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I 
This Report for the year ended March 2012 has been prepared for submission to the JPresident 

I 

under Article 151 of the Constitution. Tl}ie Report relates mainly to matters arising from test 
audit of the financial transactions of Ministry of Defence, Air Force, Navy, Coast Guard, 
associated Research and Development mtlts and Military Engineer Services. Results of audit 
of Ministry of Defence, in so far as they] relate to Army and Ordnance Factories, Army HQ, 
Ordnance Factory Board, field units of trn1Y· Ordnance Factories, associated Research and 
Development units and Military Enginee~ Setvices have been included in a separate Report. 

I 

The Report includes 29 paragraphs. , 
. I 

The cases mentioned in the Report are kong those which came to notice in the course of 
I , 

audit during 2011-12 and early part of 2012-13 as well as those which came to notice during 
earlier years, but could not be included inlthe previous Reports. 

. I 
I 

iv 
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[OVERVIEW] 

The total expenditure of the Defence Services during the year 20 11 - 12 was ~1 ,75 ,898 crore. 

Of thi , the Air Force and Navy spent ~46, 134 crore and ~31 ,270 crore respectively. The 

combined expenditure of the two services amounts to 44 per cent of the total expenditure on the 

Defence Services. The major portion of the expenditure of the Air Force and Navy is capital in 

nature, constituting almost 62.04 per cent of their total expenditure. 

This Report contains major findings arising from the test audit of transactions of the Air Force, 

the Navy, Defence Research and Development Organisation, the Coast Guard and the Military 

Engineer Services. Some of the major findings included in the Report are di scussed below. 

I I Unfruitful expenditure on development of a system 

Due to injudicious decision to persist with a programme for development of Electronic Warfare 

suite sanctioned to enhance the operational capability of an aircraft, an investment of ~156 crore 

was rendered largely unfruitful. 

(Paragraph 2.1) 

I II Delay in upgradation of an aircraft 

Due to delay in initiation and conclusion of the contract, faci li ties fo r upgradation of an aircraft 

could not be set up in time despite an investment of ~272 crore on Transfer of Technology 

resulting in grounding of more than 50 per cent of the transport aircraft fl eet. 

(Paragraph 2.2) 

I m A voidable expenditure in procurement of aero-engines 

Despite being aware of long term requirement of aero-engines, lAF failed to project the entire 

requirement which re ulted in an extra avoidable expendi ture of ~227 crore on procurement of 

100 aero-engines. 
(Paragraph 2.3) 
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IV Non-inclusion of variable percentage of profit in the contract for 
acquisition of Landing Craft Utility 

The contract for acquisition of eight Landing Craft Utilities (LCUs) at a cost of ~2 1 69 crore, 

al lowed a fl at 10 per cent profit to the Shipyard. Inclusion of performance related profit in the 

contract would have given the Ministry control over the profit element based on the performance 

of the shipyard. By allowing a fixed 10 per cent profit element, Ministry denied itself the 

leverage of reducing the profit to an extent of ~40.96 crore. Besides, provision of ~9 crore 

towards Project Management Cost in the contract was unjustified. 

(Paragraph 2.4) 

I V A voidable expenditure on procurement of test equipment 

Procurement of additional test equipment worth ~ 1 1 crore to meet the increased work load 

was avoidable as the test equipment for setting up the base repair level facility at BRD had 
already been procured earlier which could cater to the increased work load. 

(Paragraph 3.1) 

I VI Delay in commissioning of testers 

Due to non-inclusion of commissioning clause in the contracts, testers procured at a cost of 

~5.47 crore could not be commissioned for over four years and had since been rendered 

unserviceable. 

(Paragraph 3.2) 

lvn Directorate of Mechanical Transport, Air Headquarters 

Directorate of Mechanical Transport (DMT) at Air HQ is responsible for planning, forecasting, 

provisioning and budgeting in respect of ranges of vehicles and their associated equipment. 

During detailed audit of DMT Air HQ and units thereunder from Apri l 2012 to September 2012, 

Audit observed that 408 Aircraft Support Vehicles (ASVs) costing ~132.09 crore planned (2007) 

in the backdrop of Ops Parakaram could not be procured. Besides, 37 weapon loader trolleys 
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valuing ~6.63 crore procured for SU-30 units were found unsuitable, thereby depriving these 

units of a vital ASY. The newly introduced Common User Vehicles (CUYs) were diverted to 

use for other than the intended purpose. Delay in outsourcing of staff cars by Air Force Station, 

New Delhi despite Ministry' s insistence, deprived IAF of envisaged (2008) annual savings of 

~l .95 crore on outsourcing of staff cars. 

