of refit as the 2 
frigates which were commissioned in 1960 had already 
complered their midlife, when major refits were due. 
As per the proposals, the frigates were to have a life 
of ro years after the refit which was expected to be 
completed by 1977. The modernisation /refit of fri
ga'te 'P ' which was taken up first in 1979 was, how
ever, completed only in D ecember 1984 and the refit 
of frigate ' Q ' could not be taken up at all. In 
February 1985, the proposal for the refit/modernisa
tion of frigate 'Q' was reviewed by the Na,,.al HQ ~nd 
the decommissioning of the friga~e was rcco::nmcnded 
on ground of : 

operational ineffec tiveness and di::tcrioration 
in the material slate of the ship, and 

modernisation on the Jines of frigate 'P' 
would cost Rs. 45 cr"O res plus. 

G ovemme11t approval was accorded in November 
1985 for the decomm issioning of frigate 'Q ' with 
effect from 31st October 1985 and its disposal through 
Metal Scrap Trading Corporation. 

Meanwhile, equipment and stores required for the 
refit/ modernisation of frigate ' Q' had b~er. acquired by 
the N avy a long with the requirements for frigate 'P '. 
Out of equipment and stores worth R s. 12.95 crores, 
acquired for the modernisation/ refit of both the fri
gates, equipment and stores worth Rs. 7.08 crores, 
Rs. 16. 75 lakbs and Rs. 65.90 lakhs have been utilised 
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so far for frigate 'P', frigate 'Q' and other ships :es-
pcctively, leaving unutilised equipment and spares -,.. 
worth Rs. 5.04 crores. In September 19l:s5, Minis try 
proposed the diversion of equipment worth Rs. 1.66 
crorcs for the modernisation of another .frigate 'i · 
and the merger of equipm~nt and s tores worth Rs. 2 .17 
crores in the stock of spares for frigate 'P' and other 
fr igates. The modcrnb alion of fr igates 'N· sanc
ti oned in September 1985 was yet to be taken up in 
November 1986_. 

The Minis try sta ted. in November 1986 that 1fter 
tbe PSU's performance wirh frigate ·p •, Naval HQ is 
keeu to assign the work lo Naval Dockyard w!iere 
capacity does not exist at present. 

Sun1111ing up : 

T he main points brought out can be summed up ~ 

as follows : 

though the modernjsation refit of friga tes 
'P' and 'Q ' through the · 1aval Dockyard wa 
approved in 1974 and was expected to be 
completed in 1977, the modernisation refit 
of only fr igate ·p • was taken up and that 
LOO in 1979 through a public sector under
taking. Due to delayed completion of refit 
of 'P' in 1984 and due to lack of capacity 
in aval D ockyard at station 'X', the refit 
of frigate 'Q ' could not be tah.en up ar all 
though equipment and spares for its· moder
.nisation refit had been acquired. Frigate 
'Q' was finally decommissioned in 1985; 

against the contract cost of F s. 4 .6 crores 
subject to variation upto 5 per cent for refit 
of frigate 'P ' tb~ final claim cf the PSU 
amounted to R s. 18.04 crores; 

some .:1f the items of stores procured for 
the refit were issued to other ships resulting 
in fresh pro~m·ement and consequent delay 
in refit ; 

there was misalignment of ibe propuh.ion 
system by the ~SU at the time of the ref!l 
of the frigate and the consequent rectifica
tion resulted in the cost of works rclai td to · 
shafts going up from t'.Je estimated cost of 
R s. 9.4 lakhs to R s. 60 lakhs; 

the decision not to have tl1e helicopter 
handling system due to its non-compatibility 
with the helicopter borne on the frigate re
sulted in expenditure of Rs. 4.78 Jakhs <in 
the system becoming infructuous and eq uip
ment procured at a cost of Rs. 12.08 lakh s 
remaining unuti!isec:i ; 
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sonar simulator estimated t•J cost Rs. 20 
lakhs which was expected to be suppUed b) 
the Departrneot of Electronics had not been 
supplied till November 1986 ar.d the moder
nised frigate was deficient of the simulator; 

due to delay in making available frigate 'P ' 
to the- airconditioniog contractor increase in 
price amourt'ling to R s. 17.14 lakhs had to 
be allowed ro the contractor towards co<>t 
of imported as well as indigenous items, 
excise duty, labour charges ;,c. ; 

·system integration and interfacing amongst 
various equipment had not been completed 
in respect of 4 systems causing hindrance in 
the functioning of 4 systems by interference 
from other systems of the bg:ites; 

due to n•oo-taking up of the modernisation/ 
refit of fr igate 'P' as scbeduJr:d in 1974, the 
modernisation of major we::tr::ons and sys
tems bad _to be rnken u p firs t during Nov~m

ber 1976 to November 1977. T he removal 
and reinstallation of the weapons and c'on
nected systems again durin!! the refit of the 
frigate from 1979 to 1984 n:s~ lted 11 fresh 
ex{1enditure of R s. 36 lakbs; 

equipment . and stores worth Rs. 5 .04 crores 
acquired for the refit of frigate ' Q. remained 
unuti lised due to the decision to dccommi -
sion the frigate. 

51. Establishment nf repair facilities fo:r special pur
pose vessels 

The Indian Navy acquired from a foreign country 
Type 'A' vessels during January 1971 to April 1971, 
T ype 'B' vessels during February 19 76 to November 
1977, Type 'C' vessels during December 1976 to 
J anuary 1978 and T ype .'D ' vessels during December 
1977 to June J 980. Mention was made in par:i
graph 49 o f the Report of the Comptrc:l le1 anti Audi
tor General of Ind ia, 1974-75 Union Government 
( Defence Services) of rhe delay in the setting up of 
shore support facilities for Type 'A' vessels. A pro
ject estimated to cost Rs. 2.5 crore:; ( later revised 
in February 1977 to Rs 3.87 erores) for the setting 
up of repair/overhaul faci li ties for the ~n;rine of 
types 'A' and 'B' vessels was approved in January 
1975 by the Cabinet Committee on Political Affai rs 
as part of the total shore support facilities fo r those 
vessels at a n estimated cost of Rs. 10.03 crores. The 
project. based on a report submitted in mid 1973 by 
specialists of the foreign country envisaged ~ett : ng up 
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of a main repair shop and a test station. Adminis
trative approval for tJle civil w9rks eslimated to cus t 
R . 74.91 lakhs was accorded by the Go\'crnmcnt in 
April 1975 stipulating completion by May 1978. 

In December J 975 when acquis ition of Types 'C' 
and 'D' vessels !Vas negotiated with ti1e fcn:i!!JJ coun
try, a working protocol was s igned for the cr; ation of 
repair faciljties for the engines of these vc~:,els <11so by 
making addirions/modiftcations to the pro~ect already 
under execution. R evised administra tive approval for 
the c ivil works was accorded in November ] 977 for 
R s. 109.70 Jakhs. Certain additional work services 
found necessary duri ni execution we1 t.: also sa nctioned 
for Rs. 33.08 lakhs in February 1977. The civil 
works for the main repair shop were completed m 

ovember 1978 and those for the test house jn 
January 1980. 

Tmponed machinery and equipme;1t re .iuired for 
the project were procured from the foreign country 
d uring May 1974 to Ma rch 1975 and June 1978 to 
December 1978. Of thes~\ a test ~quipment costing 
Rs. 1.48 lakhs for engine of Type 'A' vessels wa~ 
los~ in a fire on board the sh ip p rior to landing. The 
claim ~or recovery of the loss lodged ·with the shipping 
age_nt rn August 1979 wa~ rejected in November 1980 
for want of orig~n~l bill of lad ing. The MiT'istry of 
Defence ( the M1111stry) stated in N0vcm ber 1985 
that the original bi ll of lading forwa rded in July 
] 979 by the Nava) Attache to the Embarkation Head
~uarters (H~) could not be traced. The eqLipment 
imported agam at a cost of Rs. 4.0) lakhs was in
stalled in December 1983. In the interim period im
provised testing procd ures were followed resulting in 
undue delay in the overhaul of the engines. -

Of the indigenous items for the procurement of 
whi~h sanctions totalling R s. 1.90 crores were issued 
during July 1975 to M arch 1977, 57 standard and 
692 non-standard items were procured during April 
1977 lo August 1984 and 48 non-standard items had 
not been received upto November 1985. T he work
shop and the test house were commissmned with effect . 
from F~~rnary 1979 and January 1980 respectively. 
T he M1rustry stated in November 1985 that the 48 
non-.standard items were no longer required as fhe 
repairs were being undertaken by usino suitable/ 
alternative equipment already available i~ the work
shop and. action was being initiated by Naval H Q for 
shortclosrng the orders for these equipments. 

The project repor~ had recommended manpower 
complement appropriate to the envisaged annual over
~iaul output of 24 engines. The Naval HQ proposed 
111 August 1976, 15 per cent more manpower mainly 
for the afloat work, which was not contemplated in 



the project report. M a npower complement for nn 
annual workload of 10 engines only \vas, how~ver, 
recom mended by the Naval Stand ing Establishment 
Committee (NSEC) after raking in to account the 
a nt.icipntcd repair accruals and this wns sanctioned by 
the G overnment in February 1978/i\farch 1978 for a 
per iod of 3 years. The personnel were positioned in 
a phased ma nner from April 1978 but ti ll February 
J 979 they were deployed on insta llarion work. Pen
d ing the es ta blishment o( the repair facilities 19 en
gines were got overha uled in the foreip1 country dur
ing 1972 to 1979 at a cost of R s. 1.52 crores. 

T he m anpower requirement was revte\ved in Feb
ruary 1983 by the NSEC and based on its recommen
dat ions add itional manpower for the overhaul of 26 
engines was sanct ioned in May J 985. 

The p roposed repair facilities were fur the com plete 
overhaul and tes ting of engines of all t!<e 4 types of 
vessels. Upto November 1986, coti1plcte overhaul and 
testing · were being underta ken only of engines of Type 
'A' 'B' a nd 'D ' vessels except for the dynomometer 
fi t t~d in the gea rbox of Type ·D ' ves;;ek ' The facility 
(or overhaul a nd te_sting of engines n~ T ype 'C' ves3els 
could no t yet be established du<! t.:> const raints of 
space at the chosen site and non-estatJl i;;htr:ent o{ cer
tain speci fic facili ties required for overhaul of the 
M ain Transmission Units (MTV ) of these engine-. 
A project report for n separate new fo ci li ty for over
haul of MTV of Type 'C' e ngines a nd for 1he com
plete modification of the existing test house h ad been 
obtained from the foreign country by e nd of 1985. 
T he Ministry sta ted in November 1986 thac the pro
ject is to be examined and aceep!ec.l in principle. 
Meanwhile upto .1 9 84-85 nine en_t:ines of T ype 'C' 
vessels were sent abroad fo r ove1 haul :1t a cost of 
R s. 4.06 crores. 

T he overhaul output of engine:; during the years 
1980-8 1 rn 1985-86 fell sho rt o f the created capa
c ity and the manpower deployed as indicated below : 

Year 

1980-81 
J 98 1-82 
1982-83 
1983-84 
1984-85 
1985-86 

Number of Percentage Percentage 
engines of shortfall o f shortfall 
overhauled in output in output 

4 
I 
8 
4 
7 

II 

against against 
man power created 
deployed capacity · 
fo r 10 for 24 
engines upto engines 
1984-85 and 
26.engines 
from 1985-86 

---- ----
60 83 
90 96 
20 67 
60 83 
30 7 1 
58* 54 

----·--
*Shortfall is with reference to manpower sanctioned in 

May 1985. 
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The Ministry stated in ovcmber 1985 that these 
vessels had the most advanced c.lil.! ·eJ rngines in the 
world and were d ifferent from engines fitced on other 
ship and thus req uired a precisio li of m uch higher 
order in their repair. The.refore, expertise of per
sonnel with a thorough knowledge 0f the complex 
repai r and tes t task could be bl'.ilt. up only :)Ver a 
period of t ime. Fu rl her, cons1dc: rablc afloac work 
was u ndertake n over the years due to premature fai lure 
of e ng ines of all types of vessels. The average num
ber of personnel engaged on the wo1 k w:1s sta ted to 
be approx.imately 50 agai nst the t .; t:il strength of 204 
exclud ing officers. The Ministry sta ted in Novemb~ r 
1986 that manpower sanctioned i;1 May 1985 fo r 
overha ul of 26 engines would becoml! opera tive only 
from 1986-87 due to time involved in r ecruitment, 
train ing etc. 

As a conseq uence of the shor th11l in the overhaul 
output the . engiP.'es awaiting overhaul at the end of 
each year stead ily increasecj as fo!low3 ; 

Engines awaiting overhaul a t 
the end of the year 

Year Tota l 
A B D 

1980-81 2 3 

1981-82 15 2 17 

1982-83 16 3 20 

1983-84 20 6 2 28 

1984-85 18 6 4 28 

1985-86 20 9 6 35 

.The increase i.·1 the repa i ~abie £tcck due to inade
quate overha ul omput and the eunsc.:quc:nt depletion 
of reserves of serviceable engi r.cs necessitated the 
import of 5 engines (3 of Type 'B' und 2 of Type ' D' 
vessels) from the foreign countr_1 a t a cost o f 
Rs. 17 8.7 lakhs. Of these, 2 engi nes each of Tvpe 
' B' and Type 'D ' were scheduled fo r delivery in the 
first quarter of 1986 a nd the fi rst half of J 9 85 res
pectively. Supplementa ry agreement for ~ne engine of 
T ype ·B' vessel was awnited in 'i"ovembcr 1985 from 
the foreign country. 

Wh ile no scale~ of reserve engines specific tn these 
vesse ls have been prescribed, as per the general pro
visioning d irect ives issued by the G cvermnem in 
Janua ry 195 7, the restrve of engine.> should have 
been 6 each only for Types ' A' ?nd 'B' vessels a nd 
3 for Type 'D ' vessels. Against these, the Navy had 
a lreadv procured 15, 6 nnd 6 engines of Type ' A ' , 
'13' a nd ' D ' vessels as reserves. Besides, purcha£e of 
3 and 2 engines respectively of Type 'B' and 'D ' 
vessels had been sanctioned. The M inistry stated in 

'( 
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November' 1986 that procurement of new engines 
was· necessitated due to : 

expiry uf service life of engines; 

pre-mature failure of manv of the engines 
at the initial period; 3.tld 

delayed setting up of the repa ir Ltcility. 

Main points brought ou t can be summed up as : 

Even though Type 'A ' vessels \o\o erc acquired 
in 1971 , overhaul facilities fo r their eng.ines 
were established o nly in February ] 979-
J anuary 1980. 

Meanwhile, engines of T ype 'A' vessels 
were got repaired abroad during 1972 to 
1979 at a cost of Rs. J .52 crores. 

Though the proposeq overhaul facilities en
visaged the under taking of overhaul of en
gines of all the four types of vessels 'A', 
'B', 'C' and 'D' complete overhaul d en
gines of type 'A' 'B' & 'D' vessels excepting 
the dynomometer fi tted in the gearbox of 
T ype 'D '-·vessels could only be 11ndcrtakcn 
so far. Facilities for overha.uling of MTU 
of engines of Type 'C vessels and irs testing 
were yet to be established in November 
1986. 

The facilities for overhaul a nd ·testittg 
of engines of Type 'C' vessels had not 1)cen 
set up_ due to constraints o[ space at the 
c hosen site and non-establishment of certain 
special ised facilities required for the 1ei;>air 
o.f MTU of rhese engines. A p roject for 
c rea ting these facilities was expected to be 
completed only by 1989-90. Meanwhile, 
the engines o~ Type 'C' vessels were got 
repaired abroad at a cost of R s. 4.06 crores 
till 1984-85. 

The manpower complement sanctioned upto 
Apr il 1985 w<;1s only for overhaul of LO en
gi nes per annum against 24 engines for wh ich 
facilities had bee n crear.ed . T he actual c·uiput 
of o verhanl durin g 1980-81 to 1984-85 was 
only 4.8 en'gincs per annum on an average 
and the shortfall against capacity created 
and manpower d eployed ranged f:om 67 to 
96 per cent and 20 to 90 per c -::n t re~pec

tivety. 
S/ I DADS/ 86- 14 
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A dditional manpower for the overhaul ol 
26 engines was sanctioned in May 1985 but 
there was ~hortfall in the actual output of 
overhaul of engines during 1985-86 nlso to 
tbe extent of 58 per cent. 

A t the end of M arch 1986, 20 engines of 
Type 'A' vessels, 9 engines of Type 'J3' 
vessels and 6 engines of T ype 'D' vessels 
were awaiting overhaul. 

- The inadeq uate overhaul output and the deple
tion in the serviceable stock of reserve en
gines necessitated the import of 5 new en
gin es at a cost of R s. 178.70 Jakhs. 

Again st the reserve o[ 6, 6 and 3 engine-; 
o[ T ypes 'A ', 'B' and 'D ' vessels rcspect i,•ely 
as .per the norms prescribed in the general 
provisioning d irectives issued by the Govern
ment in 1957, Navy had procured 15, 6 and 
·6 engines respectively of Types 'A', 'B' and 
'D' vessels as reserves. Besides, purchase. of 
3 and 2 eogiJles respectively for T ypes 'B' 
and 'D' vessels had beC,?n sanctioned. 

52. Procurement 0£ inflafablc hm1gnrs 

Helicopters Type 'A' were inducted in Naval Service 
in 19.71. In Febru::iry 1980 z e. eight yesrs after 
induction of the heli.;optcrs. Naval Headquarters <HQ) 
mooted a proposal ~or p rocurement of collapsible/ 
inflatable hangars from firm 'B' of coi;ntry 'C'. The 
hangars were intended to provide " hangarage facili ties" 
to the helicopters open.t i .1 ~~ f rom Adv&nce Landing 
Grounds (Al Gs) in remct~ areas where no :-,;;ch 
facilities we re available and the aircraft were parked 
in the open. T he acquisition was considered essential 
and unavoidable . for safe conduct uf ck t c:ched 
operations and optimum exploitation of t'he capabilities 
of the helicopters during planned exercises. T he 
requiremen t of fn.flatable hangars was stated to be 
peculiar to b eHcoprer type 'A' only. After technical 
evaluation of four offers, Naval HQ recommended 
procurement of eight hangars from firm 'B' at a cost 
of Rs. 38.18 lakhs. The life !>pan of the proposed 
hangars was stated to be over 10 years. · The hangars 
were required to be srorcd in air-conditioned space5 
when not in use. 

A s per standing orders, proposals for introduction 
of n~w equipment valuing Rs. 5 lakhs and above a re 
requi red to be considered by the N aval Equipment 
P olicy Comrnittc~ (NEPC) which is to ensure that 
lhe equipment is suitabb frr carrying its assigned role. 
Jn this case, how::!•fer, the proposal was not got 
considered by N EPC on the gromict thar it was a one 



time buy and no additional procwement was contem
plated in the near future. As the inflatable hangars 
were being introduced for rhe first time in Indian Na· .. y 
and the Indian Air l'orce had no expc.ricnce (If this 
type of hangars, the Ministry of Defence (Ministry) 
accepted the proposal for acquisition of two hangars 
only at a cosr of Rs. 9.87 lakhs against the eight 
recommended by Naval HQ. An t' perational 
indent was placed by .'l'aval HQ on 4th July 1980 en 
Supply Wing of nn Indian Mis~ion abroad (SW) for 
arranging supply by December 1980. The SW 
concluded ~ contract with firm 'B' on 19th August 
1980 for £ 54,868 (Rs. 10 lakhs ) for supply by 
March 1981 of two hangars and associated equipment. 
The confiact also :;tipulated 5 years guarantee against 
material deterioration while subjecting the · banga'rs to 
use in Indfan environmental conditions. 

The consignment which was shipped t•n 15th May 
1981 was receiV•)d and cleared at station 'D' on 
15th September 1981. The hangars were issued to 
a Naval Air Ba~e at station 'D' in September 198 t 
for inspection and triels. The trials were conducfed 
between 6th May and 17•h M~y 1982. After trials 
the Officer Commanding Naval Air Base at station 'D' 
brought out that : 

the hangi.tr required contmuous 220V AC 
supply to in.fla m and maintair. the inflation. 
Such supply w<1 s not likely to be available 
at ALGs; 

the hangar was not supposed ro coUapse 
for 6 hours but in .reality it collapsed after 
o_nly 4 hours. Even 6 hours time was not 
considerc~d a'dequate; 

rhe hangar was found to b e very heavy and 
should any cell eoJlapse and faU on the 
aircraft it would damage the same-. The 
weight a:lso affect~d its portability; 

should a hangar collapse on the aircraft it 
would be impossible to remove the hangar 
from the aircraft unless crane/ pulley blocks 
were available; and 

the hangar was pegged down by pegs and 
ropes which required firm ground. The 
hangar woulci never have adequate anchoring 
qualitie~ on wet ground and sandy terrain. 
As such the a_rrangement was considered 
totally unsarisbctory. 

HQ Naval Comma nd, station~D' in their recflmmen
dations" stated that the hangar's disadvantages were 
far more rhan its :idvnntages and the induction or the 
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hangar would ii.i mper !he operational efficiency rather 
than increase it. R.esultcrn_tly, the hangars were not 
put to use. 

The Ministry s tated in July 1986 that the hangars 
were erected off and on at the Nav:il Air Base at 
station 'D ' where the hefo;opters were permanently 
based instead of ar the ALGs as there were no 
prolonged detached ooerah ons from such ALGs M'ter 
the hangars were pro....'\lrcd. In the case of short 
detached operations when full squadron maintenance 
equipment are not carried, a ircrafr are prot~cted from 
adverse weather by using canvas covers. 

In July 1985, Naval HQ issued orders for use of 
the hangars in another Naval Command. These were 
yet to be transferr! d in March 1986. The Ministry -.. 
stated in July 1986 thar the delay in transfer was 
due to the fact that no immediatt requirement was 
foreseen for ALG operaions in that comma'nd. 

The case reveals rhat : 

the hangars were purchased without getting 
the proposal cleared from the NFPC; 

the hangars were procured without proper 
evaluation of their limifations nnd tlie 
facilities available at ALGs where these 
were intended to be used; 

since their receipt in September 1981 the 
hangars had not been pur to use for the 
purpose for which these were procured and 
no guarantee was available after 5 years of 
procurem::nt; 

after trials, the disadvanta'ges of the hangars 
were found to be more than t'heir advantages; 
and 

the expenditure of Rs. 10 lak.hs incurred oh 
their procurement has not proved fruitful. 

53. Continuance of n Nuval Lini590 Cell after the 
phasing out of an aircraft. 

Five aircraft of type 'X' originally acquired by the 
Indian Air Force trom Air India were transferred in 
November 1976 to !he Nnvy for the performance of 
specified role. The mainten:mce / overhaul of these 
aircraft was, however, continued t'o be got done by 
1hc Air India. 