(Paragraph 3.3) 

I VIII Availability of airfield infrastructure/runways in Indian Air Force 

Airfield i an area of land comprising runways, taxi-tracks, dispersals, blast pens and entire zone 

of safety surrounding the area which is used fo r the operation of the aircraft. During scrutiny of 
records pertaining to ten runways resurfacing projects, Audit observed that there were cases of 

delays in sanction of works for runways resurfacing and blast pens. There were also delays in 
execution of works especially due to change of design sought after the sanction leading to time 
and cost overruns. Runways at three stations were not fit for operation of fighter aircraft. In 
most of the cases, the work executed by the contractor was of substandard quality and 
supervision by MES was also poor. 

(Paragraph 3.5) 

I IX Blocking of funds due to improper planning and execution of work 

Sanction of work for re-routing of electrical Lines without obtaining necessary consent from the 

Revenue Authorities led to blocking of funds amounting to ~6.14 crore from the year 2008. 

(Paragraph 3.6) 

I X A voidable payment of Income Tax 

Failure of MoD to adhere to the contractual provision for availing of concessions on duties 
resulted in avoidable payment of ~69.40 crore on account of Income Tax. 

(Paragraph 3.7) 
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I XI Allotment of office space to a private organisation 

Irregular allotment of office space to a pri vate organ isation by DRDO led to a revenue loss of 

~5.67 crore to the State. 

(Paragraph 3.8) 

I XII Recoveries at the instance of Audit 

At the in tance of Audit, the lAF authorities recovered an irregular payment of ~0.70 crore made 

to the IAF personnel and a private firm. Principal Controller of Defence Account (Navy) 

recovered ~ 1.39 crore from a private firm a liquidated damage for the late delivery of fuel 

barges, only after being pointed out by Audit. 

(Paragraph 3.10 and 4.10) 

I XIII Inadequacies in the refit of a submarine 

Failure on the part of the Indian Navy to synchronise the procurement of 204 types of spares 

necessary for undertaking the refit of a ubmarine, in 2006 affected the quality and completeness 

of the refit. Addi tionally, the belated procurement of only 89 spares at a later date led to an extra 

expenditu re of ~1 8 crore. 

(Paragraph 4.1) 

I XIV Unfruitful expenditure of ~3.91 crore on Maintenance Dredging 

Maintenance Dredging is an annual activity undertaken to maintain a minimum depth in Naval 

channels and areas for the safe nav igation of ships, submarines and other crafts. Even though 

dredging in monsoon was not a viable option, dredging during the peak monsoon due to delay in 

tendering and conclusion of the contract, rendered an expenditure of ~33.9 1 crore unfruitful. 

(Paragraph 4.6) 

I XV Unfruitful expenditure on construction of a Hangar 

Improper selection of the contractor, ub equent poor contract management and faulty de ign of 

the structure resulted in an unfruitful expenditure of ~6.72 crore in con truction of a hangar at 
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INS Rajali, Arakkonam. Even after lapse of more than a decade, the operational requirement at 

INS Rajali, for an additional hangar, could not be met. 

(Paragraph 4.8) 

I XVI False claim of Dip Money 

All qualified djvers of the Indian Navy, belong to a specialised cadre, and are entitled to "Diving 

Allowance" and "Dip Money". However, at INDT (Delhi), weak internal controls, improper 

document maintenance and falsification of official records, led to an incorrect payment of 

~10.24 lakh as Dip Money. 

(Paragraph 4.9) 

I XVII Excess payment of Island Special Duty Allowance in Navy 

Island Special Duty Allowance (ISDA) for the personnel serving at the Andaman and Nicobar 

Islands, is not admissible during leave I training beyond 15 days at a time and beyond 30 days in 

a year and during suspension and joining time. However incorrect interpretation of the 

Government Orders relating to regulation of payment of ISDA by the Navy led to an 

overpayment of ~3 .29 crore. Further, despite being aware of this irregularity, the Navy did not 

take any steps to rectify the situation. 

XVIII 

(Paragraph 4.11) 

A voidable expenditure on Short Refit of Indian Coast Guard Ship 
Vikram 

As per the Coast Guard Instructions for ships awaiting decommissioning/disposal, only essential 

repairs termed as Essential Repairs Dry Docking (ERDD) should be undertaken to ensure safe 

floatation till disposal of the vessel. Contrary to tills, an expensive Short Refit (SR) was carried 

out at a cost of ~5 .66 crore on Indian Coast Guard Ship Vikram due to lack of co-ordination 

between the two Directorates of I CG HQ wruch was avoidable. 

(Paragraph 5.1) 
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I XIX Qualitative Requirements based projects at Naval DRDO laboratories 

Scrutiny of 24 projects aimed at achieving indigenization, undertaken by Navy affiliated DRDO 

laboratories at a cost of ~31.51 crore revealed that 21 projects i.e. 87 per cent, did not adhere to 

the original time frame for completion. Seven projects witnessed cost overruns ranging from 34 

to 348 per cent. Scrutiny of 12 projects related to critical navaJ technologies, showed delays, 

technologicaJ obsolescence, difference of perceptions between Navy and DRDO on success 

criteria, delayed communication of QRs and frequent changes in QRs by Navy contributing to 

failure in induction of indigenously developed capability. 

(Paragraph 6.1) 
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i I 

l~~i1 · ·~··Abo~~)lle i{ep9ft!?;:.I 

The Report relates to Jauels arising from the Compliance Audit of the 
financial transactions of 1ni~try of Defence and its following organisations: 

I i 

• Indian Air Force (W) 
I ! 

• Indian Navy (IN) '. 
• i 

e Indian Coast Guarcl 
I 
I I 

i:t Defence Research . and Development (R&D) Organisation. of the 
Ministry of DefenJe ru{d its laboratories dedicated primarily to IAF/IN 

, I 

• Defence Accounts UDe~artment dealing with IAF/IN 
I I 

fj Military Engineer Services (MES) dealing with ][AF/IN 
I I 

I : 
Transactions relating to Air Force are audited by the office of ilie lPrincipal 
Director of Audit, Air ~ore~ [PDA (AF)], New Delhi and the audit of 
transactions in respect of Naviy/Coast Guard are carried out by the office of 
the Principal Director of ~udi~, Navy, [PDA (N)], Mumbai. 

I ' 

I I 

The audit conducted by tliese\two offices is of three distinct types: Financial 
Audit, Compliance Audit fud Performance Audit. · 

I . 

Financial Audit is the rev~ew lof financial statements of an entity that seeks to 
obtain an assurance that! the financial statements are free from material 
misstatements and present 1a ~e and fair picture. 

I ! 

Compliance Audit scrutihisek transactions relating to expenditure, receipts, 
assets and liabilities of thei au¥ted entities to ascertain whether the provisions 
of the Constitution of India, applicable laws, rules, regulations and various 
orders and instructions iss4ed ~y the competent authorities are being complied 
with. : 1 

P a.-. A ..:u:t . I . Id th . . f fu .. ell."Jtormance UUJI is an llli ep exammation o a programme, ncuon, 
operation or the managem~nt kystem of entity to assess whether the entity is 

I I 
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I 
. I 

I 
achievin~ economy, efficiency and effectiveness in the employment of 
available resources. 

I 

This Report relates to matters arising from the Compliance Audit and contains 
findings! pertaining to capital and revenue acquisitions, installation/ 

I . 

upgradation of systems and work services. Total financial value of cases 
commerlted upon in this Report is ~2650.34 crore. A brief financial analysis 
of the d.penditure incurred on the Air Force, Navy, R&D (related to Air Force 

I and Navy) and Coast Guard as a part of the over-all defence budget of the 
I 

country has also been included. 
I 

' 
Article ll 49 of the Constitution of India and the Comptroller and Auditor 

I 

Generalfs (Duties, Powers and Conditions of Service) Act, 1971 govern the 
scope · apd extent of audit. Detailed methodology of audit and reporting is 
prescribed in the 'Regulations of Audit and Accounts, 2007'. 

I 

I 

l.J.3:£;/~fiaijpl~gt~fi:~;:chllltti~t!!~~ll_[{t:::';.• r.I 
Audit ~eas are prioritised through an analysis of risks s~ as to assess their 
criticality in key operating units. Expenditure incurred, operational 
signific~ce, past audit results and internal control issues are amongst the 

. I 

prime factors which determine the severity of the risks. This exercise in turn 

guides ~he formulation of the annual audit programme. The number of units 
selecteq for audit is determined by matching the high-risk areas with available 
resourcbs. Besides, high-value capital acquisitions and procurements are 
audited lby specially constituted dedicated teams.. . 

In gen~rall, interaction with the audited entity is encouraged from the initiall 
stage i~ _the auditing process. Audit findings are communicated during 
discussions at the end of an audit exercise and followed up in writing through 

. I 
Local 'Fest Audit Reports/Statements of Case. The response from the audited 
entity i~ considered and results in either settlement of the audit observation or 
referral( to the next audit cycle for compliance. Some of the more serious 
irregulrnties are processed for inclusion in the Audit Repqrts which are 
submittbd to the President of India under Article 151 of the Constitution of 

I -

India, f pr laying them before each House of Parliament. . 
I . . ~. . 

At j:>re~ent, the. audit of these two offices comprises of 850 units. During 
I . · ... · 

2011-12, audit of 195 units/formations was carried out by utilising 8489 b:l11n 
d!J.ys. · I -·· 

-• -.---~.-. I 

2 
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" :;~~i... .. 