Jn Febr~ary 1977, Government sanctioned the 
establishment of a liaison cell at station 'A' with a 
compkmenr of 96 personnel. Additional complement 

( 



of 75 personnel was sanctioned in December 1977. 
The functions of .~he liaison cell were : 

stock-holding, receipt, inspection and issue 
of stores of aircraft 'X', 

accounting and issue of overhaul spares 
pertaining to airframe of afrcraft 'X', 

account'ing and issue of rotables to the 
operating units. and 

99 

provisioning of spares and liaison with Air 
India on technical matters. 

The average annual flying done by the 5 rurcraft 
during 1976 to 1983 was only 923 hours a-s 
against the 1,800 hours fixed by th e Navy. From 
January 1984 onwards no flying was done by !be 

,..... aircraft as these were not air worthy. The Air India 
h ad been recomme nding the phasing out of the aircraft 
since November 1979 and the Naval H::adquarters 
(HQ) approached the Mini'>try of Defence (Ministry ) 
in February 1982 [or the phasing out of 2 aircraft. 
Sanction of th-:: Gow rni11ent for withdrawal from 
service and disposal of 2 aircraft th rough Director 
Gc ... c ral o f Suppk~ ~nd Dispos:~ ~ ,; (DGSD) was i~sued 
in Seprember 1983, which wa':> later revi~ed in 
December 1985 to disposal through Me tal Scrap 
Trading Corporation (MSTC) . Sanction for the 
disposal o f 2 morn a ircraft th rough MSTC was also 
issued by the Government in December J 985. These 
4 aircraft had not hec11 disposed of till .l une 15i86 
due to the fact t hat MSTC had ;:iot concluded an 
a:greement with the M inistry for disposal cf defence 
stores. Orders for di.;;posal of the fifrh aircraft which 
was grounded in Janmuy 1983 after an accident had 
been issued only in October 1986. 14.371 items of 
q:tares costing R s. 42.4 l Jakhs pertaining to the 
aircraft had also not b e<!n disposed of/t'ransferred till 
October 1986 even th::iugh 1 board convened in 
September 1984 ha:d idcntifie,l some items for 
alternate use and tramfcr of some. other items ro 
Air Tndia had been approved by the Government. 

With th-! non-flfing of 5 aircraft wil'h the N avy 
from January 1984, 1 he purpose for which the liaison 
cell was created ~::tsl!cl to exist. Howeve r. s<>nctions 
of the Government for continuance of t11e cell with 
ltc; full complement of estJblish ment were issued from 
t if11e to time, the iatcc;r sanction being for continu ance 
upto September t9 ~7 . Th:: expenditure towards 
salary of the ~taff employed was R 'i. 38.53 lakhs 
from April 1984 ro J\me 1986. This apart . an 
amount of R s. 13.95 l::lkh.s· ha,l been paid to the Air 
Tndia towa rds rent and allied charges for the pt.ri0 d 
1984-85 and 1985-86 for the relen tio:1 of the hangar 

hired for the liaison cell. The M inistry stated in 
October 1986 th.it until the aircr::ift and spo.r~s/ 

equipment have been finally taken out of Naval 
r esponsibility anu custotly, ir coulci not be said that 
the purpose for which the liaison cell was created 
ceased to exist. 

To sum up, even tbough all thr. aircraft had ceased 
to fly from January 1984, the liaison cell creared for 
holding stock of ~pares for the aircraft was continuing 
with its complement of l 71 personnel which involved 
expenditure on salary amountin,i; to R s. 38.53 Jakhs 
for t'be period April 1984 to J unc 1986 and rent an~ 
other allied charges amounting to R s. 13.95 Jakhs 
for the period 1984-86 paicl tu the Afr India for 
the hangar used for the cell. Though sanction of the 
Government was issued for disposal o r 2 aircraft in 
Sepfcmber J 983, 2 in Decembt·r 1985 and one more 
in Och"ber 1986, the aircraft wer:: yet to be disposed 
of. Sanclkn for utilis:i r1 on ; dispornl of aircraft stores 
co ting R s. 42.4 l Ja-kh;; wns awaircd in October I 9Sn. 

54. Non-utilisafiun of an imparted t'quipment 

Mention was made in paragraph 24 of the Report 
o f the Com1HroJ!er anJ Aud it o r Genera! of India, 
U nion Governmenr (nefonce Services) for the year 
1963 abou t the clelay h~ testing of 6 numbeiS of an 
imported equipment costing R s. 12 lakhs 
( approximately) which were rcceivect in India in 
September 1958 and had no t even passed the stage of 
rrials by J anuary 1963. Since the defects which 
occurred during the nrc; t attempt t•J carry out the 
trials of the equipment could be rectified 0nly by end 
of 1962 'the first attempt tD install the' equipment was 
made only in 1963 but the yardcra!t on which trials 
were made was found unsui table for towing. An 
at tempt to identify a suitable craft' for towing the 
equipment from -;iviliJn source~ was also not 
successful. In 1964, the acquisition /construction of 
suil'ab!e era.ft · was i::onsid~rcd by the Naval Head
quarters (HQ) but th·.; idea was dropped when it 
wns found that it would cost abou: R s. 2 crores t\J 
procure the vessels capable d handling th~ equipmeor. 
However, it was decided to t ry out the t0wing of the 
equiomer.'t in iypc 'A' ve:-st!: which required 
modification ro tow lh 1~ equipment. Two type 'A' 
ve >els w!..r..: modifi::d in i 969··70 an<l 2 numbers of 
the equipment w:;rc installed and Sl!CCC$'ifully tested. 
The other 4 numbers o; the cquipmen'.: were retained 
a .. st rategic reserve. 

Due ro their !nrge size and weigh:, the cquiomcnt 
could not be tranc;portt!d to an ' ·torage drpo l and 
w ;:IT stored in a temporary shed of a dockyard. A 
Board of Officers had recommend~d in May 1967 rhc 



construction of a building for the storage of the 
equipment as signs of deterioration bad been noticed 
during visual inspection in September 1964. However, 
no permanent accommodaton was constructed due to 
cons~raints of space and the equipment were kept 
covered by tarpaulin. · 

The general condition of the equipment deteriorated 
in 1971 and during 1974-75 t'he coils of the equipment 
were found to devcJop defects. Efforts were made 
to locate an indigenous agency to rewind the same. 
However, the cost of repair was estimated to be 
Rs. 4 lakhs as against' their procurement cost of 
Rs. 0.69 lakh. The Naval HQ decided in Jul9 1979 
to declare the equipment as beyond economical repairs 
on the grounds that : 

tbe equipment were over 20 years old and 
the te"llaining life and continued ·reliability 
of even the generat'ors and electronic equip
ment were doubtful; 

the cost of repair of the equipment was high ; 
and 

the type 'A' vessels on which the equipment 
were to be embarked had out'Jived their 
lives and were to be decommissioned. 
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A Board of Officers was constituted in December 
1979 to carry out a detailed exa'mination of the 
equipment with a view t'o identifying the items which • 
could be retained in -:tock and those to be disposed 
of and also to suggest alternate use. The Board 
was of the view that' due to lack of maintenance and 
storage facilities and the wearing of the conductor 
coils the .eqiupment bad degenerated to a non-useable 
stat'e, their repair would no:. be cost effecti\'c and these 
were of lfmited value to the services due to their 
obsolescence and the proposed decommissioning in 
March 1981 of the 2 type 'A' vessels which were 
m'1dified i., 1969-70 to tow the equipment The 
Naval HQ issued orders in February 1985 for the 
disposal of the equipment in t'he best interest of the 
State. However, no action for the disposal of the 
equipment has been taken tm October 1986. 

The Ministry of Defence stated in October 1986 
that : 

the equipment were procured in 1958 as a 
sfrategic reserve to be used on as requiied 
basis, 

having established the feasibility of fitment 
of 2 num!Jers of the equipment on modified 
type 'A' vessels ir was apparent that if the 

situation so wananted other type 'A' vessels 
could also be modified to take the equipment 
but the tactic<rl situation did not warrant 
installation of the equipment on the 
remaining type 'A' vessels, 

the equipment could not be auctioned 
earlier as fue various components thereof 
were being subjected to critical examination 
by the Technical Stafi at a Naval Store 
!Depot, with a view to finding alternate use. 
As a re5ult 10 items out of the list of items 
recommended for disposal have been found 
to be useful for other purposes. 

Thus, though 6 numbers of the equipment were 
iriipoi:ted at a cost of Rs. 12 lakhs approximately, 
only 2 type 'A' vesseh were modified for their 
installation and no amrngement for the fitment of 
4 numbers of the equipmt"Ilt was made as the 
tactical situation did not warrant their installation. 
Furber due to lack of maintenance and storage 
facilities the condition of the equipment deteriotated 
beyond economical repairs. Even though the equip
ment were declared as beycnd economical re.pairs by 
the Naval HQ in July i979, action for their disposal 
bad not been taken till October 1986 due tc delay in 
identifying i~ms which could be put to alternate use. 

55. Procurement oi' defectiv(' Danbuoyf without pro
per user trials 

A Naval Command ·in 198 1 directed the Naval 
Officer In charge CNQIC), Statjon 'X' to locate a 
source for the indigenous manufacture of light dan
buoys, which were being imported from country 'A'. 
The NOIC after consultation and discussion with a 
number of firms chose furn 'B' for tbe development 
of th.e jtem. 

The NOIC reported in March 1982 that the dan
buoy developed by firm 'B' had undergone successful . 
harbour and sea trials by a class of ships 'M' and 
that it was in all respects superior to the imported 

. equipment in its hand.ling chara:::teristics, stability and 
visual and radar ranging cap-abilities and therefore, 
recommended its induction for use by· class 'M ' ship. 
Considering the then acute shortage of the item, the 
Naval Command recommended jn April 1982 to the 
Naval Headq uarters (HQ), the procurement of 100 
nttmbers of the equipment from firm 'B'. 

The Controller cf Procurement (CPRO) placed 3 
local purchase orders on firm 'B' for supply of 10 
numbers of danbuoys at a cost of Rs. 1,00,559 bet
ween April 1982 and Januarv 1983. These were 
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supplied between May 1982 and April 1983 and the 
< Chief Inspectorate of Weapon• Equipment/ Stores 

(CIWS) , after inspection of the equipment in February 
J 983 as per the firm's drawings, wanted user trials t0 

he conducted as the equipment was indigenously manu
factured for the first time. NOIC, however, clarified 
that no acceptance trials were required since they 
had been conducted earlier and the drawings were 
made and approved only after satisfactory acceptance 
trials. On the basis of this clarification, the danbuovs 
were accep1<Xl in consultation with users. 

Meanwhile, Naval HQ placed an exclusive indent 
in January 1983 on the CPRO for procurement 
from firm 'B' as a proprietary article of 115 numbers 
of danbuoys to make good the deficiencies for class 
'M' ships (25 numbers) and to cater for class 'N' 
ships (90 numbers). CPRO concluded a contract in 

_,.. March 1983 with firm 'B' for the supply of 115 num
bers of danbuoys at a cost of Rs. 11.90 lakhs. The 
contract inter alia bad a warranty clause for 12 
months against defective material, workmanship and 
performance. The supplies were made between June 
1983 and December 1983 and were accepted after 
joint inspection by CIWS and the users as per firm's 
drawings. 

8 out of the danbuoys supplied during May 1982 
to April 1983 y.rere issued to 4 Naval ships in May 
1983, of which 5 held by two ships were lost during 
exercises in June 1983 and February 1984. 

In May 1984, during further trials carried o ut by 
ship 'M' in the presence of a representative of firm 
'B' with two danbuoys both sank and were lost. The 
NOIC reported in January 1985 that 10 out of 16 
danbuoys issued to different ships were lost and two 
major defect<; were noticed in them, namely, the dan 
cans of these were found to sink in the sea due to 
leaks in the can and the dan stove, a part of the 
equipment, was found to bend even With the ap-pli
~tion of slight force. The cans were, thcrefQre, re
quired to be modified and the dan stove strenothened 
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without which these danbuoys could not be put to 
lllly operation. The cost of modification was estimat-
ed as Rs. 2,000 per piece. While, harbour trials car- , 
ried out of the modified danbuoys supplied by the 
firm in October 1984 were found satisfactory, the sea 
trials carried out in November 1984 and December 
1984 were found inconclusive and re-trials were con
sidered necessary. NOIC reported in August 1985 
that the trials could not be conducted due to non-· 
availability of the representative of firm 'B'. The 
Naval Command direct<Xl in November 1985 that the 
possibility of repair of these danbuoys through trade 
sources might be explored by the Controller of 

Technical Services. Further developments were await
ed in November 1986. Out of 125 numbers danbuoys 
procured, as in November 1986, 11 numbers were 
lost, 12 numbers were held by ships and the balance 
102 numbers were held in depot stock. 

The Ministry of ~fence (the Ministry) stated in 
. November 19 8~ that the dan buoys were very much 
in use during the last three years and the modifica
tions suggested were to improve the existing stock. 
The Ministry added that the tenor of NOIC's com
munication in January 1985 was more to put addi
tional pressure on the supplier to incorporate modi
fications free o~ cost in the original supply of dan
buoys and not so much as to write off the dans as 
unservicooble. The arguments of the Mirustry regard
ing utilisation of the danbuoys is not correct as only 
12 numbers of the danbuoys are held by the ships 
against their projected requirement of 85 and 102 
were held in depot stock. 

The case reveals that : 

Despite the fact that CIWS had wanted 
user trials to be conducted on the danbuoys 
as they were indigenously ma nufactured, no 
user trials were carried out on the ground 
that acceptance trials had been carried out 
on the prototype and supply order for 115 
danbuoys was placed on the firm, 

though· losses of danbuoys were reported 
during exercises in June 1983 and in May 
1984 no action was taken to invoke · the 
warranty clause in the contract or to have 
the items replaced by the supplier. Instead 
the•Naval Command had, after the warranty 
had expired , ordered in November 1985 to 
explor~ the possibilities of repair of dan
buoys through trade sources, and 

out of the 125 danbuoys orocured, 11 cost
ing Rs. 1.14 Jakhs have been lost and only 
12 were held by shipS against a projected 
requirement of 85 and 102 casting Rs. 10.55 
lakhs were held in depot stock even after 
3 years of procurement. 

56. Non-completion of the construction of a boat due 
to the lending of the engine to a private club 

In October 1968 Government sanctioned the 
construction of 8 numbers of 45 feet work boats at 
an estimated cost of Rs. 19.20 lakhs. The construc
tion was to be got done within naval resources fail
ing which tqrou_gh the Director General Supplies and 
Disposals (DGSD). In November 1968 the Naval 



Headquarters (HQ) entrusted the construction of 
these boots to a Naval Dockyard (Dockyard) at Sta
tion 'X'. T he engines required for the boats were 
purchas~d through DGSD at a cost of Rs. 4.69 lakhs 
and were received by the Dockyard in June 1971. 

After 3 years in February i972 the Dock-yard ex
pressed its inability to undertake the m id work for 
want of logistics support and due to higher priority 
accorded to another type of boats. Thereupon, in 
June 1973 Nav_al HQ placed an operational indent 
on the DGSD fQr the construction and ·supply of boats 
through tq1de. However, as the Naval HQ due to 
financial constraints, could not provide the additional 
funds required for accepting the lowest quotation of 
Rs. 28 lakhs recejve<l by the DGSD the latter treated 
the indent as cancelled in D ecember 1973'. 
The work was thereafter re-entrusted to the 
Dockyar.j in March 1975 and construction of 7 boats 
was comph: ted by April 1977. T-'he eighth boat, which 
was p roposed to be completed b y May 1977, could 
not, however, be completed as the marine diesel en
gine procure<! for it at a cost of Rs. 0.59 lakh was 
loaned to a private club along with certain s.tores 
under orders of Government issued in July 1976. 
The loan issue was to enable the c111b to undertake 
the "Sail Boat expedition to Bali isl<.1nd " whi:;h was 
to commence in October 1976. The club was required 

· to return the ~ngine and the Naval stores by July 
1977 and was to pay hire charges of Re. 1 per 
month. T he Government gave extension for the re
tention of tbe loan issue , the last extension being 
upto 15th August 1982. The club was first approached 
by Naval HQ to return the engine in May 1982. 
After numerous efforts to get back the engine from 
the club fa iled, Naval HQ asked the Naval Com
mand in January 1986 to initiate legal action against 
the club. The M inistry of Defence (Ministry) , however, 
-;tated in ovember 1986 that legal action \\as not 
initialed uuring 1982-~3 ac; the Nav3l H Q wcr~ in 
correspondence with the club and were trying to 
persuade them to return tbe engine without resorting 
to legal formalit ies. The club had not returned the 
engine and the Naval Stores upto Octo!>er 1986: 

Meanwhile, for want of the marine engine the hull 
of the .: '!!h ·:1 bnat completed at the JJ0ckyard by 
May 1977 at a cost of R s. 4 lak!1s had remained un
utilised with the possibili ty of deterioration in its 
condition d ue lo s torage for Jong period. The hull was 
also oc-;uoyi n~ the much needed Dockyard work 
space of J ,000 Square feet apprnxim~itely. In June 
1980 Naval HQ approached th;;: Government for ac
cording s,111ction for prccuring a new engine for this 
boat; sanction was mvailcd in O ::tobcr 1986. 
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Against Rs. 19.20 lakhs sanctioned in Octotx;r 
1968 for construction of 8 boats, au expenditure of > 
Rs. 43.07 lakbs has so far be~n incurred . (Rs. 38.38 
lakbs on constntction and Rs. 4.69 lakhs on the pro
curement of marine engines) . 

The Mini stry seated in November 1986 1bat thr. 
case for obtaining revised Government sanction for 
Rs. 43.07 lakhs as against the earlier sanction for 
R s. 19.20 Jakbs for construction of 8 boats and for 
procurement of new engine would be taken up very 
shortly. 

To sum up the case revealed the following : 

Due to the lending to a private club of the 
marine engine procured for the boat and 
its non-return by the club and Govern~ 

ment's faihtre to get back the engine for 
more than 9 years, the hull of a boat con- °"' 
structed by May 1977 at a cost of Rs. 4 
lak.hs y.ras lying in the Dockyard un-utilised. 

Against Rs: 19.20 lakhs sanctioned for 
construcl i.on of 8 bo:!!..'i, expenditure of . 
Rs. 43 .07 lakhs has been incurred. 

57. Procurement of n defective ammunition 

Jn October 1981, the Ministry of Defence (Ministry) 
approved the use of ammunition 'B' on aircraft 'A'. 
In December 1~82, N aval Headquarters (HQ) raised 
an indent on Supply Wing of an Indian Mission 
abroad (SW) for procurement of 2,448 numbers of 

· ammunition 'B ' to meet the practice requirements of 
aircraft 'A' for three years from 1983-84 to 1985-86. 
In the indent staggered delivery at the rate of 816 
numbers per year W3S indicated. In December 1982 
itself the N avy of the foreign country had introduced 
ammunition 'F' for use in place of ammunition 'B' as 
production of ammuni tion 'B' had ceased. In Feb
ruary l 983, the Naval Inspection Directorate also 
informed the indentor about the supersession of am
munition 'B' by ammunition 'F' a nd the possibility 
of the supplier off-loading obsolete stock against the 
Naval HQ indent of D ecember 1982. The user 
Dil'ectorate at Naval HQ had confirmed that am.mu
nition 'F' was compa t ible with a ircraft 'A' and was 
found acceptable in lieu of ammunition 'B'. However, 
the indent for ammunition 'B' was allowed to s tand 
and procurement of arnmttnition 'F' was proposed 
to be considered after the use of ammunition 'B ' for 
1h;·._ .. ; years. The '\W concl uded ~ ccntract with firm 
'C' in J anuary 1983 for supply o( 2,448 numbers of 
ammunition 'B' for R s. 16.55 lakhs in free foreign 
exchange (FFE). The delivery stipulated in the con
tract was 800 n umbers per week instead of 816 num
bers per a nnum ind ica ted in the indent . The entire 

... 



quantity of 2,448 numbers was received by the con
signee in June i984. The consignment was, howevei;:, 
not accompanied by a certificate of serviceability 
from the manufacturer as was the normal practice. 
T he ammunitio n was not subjected to inspection 
-within a fortnight as required under rules but was 
~ubjected to inspection only in January 1985 when 
the certificate of serviceability was received. On ins
pection on!y 544 numbers were found serviceable 
and "the remaining 1,904 numbers were found re~ 

pairable as their nuts, bolts· and retaining springs 
were rusted. Firm 'C' intimated in M ay 1985 that 
samples of the affected items could be forwarded to 
them for in'Vestigation. Till October 1986 neither the 
rcp<iUable stock had been repaired nor any replace
ment obtained from firm 'C '. 1,904 numbers of am
munition 'B' are, thus, lying in stock in repairable 

>-- condition since June 1984. The serviceable stock 
of 544 numbers of ammunition 'B' has also not been 
released for use on aircraft 'A' although the certi
ficate of serviceability was received in January 1985. 

The life of the entire lot of ammunition 'B' had al
ready expired as the expected life of the ammuni
tion was only 2 years. 
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The Ministry stated in October 1986 that though 
the firm had agreed to receive the wo~st. affected 
samples, the rusted bolts and nuts could not be re
covered without making the ammunition unc;erviceable 
and the firm '1{as therefore requested to confirm 
whether the complete ammunition could be sent but · 
no reply had been received from the firm. 

Ministry al.so stated that ammunition 'B' simulates 
a live ammunition "X", the indigenous development 
of which had been completed and was likely to be 
introduced into service and that since ammunition 'X' 
has still not been introduced into service no adverse 
effects have accrued. 
· .1fhe case reveals that 

Ammunition 'B' which was superseded by 
ammunition 'F' in the foreign Navy was 
procured in June 1984 at a cost of R s. 16.55 
lakhs. Even though the indentor wanted the 
supply to be spread over 3 years, :he $\1J)

ply order stipulated delivery spread over 3 
weeks. 

The entire lot of 2,448 numberg of ammu
nition 'B' purchased in June 1984 has not 
been put to use till October 1986. Out of 
these 1,904 were received in rnstcj and 
repairable condition but have not been got 
repaired or replaced by the supplier even 
after the lapse of more than 2 years. The 

remammg 544 numbers bad not been ~ 
leased for use as the live ammunition 'X' 
which they were to simulate has not still 
been introduced into service. 

T he life of the entire lot of ammunition 'B' 
bad already expired as the expected life of 
the ammunition was only 2 years. 