The Finance Division of t~e Jinistry of Defence is headed by the Secretary 
(Defence/Finance)/Financidl Adviser (Defence Services) (FADS) who is 
responsible for financial kcru'tiny, vetting, advice and concurrence of an 
proposals of the Ministry ¥·d

1
efence. FADS is· also responsible for internal 

audit and for accounting o:f the defence expenditure .. Internal financial advice 
I I 

is provided both at the ~e~ice Headquarters level as also at levels of 
Command Headquarters arid other units. Internal financial control is further 
aided by periodic intern~l a~dit by the Controller General of Defence 
Accounts (CGDA)", the Hbad ! of the Defence Accounts Department, who . 
functions under the FADS) T~e Principal Controllers of Defence Accounts, 
Air Force and Navy funct~oniri.g under CGDA are located at Dehradun and 
Mu~bai respectively. Th~yl areiresponsible for intei:nal audit, financial ad~ice 
at umt level and for scrutmy, payments and accountmg of all personnel drums 
and bills for supplies an4 sclrvices rendered, construction, repair works, 
miscellaneous charges etc. !received from Air Force and Navy/Coast Guard 

' I 

units. , 

The internal audit is expeciL tl ensure effective implementation of the rules, 
procedures and regulations 6nurlciated in the Defence Procurement Procedure, 
Manuals, Codes, etc. The bffi~es of PDA (AF) and PDA (N) actively seek 
assistance and co-operation! frofn internal audit in examination and scrutiny. 
Internal auditors have to cru:ry out 100 per cent checks. The external/statutory 
audit bases its audit on sJmpieltest check. The Inspection Reports (][]Rs) 
generated by external audit ~n the basis of local audit are issued to the audited 
entities as well as to their in'ternal auditors i.e. Defence Accounts Department 
These IRs are pursued to thbir logical conclusion after ascertaining the views 
of the internal auditors. Dr~t p~agraphs proposed to be included in the Audit 
Report are sent to the Deffnce Secretary. Simultaneously, a copy is also 
forwarded to CGDA. The M[inis;try furnishes its response only after vetting by 
the FADS. I · 1

1 

· · 

f~~~Wt~rilJ\il'~J!!fited ~ili!ils;G;'·• 
I I 

1.5.1 Organisation - Key I responsibilities 

The Ministry of Defence at tJe apex level, frames policies on all defence 
related matters in consultation lwith the Finance Division. The Ministry is 
divided into fou~ departments, n~ely Department of Defence, Department of 
Defence Production, Depktnient of Research and Development and 

I ! 
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Department of Ex-Servicemen Welfare. Each department is headed by a 
Secretary. The Defence Secretary functions as the Head of the Department of 
Defence and is also responsible for coordinating the activities of other 
departments. 

The Indian Air Force is headed by the Chief of the Air Staff. Air 
Headquarters (Air HQ) is the apex body and chief management organisation 
of the Indian Air Force. The ultimate and overall administrative, operational, 
financial , technical maintenance and control of IAF rests with Air HQ. 
Operational and maintenance units of !AF normally consist of wings and 
squadrons, signal units, base repair depots and equipment depots. 

The Indian Navy is headed by the Chief of the Naval Staff. Naval 
Headquarters (NHQ) is the apex body and chief management organisation and 
is responsible for command, control and administration of the Indian Navy. 
Operational and maintenance units of Indian Navy consist of warships and 
submarines, dockyards, naval ship repair yards, equipment depots and material 
organisations. 

The Coast Guard was created to protect the country's vast coastline and 
offshore wealth. The Director General, Coast Guard exercises general 
superintendence, direction and control of the Coast Guard. 

Military Engineer Services (MES) is one of the largest Government 
construction agencies. Engineer-in-Chief is the head of the MES. The MES is 
responsible for conclusion of contracts, execution of work services and 
maintenance of existing buildings of the Armed Forces. It works under the 
Engineer-in-Chief Branch of Army Headquarters. 

The Defence Research and Development Organisation undertakes design 
and development of weapon systems and equipment in accordance with the 
expressed needs and the qualitative requirements laid down by the Services. 
Certain laboratories are dedicated exclusively to Air Force and Navy like the 
Gas Turbine and Research Establishment (GTRE), Electronics and Radar 
Development Establishment (LRDE), Centre for Airborne System (CABS), 
Naval Science and Technological Laboratory (NSTL), Naval Physical and 
Oceanographic Laboratory (NPOL) and Naval Materials Research Laboratory 
(NMRL), etc. These organisations al o render scientific advice to the Service 
Headquarters. They work under the Department of Defence Research and 
Development of the Ministry of Defence. 

The Defence Accounts Department is headed by the Controller General of 
Defence Accounts who provides services to the armed forces in terms of 
financial advice and accounting of defence services receipts and expenditure 
as well as defence pensions. 

4 
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Audit has over the yeJs, dornmented on many critical areas of defence 

pertaining to Indian Air F~rce[ Indian Navy, Indian Coast Guard and dedicated 

R&D projects .. The .MJstr)r of Defence, on :i.ts part, has taken sever~ 
~easures in response to I the:se ob$ervations. An . importa~t step taken to 
improve procurement prf ce?ures has been the nitroduct10n of Defence 

. Procurement Procedure a.pd Defence Procurement Manual and their regular 
updation. I 'r . · · 

· I i · 

I 
I . 

The present Audit Report points out significant deficiencies/shortcomings :i.n 
. . . I I . . . 

the procurement processes foijowed- both under Capital and Revenue Heads -

by the Ministry of DefenJe aJ well as by the Services. The Report highlights 

.cases where there have b6en ~eviations from the prescribed procedure. The 

acquisition process lacke~ p~oper planning, effective price negotiation and 

proper monitoring. Due tJ deJay .in initiation and conclusion of the contract, 
facilities for up gradation ~f mi aircraft could not be set up in time despite an 

investment of ~272 crote ~n Transfer of Technology (Paragraph 2~2). 
Improper decision for de~do~ment of EW suite to eiiliance the operational 

capability of an. aircraft If d tp an investment of ~156 crore being rendered 

largely unfruitful (Parag!;apb'. 2.1). IAF failed to project the long term 

requirement of aero-engf es I resulting in extra avoidable expenditure of 
~227 crore (Paragraph 2.3). Testers procured at a cost of ~5.47 crore could not 

be commissioned due to nbn Jclusion of commissioning Clause in the contract 
I I . 

(Paragraph 3.2). Another case in point was non-inclusion of the variable 

percentage of profit :i.n thel cotltract for acquisition of lLCUs which led toloss 

of leverage bf ~40.96 crore o~er Mis GRSE. Besides, provision of ~9 crore 

towards ·Project Manag~ment Cost :i.n the contract was unjustified 
(Paragraph 2.4). I I 

I 

The Report also highlight~ cLes involving substantial expenditure in which 

either the procurement faUed io achieve its intended objectives due to lack of 

synergy in planning or th~· pr?curement. had been delayed. · Au_dit found that 

infrastructure worth ~2.231 crdre for housing the radars could not be utilized 
due to change in the inductidn plan (Paragraph 3.4). It was detected that, 

failure on the part of Nav~ to 1synchronize the procurement of spares with the 

refit of a . subm~e . cou~led I with delay on the decision to pr_ocure s~ares 
affected the quality and completeness of the refit of a submarme. Besides, 

I I . . 

I s 
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procurement of 89 spares at a later date led to an avoidable expenditure of 

~18 crore (Paragraph 4.1). Failure on the part of Indian Coast Guard to 

dovetail the procurement of Inverters and INS GPS with surveillance radars 

resulted in an extra expenditure of ~2. 87 crore (Paragraph 5.2) 

Instances of violation of contractual terms and disregard for instructions have 

also been reported. Failure of the Ministry to adhere to the contractual 

provision for availing of concessional duties resulted in avoidable payment of 

~69.40 crore on account of Income Tax (Paragraph 3.7). The procurement of 

coffee was made in deviation of the prescribed procedure which denied a level 

playing field to the prospective vendors, resulting in an avoidable expenditure 

of ~53 lakh (Paragraph 4.4). Similarly, an extra expenditure of ~73 lakh was 

incurred on transportation of Arming devices due to Navy's injudicious 

decision of accepting the change in delivery point from CIP Mumbai airport 

basis to FOB ex-Italian port basis (Paragraph 4.3). In contravention of 

contractual conditions, Navy failed to revise the delivery dates in a contract 

and instead advised the PCDA (Navy) to refund the Liquidated Damages of 

~37.98 crore (Paragraph 4.5). 

Several cases have been highl ighted where greater vigil and promptness in 

decision making on the part of the department was required. Procurement of 

additional test equipment worth ~11 crore was avoidable as the test equipment 

for setting up the base repair level facility had already been procured 

(Paragraph 3.1). During detailed audit of Directorate of Mechanical Transport 

(DMT) Air HQ and units thereunder from April 2012 to September 2012, 

Audit observed that 408 Aircraft Support Vehicles (ASVs) costing 

~132.09 crore planned (2007) in the backdrop of Ops Parakaram could not be 

procured. Besides, 37 weapon loader trolleys valuing ~6.63 crore procured for 

SU-30 units were found unsuitable, thereby depriving these units of a vital 

ASV (Paragraph 3.3). Acceptance of a non-functional Air Conditioning Plant, 

procured by Navy at a cost of ~1.94 crore, without Factory Acceptance Trials 

led to its continued disuse since its installation in August 2009. The Plant 

continued to face a large number of defects and was yet to be commissioned, 

adversely affecting the habitability onboard (Paragraph 4.2). Delayed 

conclusion of contract for dredging of naval channels coupled with the fact 
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I 

that the Maintenance Dreagi~g was conducted during the peak monsoon of 

2010 led to an unfruitful bxpbnditure of ~33.91 crore (Paragraph 4.6). Weak 

controls and falsification I of ~fficial records at Indian Naval Diving Team 

(Delhi), equipped for und
1

ertapng practice diving by naval divers, led to an 

i~correct ~ay~ent of ~1~.24 
1

ilakh on account of Dip Money ~o 196 na~al 
divers which 1s now bemg reqovered (Paragraph 4.9). Incorrect mterpretatlon 

of the Government ordersl by ithe Navy, relating to regulation of payment of 

Island Special Duty AlloWan~e by the Navy led to an excess payment of 
I I 

~3.29 crore (Paragraph 4.]1). Lack of co-ordination between two Directorates 

at the Indian Coast Guard IHe~dquarters led to undertaking of a Short Refit of 

an ageing ship ICGS Vikr~m eventhough it was marked for decommissioning. 