58. Procurement of Mineral Oil 

ln September 1980, the Naval H eadquarters (HQ) 
initiated a demand for pro;;urement of 250 kilolitres 
of Oil Mineral type 'X ' (Mineral Oil) through Supply 
Wing of an Indian· Mission abroad (SW). T he cost 
of the Mineral Oil was 1s:sessed a t £ 0.90 per litre 
whic:h wus •Lated to be based on the Jac;t procuren:ent 
price and the Professional Officer's estimate. Provi
sion of funds of R s. 48.60' lakhs in free foreign ex
change ~FI·E) was got approved from the Mini-; try 
of Defence (the Ministry) in November 1980 and an 
indent was placed '?n SW in December 1980. The SW 
condudnl the ccntract en f. Lh . \ pnl 1981 at a i at<! 
of £ 0 .33 per litre. As per the indent and the con
tract the consignee was Naval Store Depot (NSD) sta• 
lion 'A '. on: 23rd April 1981, the Naval HQ infor
med tbe SW that 50 kilolitres of Mineral Oil was re
quired at sta tion 'A ' and the balance 200 kilolitres 
at station 'B' as there were no E mbarkation H Q at 
station 'A ' and the facilities available could cater only 
for disembarkation of explosives. T he SW accor
dingly amended the contract on 6th May l981. 

As per the contract Embarkation Commandant 
station 'B' was the landing office1 for the ~onsignment 
which was shipped on 24th July 1981. The vessel 
was berthed a t station 'B' on 25th August 1981. 
Thereafter, the Shipping Company's reprsentative in
formed the E mbarkation Commandant. Station 'B' 
tbat the consignment was meant lo be off-loaded at 
station 'A' although as per documents the consignment 
was to be off-loaded at station 'B'. The consignment 
arrived a t station 'A' on 28th August 1981 but it 
could n"ot be got cleared immediately for want of 
shipping documents. The>e were despatched by the 
SW on fa t September 1981 i.e. 5 weeks after the 
shipment of the consignment and the same were re;cei
ved by the NSD at station 'A' on 19th Septem,ber 
1981 through the Embarkation Commandant , station 
'B'. T he customs formalities were completed on 25th 
November 1981 i.e. after three months of the arrival 
of the consignment and the consignment was ultima
tely £?ot cleart'd on 27th November 198 1 after paying 
an amount of Rs. 1.61 lakh'> towards demurrage 
char~cs to the Port Tru'\t Authorities A claim for t he 
refund of the amount was preferred against the ship
pin[! agent but the ~ame was not -accepted. 



200 kilolitres of Mineral Oil was transferred from 
station 'A' to station 'C' during January 1982 to 
January 1983 by spending Rs. 0.27 lakh as frei&h:t 
charges . In this process 2,931 litres of Mineral Oil 
costing approximately R s. 0.17 lakh was reported as 
transit loss. 

It was also observed that though . Mineral Oil was 
last purchased from abroad iP.. March 19~0 at the rate 
of £ 0.33 per litre, while releasing funds in FFE a 
rate of £ 0.90 per litre was adopted, resulting in ex
tra provision of funds to the extent of Rs. 30.78 lakhs 
in FFE which could have be·en earmarked for other 
demands of the services. 
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The Ministry stated iii November 1986 that t_he 
avoidable expenditure on demurrage cha~ge~ was m
curred due to the lapse on the part of shipping Com
pany and late receipt of documents. 

The case reveals that : 

- the consignment which as per the contract and 
the shipping documents was meant to be 
landed at station 'B' was carried to station 
'A'. This coupled ''itb 1he delay in de5pa
tch of the shipping documents to the port 0f 
landing and delay in cJe3rance of consign
ment resulted in avoidable extra expenditure. 
of R s. 1.61 lakhs by way of demurrage 
charges. 

- the change in the ultimate destination of con
sirrnment caused unnecessary handling at <> 

station 'A' besides extra ex'Penditurc of 
R s. 0.27 lakh in transferring the stock to 
station 'C' . and transit loss of Rs. 0.17 lakh 
between' ta lion 'A' and station 'C'. 

59. Over-provisioning of Bulbs 

Certain types of ships in service with the Indian 
Navy use bulb electric which are not in the normal 
line of production in the country. The requirements of 
these bulbs were mainly met by imports· from a fore
ign country. ln July 1981, the Naval Headquarters 
(HQ) placed an in'dent on Department of Defence 
Supplies (DDS) for procurement of 2,00,000 nwnbers 

of Type 'A·. 2,25,000 numbers of Type 'B' and 
50,000 n umber~ of Type 'C' bulbs at an estimated cost 
of R s. 24.25 lakl1s. The quantity indented was not 
based on past consumption as required under t11e 
rules but on as~cssed consumption· as intimated by 
the Naval Commands. Based on this indent, the 
DDS concluded :i contract in December 198 1 with 
firm "P' for supnly of thc~c thFve types of bulbs at a 
cost of R s. 24.5~ takbs excluding sales tax. 

The following quantities of bulbs were supplied >
after inspection and acceptance to Na val Store Depots 
(NSD) at station 'E' and 'F' durin'g July 1982 to 
October 1983 : 

Type of 
Quantity supplied to 

bulbs NSD(E) NSD(F) Total 

A J ,77,686 20,147 1,97,833 

B l ,96,836 24,887 2,21 ,723 

c 41,973 5,998 47,971 

The total cost of the bulbs supplied was Rs. 26.57 
takhs including sales tax and freight. 

Meanwhile, based on 3 local purch::.se requisi tions 
placed in June 1981 and April 1982 by the Controller 

.· 

of Material Planning (CMP) at station 'E', the Con- ""
troller of Procuremen't (CPRO) placed a local' pur
chase order (IJPO) on firm 'Q' in July 1981 for supply 
of 3,000 numbers of Type 'C bulbs and 2 LPOs in 
Febmarv 1983 on firm 'R' for supply of 10,000 and 
5,000 uumbers of Types A' aud 'B ' buibs respectively, 
the total cost of the 3 LPOs being R~. 1.13 lakhs. 
The supplies were to be made within 8 weeks from 
the date of placing the LPOs 

Firm 'Q ' supplied 2,904 numbers of Type 'C' bulbs 
only in Novemher 1983 after a deh:1y of over 2 years 
and firm 'R' supplied 9,920 numbers of Type 'A• 
bulbs and 4 ,880 numbers of Type 'B' bulbs in July 
1983, after delays of over 3 months. 

The local purchase of bulbs was, however, avoidable 
in view of the following : 

the CMP was aware of t he contract entered 
into by DDS in December 1981 with firm 
·P'. In respect of Types 'A ' and 'B' bulbs, 
the supplies agai.nst the contract with firm 'P' 
started materialising from July 1982 on
wards. At the time of placing the LPO by 
CPRO in February 1983 NSD at station 
'E' had a stock of 1,61,509 numbers of Type 
'A' bulbs and 1,27,371 numbers of Type 
'B' bulbs. Therefore. the CMP who main
tains the ledger accounts should have taken 
action to cancel the local purchase requi
sitions in July 1982 itself, and 

in respect of Type 'C' bulbs, rhe supplies 
a_gainst the contract with firm 'P' started 
materialising from Febru~ry 1983 onwards 
whereas firm 'Q ' lrnd foiled to supply the y 
bulhs within 8 weeks of the LPO as stipula-
ted and threfore. action should have been 
taken in' February 1983 itself hy the CMP; 



CPRO to cancel the LPO placed on firm 
'Q ' particularly when the supplier had failed 
to deliver the supplies within the stipulated 
delivery schedule of 8 weeks. 

The Ministry of Defence stated in November 1986 
that: 

- this lapse was on account of change in person
nel and due to oversight, 

- in respect of LPO placed on fi rm 'Q' they 
bad problems of labour unrest an'd lockouts 
and the Departmen t was informed about 
this and therefore the supplier was gn~nted 
extension of time for delivery upto 30th 
March _1983 wlJen the stores were inspected . 

The actual issues of bulbs type 'A', 'B' :&nd 'C 
during 1981-82 to 1985-86 are given below : 

Type of Bulbs Number 
Year of user 

A• Bl(i\ c ships 

1981-82 7218 14238 30 42 

1982-83 2772 13716 575 44 

1983-84 2824 12601 1069 46 

1984-85 10641 21783 3124 52 

1985-86 3-0889 36666 1895 56 

Average issue 10869 19800 1339 

*Includes issues against demands for type 'X' bulbs also. 
@.Includes issues against demands for types 'Y' & 'Z' 

bulbs al.so. 

While there was a nominal increase in the number 
of user ships during 1984-85 and 1985-86, there was 
abnormal increase in the issue of bulbs during these 
years, the reasons for which have not been explained. 

At the end of March 1986, NSDs at stations 'E' 
and 'F' \\'.ere holding 1,83,744 nurrbers of type 'A', 
1,90,090 numbers of type 'B' and 46,526 nUm.bers of 
type 'C' bulbs valuing Rs. 21.79 lakhs. Based on the 
average annual issue rate during the year s 198 l to 
1986 the stck of types 'A', 'B ' ~rnd 'C' bulbs would 
last for over 16 years, 9 years and 3" vears respec
tivelY'. 

Tu sum up, the case reveals that : 

tbe provisioning of bulbs based on assessed 
consumption had resulted in the NSDs ho1d
ing inventorv of bulbs valuin·g over R s. 
2 1.79 lakbs which will meet th~ requirement 
of navy for over 9 to 34 years. 

Sil DADS/86-15 
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- local purchase o[ t.ulbs valuing R s. 1.13 lakhs 
was avoidable as the supplies against regular 
contract had materialised before supplies 
against locaJ purchase orders a~d 

while there was only a nc:ninal increa'i~ 

in the number of user ships during 1984-85 
and 1985-36 there was :.1b1vnnal increase ill 
the issue of bulbs type 'A', 'B' and 'C' dur
in~ these years. · 

60. Avoidable procurement of shot' brakes for Na-val 
Ships 

Five 'A' Class ships were held by lnd.ian Navy, of 
which _3 were gifted to fon~ign Governments in April 
1973, April 1974 and July 1974. T hus, in 1977-78 
only 2 ships remained fo service with Indian Navy. 
During December 1978, the N~val Headquarters (HQ) 
raised an indent on the Supply Wing of an Indian 
Mission Abroad (SW) for procurement of 6 numbers 
of shoe brakes for use in the geai: box of the engines 
of 'A' class ships. The SW concluded a contract with 
a foreign firm in May 1979 for supply of 6 sets (each 
set consists of 12 numbers) at ::i cost of ~s. 2.07 
lakhs. The supplies were received and taken on charge 
in November J 980 by a Naval Store Depot (NSD) . 
A't the time of receipt of the 6 sets the NSD already 
held · 5 sets in stock. 

fa the meantime one more ship wa~ decommissioned 
in June 1980 leaving only one ship in service. The 
11 sets were issued by the NSD to the ship in Novem
ber 1983. The ship retained one set and returned 
10 se ts to the NSD as 'no longer required'. · The last 
ship was also decommissioned in March 1986. A t 
the t ime of d~com'.missioning of the last ship the NSD 
was holding 10 sets of shoe brakes costing Rs. 2 .99 
Iakhs. 

111e Ministry of Defen ce st::1ted in November 1986 
that : 

although the quantity shown in the ind..!nt 
was 6 numbers, the SW concluded a con
tract for 6 sets of the item. This anomaly 
could not be detected by the staff deahng 
with the scrutiny of con tract in Naval HQ 
as well as in lower formation; 

when 1 indent for 6 numbers was raised in 
December 1978 there was no indication o f 
the other 2 ships being doccmmissibned; 

while requirements of foreign Navy of one 
country were stiU bein g met by the Jndiar. 
Navy, there had been no issue of stores to 
another country aj.nce 1978; 



- possibilities were being explored for the uti
lisatio~ of the item on other ships: 

- Navy of the friendly foreign country had re
quested in July 1986 for spares of class 'A' 
ships and it was expected that the item 
would be issued to them and 

- the quantity procured could have been utili
sed had the 2 ships remained in service fur 
a longer period. 