This in tum led to an avoi~able expenditure of ~5.66 crore on the Short Refit 
, I 

(Paragraph 5.1). Indian cdast Guard authorities also did not carefully exercise 

the option clause for an kd~ance Offshore Patroi Vessel which led to an 

avoidable extra expenditur~ of:~l.75 crore (Paragraph 5.3). 
I 

, I 

The Report also highlighti th~, need to strengthen work services. Instances of 

works being sanctioned, ig~oclng the laid down norms have been brought out. 
'I I 

Auditscrutinized records p1erta~ning to ten runway resurfacing projects valuing 

~693.39 crore and observed delays in sanctioning and execution of works for 
' I 

runway resurfacing and bldst pbns involving time and cost overrun. Runway at 

three Air Force ~tations[ w~re not fit . for operatio~ of fighter. air~raft 
(Paragraph 3.5). Air HQ ~ccofded a sanct10n for re-routmg of electrical Imes 

without obtaining consent! frdm the Revenue Authorities which led to the 
I I 

blocking of funds amounting Ito ~6.14 crore (Paragraph 3.6). A Shopping 

Complex at Naval Statioh, :karanja was created at an estimated cost of 

~2.87 crore in contrav~ntibn of the provisions of the Scales of 
! 

Accommodation for Defence Services (SADS) 1983 (Paragraph 4.7). 

Improper_ selection of a cdntr~ctor and faulty design of a hangar resulted in 

unfruitful expenditure of I ~6j72 crore besides impacting the operational 

preparedness of the airprafts due to non-availability of the hangar 

(Paragraph 4.8). A recov~ry [of ~2.09 crore due to irregular payment of 

allowances made to -IAF Jersbnnel and liquidated damages from firms was 

effected at our instance (P4agr~phs 3.10 and 4.10). 
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I i.7 Financial aspects relating to Air Force and Navy 

India' s Defence Budget is broadly categorised under Revenue and Capital 

expenditure . While Revenue expenditure includes Pay and Allowances, 

Stores, Tran portation and Work Services, e tc. Capital expenditure covers 

expenditure on acquisition of new weapons and ammunition and replacement 

of obsolete tore . 

T he Defence expenditure increased by 10.82 per cent from ~ l ,58,723 crore in 

2010-1 1 to ~ 1 ,75,898 crore in 20 11 - 12. The share of the Indian Air Force and 

the Indian Navy in the total expenditure on Defence Services in 20 11 - 12 was 

~46, 134 crore and ~3 1 ,270 crore respecti vely, which together con tituted 

approx imately 44 per cent. 

1.7.1 Defence Expenditure 

The Defence expenditure, as depicted above, doe not include the ex penditure 

on the pension paid to retired defence personnel and expenditure incurred on 

Defence Accounts Organisation, Defence Estate Organisati on, Secretariat of 

the M ini try of Defence, Defence Canteens and the Coast Guard Organi ation. 

As a percentage of GDP, the defence expenditure has shown a downward 

trend during th is period from 2. 12 per cent to 1.83 per cent as hown in the 

graph below. 

India's Defence Expenditure 
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I 
Historically, Revenue exnenditure accounts for the bulk of the defence budget. 
Out of the total Defence! exJenditure, the share of Revenue expenditure has 
gone down from 64.94 per ceht in 2009-10 to 61.40 per cent in 2011-12, while 
the share of capital e~pentliture has gone up from 35.06 per cent to 
38.60 per cent during the 1same period as shown in the following Table. 

D1enle Expenditure 

I 

CGE - Central Government Expenditure I 

1.7.2 Air Force and Nary Expenditure 

The total expenditure incurrld by the Indian Air Force and Navy during 
2009-2012 ranged betw~en 38.55 and 44 per cent of the total defence 
expenditure. In the year 2011-12, while the expenditure of the Indian Air 
Force increased by 18.96 perl cent from ~38,782 crore to ~46,134 crore, the 
expenditure of the Indian I Navy increased by 14.60 per cent from 
~27 ,285 crore to ~3 l ,27b ctore, as compared to the previous year. The 
distribution of Defence expen~iture is depicted in the following Table. 

- I 
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1.7.3 Ai~ Force Expenditure 
i ~ 

A broad Jummary of the expenditure of the Indian Air Force is given 'in the 
Table bel©w. 

I 
i 

Air Force Expenditure 

1.7.3.1 ckpital Expenditure 
I 

The Capi~al expenditure on the Indian Air Force rose by nearly 55.31 per cent 
during 2009-10 to 2011-12. In absolute terms, Capital expenditure increased 
from ~18[551 crore in 2009-10 to ~28,812 crore in 2011-12. 

I 
The Capital expenditure of the Indian Air Force was mainly incurred on 
acquisiti~n of new aircraft and modemisation/upgradation of the existing 
aircraft. trhe average annual distribution of expenditure over the different 
categorie~ for the last three years (2009-10 - 2011-12) for the Indian Air Force 
is depict~d below in the table as well as in the graph given below. 

I 

I 

I 
Capital Expenditure 
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Average Annual DI strlbutlon of C apltal Expenditure 

26'!> 

• Aircraft and Aero-engine • Other Equipment CConstruction Works D Olhe 

1.7.3.2 Revenue Expenditure 

During 2009-10 to 2011-12, Revenue expenditure of the Indian Air Force 

increa ed by 17.77 per cent from ~ l4,708 crore in 2009- 1 0to~17,322 crore in 

201 1- 12. The Revenue expenditure of the Indian Air Force was mainly 

incurred on stores and special project, transport, works and pay and 

allowances. The average annual distribution of expenditure over different 

categories for the last three years is depicted below. 

Revenue Expenditure 

(~in crore) 

Year Pay and Stores Works Transport Others Total 
allowances and 

special 
project 

2009-10 6,971 5,640 1,560 358 179 14,708 

(47%) (38%) (1 1 %) (3%) (1%) 

2010-11 6,856 5,775 1,692 620 236 15,179 

(45%) (38%) (ll%) (4%) (2%) 

2011-12 7,532 6,931 1,800 763 296 17,322 

(44%) (40%) (10%) (4%) (2%) 
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The flow of Capital and Revenue expenditure during the year 20 11 - 12 
indicated below. 
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Scrutiny of expenditure revealed that there was a substantial increa e in the 
Capital expenditure of the Indian Air Force in the month of December 20 11. 
The Indian Air Force incurred about 18.21 per cent of the Capital expenditure 
in the month of December 2011 and 16.2 1 per cent in the March 2012 alone 
and 36.06 of the Capital expenditure in the last quarter of the financial year. 
This hows poor expenditure management by the Air Force which is in 
deviation from the guidance of the Ministry of Finance which state that 
expenditure during the month of March hould be limited to 15 per cent of 
budget e timates, and the last quarter pending hould not be more than one 
third of the budget. The flow of Revenue expenditure al o fluctuated 
considerably over the months. 

1.7.4 Indian Navy Expenditure 

A broad summary of the expenditure of the Indian Navy is given in the Table 
below. 

Navy Expenditure 
(~ in crore) 

Year Total Percentage Asa Revenue Capital 
change over percentage of 

previous total Defence 
year Expenditure 

2009-10 22,935 (+)3 1.76 15.73 9,587 13,348 

20 10- 11 27,285 (+)18.96 17. 19 10,145 17, 140 

2011 -12 3 1,270 (+) 14.60 17.78 12,059 19,211 
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1.7.4.1 Capita l Expenditure 

The Capital expenditure of the Indian Navy increa ed by 12.08 per cent 
primarily on account of acqui ition/construction/upgradation. The average 
annual distribution of expend iture over different categorie for the la t three 
years is depicted be low in the Table a well a in the graph. 

Capital Expenditure 
(~in crore) 

Naval Naval Aircraft Const- Other Others Total 
Fleet Dockyard and ruction Equip-

Aero- Works men ts 
ensdne 

2009-10 7,460 720 3,603 308 868 389 13,348 

2010- 11 10,620 720 3,187 637 1,578 398 

2011 -12 10,320 648 4,336 515 2,583 809 

Average Annual Dlstrtbudon of Capita! Expendnure 

• Naval FIHt 

c Constructton works 

• Naval Dockyard 

• Other equipment 

1.7.4.2 Revenue Expenditure 

CAlrcraft & Aero...ngln• 

a Others 

17,140 

19,2 11 

During 2009- 10 to 20 11 - 12, the Revenue expenditure of the Indian Navy 

increased by 25.78 per cent from ~9,587 crore in 2009- 10 to ~1 2,059 crore in 

20 I 1- 12. The Revenue expenditure o f the Indian Navy wa main ly incurred on 
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stores and special project, tran port, works, repair and refit of aircraft 

carriers/frigates/other war hips and pay and allowances. The average annual 

di tribution of expenditure over different categorie for the la t three year is 

depicted below. 

Revenue Expenditure 
(~in crore) 

Year Pay and Stores Works Trans- Repair/ Others Total 
allow- port Refit 
ances 

2009-10 3,971 2,957 645 233 572 1,209 9,587 

(41 %) (3 1%) (7%) (2%) (6%) ( 13%) 

2010-11 3,731 3,437 701 288 606 1,382 10,145 

(37%) (34%) (7%) (2%) (6%) (14%) 

2011-12 4,508 4,173 763 353 768 1,494 12,059 

(37%) (35%) (6%) (3%) (6%) (12%) 

The flow of capital and revenue expenditure during the year 2011-12 
indicated below. 

capital Expenditure Revenue Expenditure .. 16 
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Scrutiny of expenditure revealed that a sub tantial portion of capital 

expenditure was incurred by the Indian Navy in the month of December 201 1. 