The case revealed the fo llowmg : 

72 numbers (6 sets) of shoe brakes valuing 
R s. 2.07 lakhs were procured against a 
demand for 6 numbers. 

- A quantity of 5 sets (60 numbers) was avail
able when the indent for 6 numbers was 
raised. 

the 6 sets procur<!d in November 1980 bad 
not been used and after the decommissioning 
of the last ship in March 1986, 10 sets 
valuing Rs. 2.99 lakhs were held in stock, 
the utilisation of which was yet to be deter
mined. 

61. Extrn expenditure on purchase of metal polish 

Metal polish is an item of issue to Ind!an Naval 
Ships and establishments. The Naval Headquarters 
(HQ) carried out a provisioning review of this item 
in June 1983 and placed an indent on Director Gene
ral Supplies and Disposals (DGSD) on 1st August 
19 83 for procurement of 89 ,000• tin's of 180 ml metal 
polish. The DGSD placed a supply order for this quan
tity at Rs. 2.40 per tin on 26th September 1983 
against the rate contract for the item wih firm 'X'. 
Tb.e supply was to be made by 31st March 1984 
which was later extended to 31st July 1984. Mean..: 
while the Controller of Material Planning (CMP) 
raised four adhoc local purchase requisitions (LPR) 
on Controller of' Procurement (CPRO) between 29th 
September 1983 and 11th April 1984 for procure
ment by local purchase of 23,150 tins of 250 ml metal 
polish. 

The powers of CPRO for local purchase of items 
for which rate contracts exist was limited to Rs. 10,000 
at a time and Rs. 50,000 in the aggregate in a year. 
Though the value of each of the requisitions placed 
by the CMP for this item on rate contract was beyond 
the local purchase powers of the CPRO, the CPRO 
issued tender enquiries for local purchase against these 
requisitions on four occasions between 20th January 
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1984 and 17th April 1984 and placed four local pur
chase orders at· rates varying between Rs. 3.32 to Rs. 
17.00 per tin (250 ml) as listed below : 

SI. Date of Quantity Rate Total D ate of D ate of No. 
No. requisi- issue of of placing o rdered per 250 

in tins 
value 

t'ion tenders firms local ml. tin per 
who purchase order 
gave orders 
quo-
tations (Rs.) (Rs.) 

1. 29-09-83 20-1-84 J 3-4-84 2,900 17.00 49,320 
2. 21-10-83 20-1-84 3 5-4-84 2,900 17 .00 49,320 
3. 23-12-83 23-3-84 3 7-5-84 14,450 3.32 49,500 
4. 11-04-84 28-3-84 4 26-4-84 2,900 16.80 49,000 

23,150 1,97,140 

- -- --- - -------------
It would be seen that while the requirement was 

continuous, the local purchase orders were issued 
within a few days of each other in or.Cer to make them 
fall within the financial powers of the order placing 
authority. 

These supplies materialised between June 1984 
and September 1984 and involved an extra expen
diture of Rs. 1.40 lakhs as compar.ed to the price paid 
under the DGSD rate contract. 

As no supplies materialised even after the exten
ded date, the supply order with firm 'X' was cancel
led by the DGSD and a risk purchase order was pla
ced on firm 'Y' on 2nd April 1985 for the same quan
tity at Rs. 3.74 per tin of 180 ml. The difference in 
price (Rs. 1.19 lakhs) due to the risk purchase could 
not, however, be recovered from firm 'X' as under 
the general terms of the contract, risk purchase due 
to contractor's failure bad to be effected withln six 
months of the date of failure which in the instant case 
was not done. The suppli·es against this order were 
completed in September 1985. 

The Ministry of Defence stated in November 1986 
that : 

the LPRs were issued with a view to avoid 
stock out situation as supply against DGSD 
supply order did not materialise even with
in extended period of delivery, 

the LPRs raised were within the local pur
chase powers of CMP taking into account 
the previous DGSD rate contract rate of 
Rs. 2.40 per tin, 

the local purchase orders placed at the rate 
of Rs. 17 and Rs. 16.80 were for a super
ior quality. This argument of the Ministry 
is, however, not tenable as the DGSD pur-

y 



chase as well as one of the local purchases 
were not of superior quality polish and when 
the usual quality polish was adequate for 
meeting the requirements of the Navy there 
was no justification for purchase of super
ior quality polish costing 5 times as much 
as the usual quality, . 

implementation of risk ourchase c.Iause could 
not be carried out by the DGSD as advised 
by their legal adviser3. 

The local purchase of ·the poli~h made by the CPRO 
by splitting up the orders in order ro bring the pur
chases within his powers resulted in an extra expendi
ture of Rs. 1.40 lakhs. Besides, the extra cost of 
Rs. 1.19 lakhs on the risk pur9hase made by DGSD 
cquld also not be recpvered from tJ,e defaulting firm 
as the risk purchase was not made within six months 
of default as required under the general terms of the 
contract . 

62. Loss due to unJ!ecessary ruising of indents for n 
Naval aircraft instrument 

Instrument 'A' is used on aircraft. 'X'. which was 
inducted into Indian Naval Service in 1961. In 1974 
country 'Y' where aircraft 'X' was manufactured, in
troduced instrument 'B' in place of instrument 'A' in 
aircraft 'X' in service with their Navy as manufacture 
of instrument 'A' had ceased. Both the instruments 
ai:e meant to discharge the same function and despite 
their design changes their working detai!s remaiQed 
almost the same. 

The Indian Navy which had a stock of 12 instru
ments 'A' (7 serviceable and 5 repairable) placed an 
indent in January 1978 on Supply Wing of an Indian 
Mission abroad (SW) for procurement of 5 instru
ments 'B' amongst other items. The SW concluded 
a contract _in May 1978 with firm 'W' for supply of 
instrument 'B' at FF 13,844.80 each. These were re
ceived in February 1979 in a Naval Stor-:::s Depot at 
station 'C'. 

While the contract action on the indent o~ January 
1978 was in progress with SW, the Indian Navy raised 
another indent in April 1978 on SW for procure~ent 
of 10 instruments 'B'. The SW concluded a con
tract with firm 'Z' in October 1978 for supply of 
instrument 'B' at a higher rate of PF 19,146 each. The 
item was despatched to India in July 1979 but tbe 
same was reported not traceable at Bombay Dock. 
The consignment . was not insured. A claim for 
Rs. 4,41 , l 23 .85 was preferred on the carriers in 
December 1979 who paid in June 1984 · a sum· of 
Rs. 1,560 only, being the · maximum liability under 
S/ 1 DAD.S/ 86-16 
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the relevant clause in the bill of lading. In Decem
ber 1985, the Ministry of Defence accorded sanction 
to drop the claim for the balance amount of 
Rs. 4,39,563.85 and to regularise the loss as Joss of 
public money. When the Naval Headquarters was 
considering alternate procurement of 10 instruments 
'B' lost in transit, Naval Aircraft Yard (NAY) at 
station 'C' reported in August 1980 that the existing 
stock of 11 instrument ·A' could meet the anticipated 
requirements and there was no need for alternate 
procurement. 

5 instruments 'B' indented in January 1978 and 
received in February 1979 together with the 10 in
dented in April 1978 were planned to be utilised on 
aircraft 'X ' after carrying out suitable modification. 
These modifications were to be carried out by NAY 
at Station 'C' instead of at foreign country 'Y' as the 
unit cost of carrying out modifications in India was 
considered much cheaper. With the Jos3 of consign
ment of 10 instruments ·'B' the modification plan was 
reviewed and was held in abeyance. 

In August 1986, the Indian Navy had a stock of 
8 instruments 'A' (5 serviceable and 3 repairable) pro
cured prior to 1972 and 5 instruments 'B' received 
in Fiebruary 1979. Ministry of Defence stated in 
November 1986 that 5 instruments 'B' received in 
February 1979 would be utilised only when the stock 
of instrument 'A' is exhausted. The issue of instru
ment 'A ' during the period 1st April 1977 to 31st 
March 1986 was only 9 and there was no issue after 
30th July 1983. Taking into account the average 
annual issues the existing stock of 5 serviceable ins
truments 'A' would last for another 5 years and the 
utilisation of instrument 'B' thereafter will depend. on 
aircraft 'X' remaining in service. 

The case reveals the following 

instruiii'ents 'A' and 'B' are meant to dis
charge the same functions. Therefore the 
procurement of 15 instruments 'B' was un
necessary as the existing stock of instrument 
'A' could meet the anticipated requirement; 

the raising of two indents within a period 
of 3 months had resulted in an extra ex
penditure of FF 5301.20 (Rs. 9,542 app
roximately) per instrument; the total extra 
expenditure being FF 53012.00 (Rs. 0.95 
lakh approximately) for · 10 number~; 

5 instruments 'B' procured at a cost 9f FF 
69224.00 (Rs. 1.25 lakhs approximately) 
in 1978 had not been ut ilised ; and 



the consignment of 10 instruments 'B' val
ued at Rs. 4.41 lakhs was lost but only 
R s. 0.02 Jakh could be recovered from the 
carrier. 

63. Overpayments of interest on cleposits under Com
pulsory Deposit Scheme 

Under the Additional Emoluments Compulsory De
posit (Government Employees) Scheme 1974 as amen
ded in 1976, the compulsory deductions made from 
the salary of the Central Government emp1oyees ear
ned simple. interest from th~ first day of the month 
subsequent to the month to which the salary related. 

Test check by Test Audit of individual ledger ac
counts of the Defence Combatants (Navy) and 
Defence Civilians-Gazetted and non-gazetted (Navy) 
maintained by the prescribed autho_rities showed that 
the compulsory deductions were posted in the ledger 
accounts in the column of the month to which the 
Additional Dearness Allowance pertained instead of 
in the column for the following month resulting there
by in overpayment of one month's interest on all the 
deductions. At the instance of audit the Controller 
of Defence Accounts (Navy) reviewed the cases of 
payment of interest and detected overpayments total
ling Rs. 5.21 lakhs. Only, Rs. 3.47 lakhs out of the 
above are reported to have been recovered so far. 
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The Ministry of Defence stated in October 1986 
that a statement of case for the irrecoverable amount 
of R s. 1.74 Iakhs has been sent to Naval Headquar
ters in November 1985 for obtaining Government 
sanction for regularisation. ' 

64. Irregularities in the maintenance of Provi'dent 
Fund Account~ 

The responsibility for the maintenance of P~ovi
dent · Fund accounts of the civilians of the Indian 
Navy was transferred to the Controller of Deferice 
Accounts (CDA1 Navy from the Joint Controller 
of Defence Accounts, Meerut (JCDA) with effect 
from 1st Aprii 1976 u·nder the orders of the Cont
roller General of Defence Accounts. The transfer 
was to b~ completed by August 1976. However, the 
tramfer commenced only in October 1976 and was 
l.:ompleted in September 1983. 

In February 1976, the CDA, Navy promulgated 
a drill for maintenance of Provident Fund accounts 
and in April ·1976, the CDA Navy issued orders for 
()pening of Fund Cards in his office with effect from 
1st April 1976. 

The drill provided for : 

monthly as well as yearly reconciliation 
of the transactions in the fund ledger 
cards and the to,tals of broad sheets with 
the compiled actuals, and 

annual completion of postings in the 
broad sheets. 

However, no reconciliation was done till Decem
ber 1983 though this was pointed out by Tes.t Audit 
in March i April J 978 and th.~reafter. The failure to 
carry out the monthly as well as yearly reconcilia
tions with the compiled actuals had resulted in huge 
differences between the compi!ed actuals and the 
Broad sheet figures remaining unadjusted. The total 
clifference as worked out fo October 1984 by the 
CDA Navy was Rs. 10,25,35935 less in debit and 
Rs. 56,70,583.70 excess in credi.t, vide details given 
helow 

Credit Debit 

Amount 
1976-77. 

compiled for 8,24,48, 176. 30 1,79,13,833 .55 

Amount as per Broad 8,81,18,760.00 J ,68,88,474 . 00 
sheets for 1976-77. 

Amount yet to be recon- 56,70,583. 70 10,25,359 . 55 
ciled. (Excess) (Less) 

The excess credit would mean that more amounts 
have been posted in the ledge·r cards than the reco
veries which have come through the accounts. 

The Ministry of Defence srnted in October 1986 
that the unreconciled debits have been brought 
down to Rs. 0.13 lakh and the reconciliat ion of ex
cess in credit has been taken up in right earnest 'and 
woulp be completed or the difference narrowed down 
by the end of 1986. The Ministry attributed the 
delay to acute shortage of staff. 

The fact, however, remains ,th'at even after 10 
years of transfer of the Provident Fund Accounts 
large excess credits have remained unreconciled 
with possible risk of over-payments to rctirin.1? or 
retired employees. 

65. Inordinate delay in adjustment of profonna 
payments 

In July 1973, the Ministry of Defence ( the 
Ministry) approved the introduction on ari ex
perimental basis of a scheme for on the spot pay
ment to suppliers by cheque upto Rs. 20,000.00 
after taking delivery of stores purchased locally by 
Controller of Procurement (CPRO) at station 'A'. 

> 

! 
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The scheme was later approved on a permanent 
basis in July 1-975. The salient features of the 
scheme were as follows : 

A bill on behalf of the supplier or a pro
forma bill of the supplier would be pre
ferred by ,the CPRO and forwarded to the 
Controller of Defence Accounts (CDA), 
Navy along with the proposed purchase 
order for issue of cheque. 

The cheque received from CDA, Navy 
would be handed over to the supplier by 
the CPRO after delivery had been taken 
of the stores lmaterial purchased duly ins
pected by the con,petent inspection 
authority. 

A srnmped receipt for the cheque indi
cating the quantity and cost of material 
was to be ob:tained from the supplier and 
fo rwarded to the CDA, Navy. 

A final bill in settlement of the claim 
would be obtained subsequently from the 
supplier indicating the amount of the 
claim for :the stores supplied and acknow
ledging the payment already made and 
forwarded to the CDA, Navy. 
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The procedure prescribed above, if followed 
scrupulously, would ensure that all proforma pay
ments were .adjusted within a short time and no 
payment would be ou,tstanding for want of adjust
ment bills. However, a review of the payments made 
by CDA, Navy under toe scheme revealed that 139 
cases of proforma payments amounting to Rs. 11.42 
lakhs pertaining to the period from 1979-80 to 
1983-84 were ou1tstanding for want of adjustment 
bills as on 30th September 19°86. The yearwise 
details of the outstanding amount were a~ follows : 

Year 

1979-80 
1980-81 
1981 -82 
1982-83 
1983-84 

TOTAL 

No. of 
cases out

standing 

7 
39 
36 
35 
22 

139 

Amount of pro
forma payments 
awaiting adj ust-

ment 

Rs. P. 
42,620.26 

3,03,818 .18 
2,86,677. 44 
3,18,302.60 
1,91,020. 35 

11,42,438. 83 

The Ministry stated in September 1986 that the 
unsatisfactory pace of clearance of adv.ance pay
ments was due to n'on-submission of adjot1stment 
bills by CPRO. The Ministry added that due to 
concerted effor ts the outstand ings had come down 
substantially and efforts were on hand to liquidate 
the same. The fact, however, remains .that even 
after che lapse of 2* to 6 years, th_ese advance 
payments have remained unadiusted . 



CHAPTER 9 

OTHE R TOPICS 

66. Payments of fraudulent claims due to non-obser
vance of rules , 

Every year 1the Corps of Signals is entrusted with 
Telephone Administr~tive Grant to cover charges 
in respect of telephones including irunk call charges, 
exchanges and junctions tie lines, local printing of 
Army telephone direcwries and purchase of Cardex 
cards or other stationery items for maintaining the 
records of telephone an•d trunk call bills etc. T he 
stores received are to be accounted for in ledge.rs 
which are subject to audit oy the Local a udit Offi
cer (LAO) under the Controller of Defence Ac
counts (CDA). T he authori.ties to whom allotments 
are made are responsible for watching the progress 
of expenditure. In order to help the Controlling 
authorities in moni toring expendimre, the prescribed 
procedure required the CDA to render monthly 
statements of actual expendit ure to the allottees by 
the 25th of the following month showing serial 
numbers of claims admitted by his office and the 
amounts debited against the allotment. The CDA is 
required simultaneously to keep a watch on the 
progress of expenditure against the s:.inctioned allot
ments and bring to ' the notice of the allottees cas:es 
in which the progress of expenditure is abnormally 
heavy or unusually low. Bills of local purchase are 
receiv d in the Miscellaneous section of CDA's 
office and af ter audit these are sent to the Accounts 
~ection for verification of the availability of funds 
and noting in the ~egister. 

In June 1984, while scrutinising and linking the 
quarterly statements of ae<tuals for January to M arch 
1984 sent by the Accounts section of CDA 'X', the 
Signal Branch of an Area Headquarter~ (HQ) called 
for the payment particulars of two local purchase 
b ills of F ebruary 1984 valuing Rs. 38,700 and 
R s. 30, 100 from the CDA. On receipt of photo 
copies of these documents, the Area HQ informed 
CDA on 20th June 1984 that the claims were for
ged. A further examination of relevant documents! 
registers by lhe CDA disclosed fraudulent payments 
of 4 1 claims amounting to R s. 29 .60 lakhs to pri
vate parties during the period January J 982 10 

March 1984 on account ol the following : 

fictitious local printing of telephone d irec
tor ies and cardex regis ters from private 
par ties. 

l JO 

fictitious local purchafo of telephone ex
change including telephone pieces from a 
priva~e party. 

fictitious local pi.rrchase of stationery and 
~ lt:el almirahs. 

A Court of Inquiry convened by the Area HQ in 
June 1984 could not pinpoint responsibility for the 
fraudulent payments as t h~ civilian witnesses did 
r.o t. a ttend . A Board of Officers convened by 
CDA'X ' in August 1984, however, found jobserved --.. 
the following lapses : 

(a) On the part o f A rea HQ 

(i) Ledger for stores procured was not main
tained. 

(ii ) No action was taken to scrutinise monthly 
st"atements of expenditure as wen as dup
licate copies of cheque-slips sent by CDA. 

(iii) Additional aIJotments of funds for 1982-83 
and 1983-84 were demanded without pro
per scrutiny as shown below : 

-------- ·-- --- -- - · 

(i) loitial allo tment 

(ii) Additional a llo tment 

TOTAL 

Recorded expenditure 

Fraudulent claims · 

1981-82 1982-83 

(Rs. io lakhs) 

52 .00 51. 50 
8.00 

52.00 59 .50 

51 .56 64.31 
0.26 15.69 

1983-84 

58. 50 
18.00 

76.50 

76.48 
13.65 

(iv) Specimen signatures of various officers 
dealing with the grant from time to time 
were not sent to the CDA. 

( b) On the part of the CDA 

(i) Pres~ribed specimen signatures register was 
not maintained. 

(ii) Certifieci copies of receipt 
(CRVs) were not scheduled 
concerned for credit verification. 

vouchers 
to LAO 

( iii) Bills for local printing and purchase of sta
tionery were admitted without regard to 
financial powers. 

y 
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(iv) Bills f9r local purchase of telephone ex-
< c.hanges from a private party were admitted 

without Government sanction. 

(v) Expenditure in excess of allotment for 
1982-83 was not objected ~o. 

(vi) Expenditure statements 'for . 1983-84 were 
despatched to a Command HQ erroneously. 

The Area HQ requested the SPEJCBI in October 
1984 to investigate the case. Till November J 986 
the results of investigations were awaited . 

The Ministry of Defence (Ministry) stated in Nov
ember 1986 that specimen sign'atures of varioos offi
cers dealing with the grant were not forwarded to 
the CDA by the Area HQ and in the absence thereof 
the CDA should not have made the payments. The 

,,. Ministry further added that the ledgers have now 
been opened and the items purchased are taken on 
charge. 

The case thus reveals that procedural lapses ar,d 
non-observance of the prescribed rul~s oy the Area 
HQ/CDA authorities over an extended pr.riod of time 
resulted in payments of fraudulent claim~ amounting 
to Rs. 29.60 lakhs. 

67. Abnormal delay in the utili: :ttion ·of equipment 

Two units of an imported landing aid (equip
ment'X' ) costing Rs. 4.42 lakhs received in June. 
1970 and allotted to an Air Force Station in Decem
ber 1970 were received in the Station in 1971 for 
installation in an Airfield. 

Proposals for the acquisition of 4 acres and 10 
gunthas of land required for the installation of the 
equipment were mooted in 1971 but agreement for 
the same could be arrived at only in November 1974 
after protracted negotiation and correspondence bet
ween t~ Military Estates Officer, State Revenue 
authorities and th~ land owners. TI1e Air Head
quarters(HQ) accorded sanction in April 1976 i'or 
civil works estimated to cost R s. 4.75 lakhs, which 
included Rs. 700 for hiring of land for first ye ar. 

As proposals for resurfacing and exten~ion of the 
main runway at the airfield were pending considera
tion by the Air HQ, the civil works for installation 
of the equipment sanctioned in April 1976 could not 
be proceeded with immediately as it was felt that if 
the runway was extended the location of equip
ment'X' would require change. The work on the 
runway was sanctioned in Oc!._ober 19?6 resulting in 
the fresh demarcat ion of land for installing the equip
ment .. In the meantime, the Engineers placed supply 
orders in June 1976 for 4 11umbers of diesel generar-
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ing sets costing Rs. 1.08 lakhs. These were received 
in 1977 but could nor be utilised till September 1984. 

lo early .1977, another landing aid (equipment 'Y' ) 
was installed in the airfield. The Air Command, 
therefore, proposed in June 1977 that equipment'X' 
received in 1971 would hardly be of any additional 
operational advantage and should therefore be trans
ferred to some other station. However, after review 
in January 1978 the Air Command decided to retain 
and install the equipment at the original station. 

In August 1978 Air HQ directed the Air Com
mand to exam,ine th<? feasibility of tra.nsfer of the 
equipment'X' to another station. In October 1978 
the Air Force sta tion indicated that ~in_ce the manu
facture of equipment'X ' had been discontinued by 
the foreign country, the operationjmaintenance of 
the equipment would become difficult due to inade
quate spare backing. The _transfer of' the equipment 
to another station was, however, shelved in Decem
ber 1978 and it was dt'._.cided to retain and install the 
equipment. 

In March 1979 a Siting Board was ordered for 
installing the equipment, but it was stated that it 
had not been finalised. Anothei;: Board was held in 
March 1982 and its proceedings were approved by 
Air HQ in. September 1982. Government sanction 
(or permanent .acquisition of land for the project 
was accorded in January 1983. 

In July 1983 the Air F orce Station reiterated the 
need for transferring the equipment to some other 
station for the following reasons : 

(i) The equipment'Y' installed in 1977 had 
beco!lle operational and served the need of 
the Airfield. · 

(ii) The cost of operation and maintenance of 
the _equipment 'X' receiv~d in 1971 would 
be of the order of Rs. 3 lakhs to 4 lakhs 
annually with hardly any additional opera
tional advantage. 

In October 1983, the Air Command appro~ched 
the Air HQ for cancellation of the sanctions for civil 
works and acquisition of land accorded in April 1976 
and January 1983 respectively. The Air HQ JMinistry 
canceUed the sanction for civil works and acquisition 
of land in November 1984 and March 1984 res
pectively: Non-utilisation of the costly imported 
equipment for about 14 years wa~ pointed out in 
Audi t in March 1984. In the meantime the two 
units of equipment 'X ' were trarrsferred to two other 
stations in February 198'4 and Apr-il 1984. 



The Air Command stated in Sep lemller 1984 that 
the equipment could not be utilised Jue to administra
tive and technical reasons and non-execution of works 
seryices. It was also stated that the generating sets 
would be used for other projects being planned. 

The Ministry of Defence ~lated in Febrm1ry 1986 
that : 

The t.wo units are new fun ctioning at new 
stations. Th\!se are intended to be main
tained by using indigenous substitutes where 

. possible anj Pf canni.balisat1on where no 
alternative is available. 

Generating sets are proposed to be utilised 
for providing st~nd-by power supply to cer
tain units. 

The fact remains that : 

Two units of imported equipment costing 
Rs. 4.42 lakhs received in June 1970 to 
serve as landing aid remained unutilised for 
about 14 years. In the meantime the manu
facture of equipment ·x· had been dis
continued in the foreign country and super
seded by a l:i.ter version and its proposed 
operation/ maintenance wa?. renorted (Octo
ber 1978) to be difficult due tu inadequate 
spare backing. The equipment was finally 
transferred t0 other unit•; ir. 1984. 

Four diesel generators costing Rs. 1.08 
lakbs procured in 1977 in connection with 
installation 0£ equipment 'X ' remained un
utilised for about 8 years. 

68. Loss on sale ~f surplus electricity 

Mention was made in paragraph 42 of tbe Report 
of the Comptroller and Auditor General of India, 
Union Gov~rnmynt (Dt>fence Services) 1976-77 about 
the installation i11 September 1976 of 3 generating 
sets of 1000 KW each (total capacity : 3000 KW in
cluding lOOOKW as stand by) at a port to meet shore 
power requirement of visi.ting naval vessels and those 
based at the port. The paragraph mentioned that the 
-sets were not commissioned till December 1977 and 
that the facilities being crea ted (Sanctioned cost : 
'Rs. 1.27 crores) were 110 L expected to be utilised fully 
even in the near future as the power requirements 
at peak load o( the N;\vy at the port W('re assessed 
in F ebruary 1977 at 390 KW for 1977 and 1978 
and at 1200 KW from ·1979 onwards. In reply to the 
audjt para the Ministry of Ddence (Ministry) sta ted 
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in January 1978 that 1 he power hou e was expr.cted 
to be commissioned in April 1978 and that sale o( 
power for civil use was under consideration. 

A further examination by Audit has revealed that 
since power generation capacity created at the port > 
was much in excess of the Navy's requirement, the 
Chief Engineer (CE) Dry Dock suggested to the En
gineer-in-Chief's Branch Army Heauquarters sale of 
sw·plus electricity to th~ local admiQisti:ation. The CE 
fuqher sta ted that the cost of genetatiou would be about 
Re. 0.75 per unit which migt t go up to Re. 0 .83 per 
unit in 1980. As the loc;il administration was pre
pared to pay only at Re. 0.32 per unit provided 700 
KW power was made available for a period of 7 
years, the resultant loss would have to be borne by 
the Ministry. The Naval power house was put into 
commission on 31st l\far::Jl 1978. In Mav 1978, the 
Narnl Headquarters intimated that Government had 
agreed in principle to the proposal for sale of electri-
city a t a provisional rate of Re. 0.40 per unit ro the 
local administration. In June 1979 the Ministry ac- ......._ 
corded san'ction for sale of electricity at R e. 0.40 per 
unit (maximum demand : 7GO KW J to the lol al ad
ministration for 7 years. The validity of his sanction 
was further excended by the Minist(y in February 
1986 for another 5ve years with eU~ct from 21st 
June 1985. Betw~·~n 22n.d June 1978 ar.d March 
1985 the local adm1nistratton was supplic::d l 97.42. 

lakh units of electricity. The difference between the 
cost of generatio!I ranging between Re. 0 .53 to 
Re. 0.97 per unit and the sale price of Re. 0.40 per 
unit for 197.42 lakh units till March 1985 worked 
out to Rs. 208.89 la"-':ts. 

J; would be seen from the position indicated below 
that the major _portion of the electricity produced 
wa~ supplied to the local administration : 

Year Total No. No. of 
of units units sold 

generated to local 
ad minis-

tration 

(in lakh) (in lakh) 

1978-79 38 .79 29.18 

(from 22-6-1978) 

1979-80 46.54 35.22 

1980-81 43. 43 30.2'1 

L98J-82 39.22 26 .23 

1982-83 43.80 25.44 

1983-84 42.98 24. 09 

1984-85 40.24 27.05 

The Ministry of Defence stated in November 1986 
tha t : 

The consideration for selling electricity to 
local administration was primarily with a 
view to pmchase in turn power from them 
for o ther Defence establishments loca ted 
away fro m the Naval power house on a 

.· 

' 



. .., 

mutual basis. The rates payable by the 
Army to local administration were 60 paisc 
per unit for the first 50 1111its per KW of 
the cq_nnected load a!ld 45 paise per uni t 
thereafter. If the Na val power sta tion was 
to supply µow cr directly to the Army, the 
Defence Services would have to incur enor
mous capit:il cost in laying of transmission 
lines, apart from other ::idministrative cost. 

This arrangement should also be considered 
in the overall context of development of the 
surrounding territory. 
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Jn this connection it may be mentioned that of 
295 lakh uQits produced (Production cost : 
Rs. 450.42 lakhs) by the Naval power house during 
the penod from June 1978 to March 1985, .197.42 

- lakh units (about 67 oer cent) were supplied to local 
administration for R s. 78.97 Iakhs ( (.£ 40 paise per 
unit) thus resulting in a loss of Rs. '.208 .89 lakhs. 
Against this the local administration supplied only 
30.14 lakh units during the same period to tile Defence 
units at the rates varying from 38 to 63 paise per unit. 

Due to inflated assessment of the actual require
ment of electricity, the J:kpartment had per force to 
~ell surplus elect,ricity at a rate lower than the cost 
of production and to incur thereby a ·toss of 
Rs. 208 .89 lakhs upto March 1985. 

69. Failure to recover charges for use of Defence 
siding 

A defence siding at a railway station was esta
blished on defence land during World War 1I to 
ca·rer for defence establishments . The cost of the 
siding was met from Railway outlays (Rs. 67.15 
Jakhs) and Defence outlay (Rs. 86.79 lakhs). Inte
rest and ma intenance charges claimed by the Ra il
ways, based on the Railway and Defence outlay, were 
accepted by t.he Defence authorities. D ebits amount
ing to Rs. 265.82 lakhs for the period upto March 
1985 claimed b.Y the Railways as inteiest and main
tenance charges for the siding have been accepted by 
the D efence. 

From 1956, 1959 and 1976 onwards the siding 
was utilised by three Government Undertakings 'A', 
'B' and 'C' resp_ectively. According to tbe assessment 
made by a Board of Officers in D ecember 1978 the 
proportion of traffic moved through the siding by 
these undertakings was almost the same as that of 
Defence. The Railway authorities pleaded their in
ability to redrice the Defence share of the mainten
ance charges and indicated in November 1978 that 

the matte r fo r shari ng/apportioning the :nai.n~enan.ce 
charges be directly settled by Defence authonttes with 

the undertakings. 

The siding was utilised by Undertaking '~' 
from 1956 onwards, without any agreemen~ ~1th 
the Defence authorities. In April 1977 it was indicat
ed by the Railway authorities that based on the tra
ffic moved during D ecember 1964 to November 196~, 
the charges for the use of the siding should be paid 
in the following proportions 

Defence 

U ndertak ing 'A' 

U ndertakfog 'B' 

34 percem 

58 percent 

8 percent 

The Railways further indicated that the Defence 
authorities woul.d have to claim these amounts from 
the Undertakings direct. In De'cember 1978, Under
taking ' A' agreed to pay the charges subject to ap
proval by its Ministry. However, in the same month, 
Undertaking 'A ' went back on its earlier sta nd in 
view of the rules and proce.dures obtaining at various 
sidings operated by them . N o agreement has been 
entered into by lkfence authoritiec; with Undert:aking 
'A' so far (August 1'986) for payment of the charges, 
for us~ of defence s idings. 

' (' 

Un'Clertaki.ng 'B' used the siding from 1959 on
wards. In 1970,. an agreement was concluded by the 
D efence authorities with Unde~taking 'B' for pay

ment Of the charges by the latter for use of defence 
siding. During the period 1959 to 1981 an amount 

of R s. 0.32 lakh has been recovered from Un'der
taking 'B'. 

Undertaking 'C' started using the siding from 1976 
onwards. Though no agreement was conc1uded with 
it, an assu rance was given b y it in April 1976 under 
which it agreed to pay all the ch~rges clai.fileooy 
the R ailways. However, the assurance did not sti
pula~e the quantum of siding charges recoverable 
from the Undertaking. On 11th December 1978 
Undertaking 'C' agreed to pay the charges on the 
number of wagons handled by them through the 
siding. On 27th D ecember 1980. Undertaking 'C' 
indicated that since siding charges were 11lready being 
recovered by the R ailways, payment of separate main
tenance charges to the D efence would not arise. In 
January 1981 the Railway authorit ies informed the 
U ndertaking 'C' as well as the D efence authorities 
that no siding charges need be collected separately by 
Railways for use of defence siding by the Undertak
ing. and tha t the quantum of charges payable by 
U ndertaking 'C' was to be decided between themselves 
by the D efence authorities and the Undertaking. The 

issue of p ayment of charges by the Undertaking, as 



well as agreement for use of the defence siding Is 
still (August 1986) to be finalised. The amount out
standing from Undertakings 'A' and 'C' upto March 
1985 was approximately Rs. 108.18 Jakhs. 

The Ministry of Defence (Ministry) ~tated in Sep-
tember 1986 th at : 

Command Headquarters have been advised 
to or4er a Court of Inquiry to find out 
causes for non-conclusion of agreement with 
the undertakings vis-a-vis non-recovery of 
their proportionate share of maintenance 
ch~rgf:!S. 

A case has been taken up with undertakings 
'A' and 'C' for clearing the dues urgently ; 
otherwise the Ministry _would be compelled 
to take up the matter with Railway Board 
for stopping further use of defence sidings. 

Ministry is not in a position to verify the 
amount re'covemble from undertakings 'A' 
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and 'C' as no records regarding movement 
of traffic are maintaine~l by the Defence 
authorities. 

The case reveals the following : 

Even though the defence siding w:is being 

used by Undertaking 'A' from 1956, no 
agreement exists for the recovery of its 
share of maintenance charges to the Defence. 

No agreement exists with Undertaking 'C' 
for the use of defence siding from 197 1 

eventhough the U ndertaking had given an 
assurance to reimburse the charges paid 
to the Railways by the Defence . 

This bas resulted in failure to recover dues 
amountinJ?: to Rs. 108.18 lakhs approximate-
ly from Undertakings 'A' & 'C' upto Marc1' 
1985. 

(M. M.· B. ANNAVI) 
Director of Audit, Defence Services 

Counter.>ignod 

TN· th « J..u'Y"' e J,' 
(T. N. CHATURVEDI) 

Comptroller and Auditor General of India. 
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