Navy incurred about 22.93 per cent of the capital expenditure in the month of 

December 20 I J alone and 24.73 per cent of the capital expenditure in the la t 

quarter of the financial year. 

14 



Year 

2009- 10 

2010- 11 

20 11 -12 

Report No.4of2014 (A ir Force and Navy) 

1.8 Coast Guard organisation 

The budgetary allotments and expenditure incu rTed during 2009- 10 to 20 1 1- 12 

are tabulated below. 

Coast Guard Expenditure 

(<in crore) 
Budget Estimates Final Expenditure Percent-

Capital Revenue Total Grant/ Capital Revenue Total age of BE 
Appro- which 
priation 

could not 
be 

utili ed 

1,300.42 604.37 1,904.79 1,525.72 908.05 621. 10 J ,529. 15 19.72 

1, l00.00 882.45 J ,982.45 2,0 16.06 1200.78 8 13.57 2,0 14.36 (-) 01.61 

1,600.00 890.94 2,490.94 2,532.88 J ,575.38 925.84 2,501.22 (+) 0.4 1 

.. :: 
~ 
I:'. 
x. 
£ s 
~ 
x. 
.:l 

The flow of Capita l and Revenue expenditure during the year 20 1 1- 12 1s 
indicated below. 

Capital Expenditure Revenue Expenditure 
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Scrutiny of expenditure revealed that a substantial portion of Capital 
expenditure was incurred by the Coa t Guard in the month of March 20 12. 
The Coast Guard incurred about 2 1.67 per cent of the Capital expenditure in 
the month of March 20 12 alone and 28. 17 per cent of the capital in the la t 
quarter of the financial year. This re flected poor expenditure management by 
the Coast Guard. Revenue expenditure also fluctuated considerably over the 
months. 
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The details of receipts and recoveries pertaining to the Indian Air Force and 
the Indi'an Navy and the Coast Guard during the three years ending 2011-12 
for the · services that they provided to other organisations/departments are 
given in the Table below. 

Revem.:ae Receipt 
~ i:n crore) 

The summarised position of appropriation and expenditure during 2009-10 to 
2011-12 in respect of the Air Force and the Navy is reflected in the Table 
below. 

Appropriation. and Expenditure 
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I 
I 

An analysis of the Appropriation Accounts, Defence Services for each of the 
1 

three years has been included in" the Report of the Comptroller and Auditor 
I ·''~·~ 

General of India for the relevant years, Union Government - Accounts of the 

Union Government. 
I 

I 

11 

I 

1.11.1 Response of the Ministry to DJraft Audit Paragraphs 
I 

i 
On the recommendations bf the Public Accounts Committee (PAC), the 

I . 

Ministry of Finance (Department of Expenditure) issued directions to all the 
Ministries in June 1960 to ~end their response to the Draft Audit Paragraphs 
proposed for inclusion in tHe Report of the Comptroller and Auditor General 
of India within six weeks. ] 

I 
The Draft Paragraphs proposed for inclusion in this Report were forwarded to 

. I 

the Secretary, Ministry of Defc:nce between January 2013 and August 2013 
through demi-official lettets Qr-awing attention to the audit findings and 
requesting a response withid

1 
six.weeks. . 

Despite the instructions of tJe Ministry of Finance issued at the instance of the 
I 

PAC, the Ministry did ndt frtrnish replies to 18 Paragraphs out of 291 

Paragraphs included in this 1Report. Thus, the response of the Ministry could 
not be included in respect oflthese Paragraphs. 

The introductory remarks included in Chapter I of this Report were not forwarded to the 
I 

Ministry for their comments. ' 
i 
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1.11.2 Action Taken Notes on Audit Paragraphs of emr'lier Reports 

With a view to enforce accountability of the executive in respect of all issues 
dealt with in various Audit Reports, the Public Accounts Committee desired 
that Actjon Taken Notes (ATNs) on all Paragraphs pertaining to the Audit 
Reports for the year ended 31March1996 onwards be submitted to them, duly 
vetted by. audit, within four months : from the laying of the Report in 
Parliament. 

Review of outstanding ATN s on Audit Paragraph relating to the Air Force, 
Navy an:d Coast Guard as on 31December2013 showed that the Ministry had 
submitted the initial ATNs in respect of all Paragraphs included in the Audit 
Reports up to and for the year ended March 2011. 

1.11.3 Outcome 

Findings of earlier Reports have resulted in various procedural changes in 
Defence Procurement Procedure as weU as systemic changes in operations of 
the audited entities. ][n addition, each year's audit also results in savings and 
recoveri~s. During 2009-10 ;to 2011-12, recoveries to the extent of 
~62.43 crore,~2.09 core in respect of current Audit Report) and savings to the 
extent of ~2{64 crore were effected at the instance of Audit. 

18 
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IDIDie to IlmJP'll"IDper i!leds~«Dl!ll I an.all defiayed devefopmellll.t of 'Talks:llnalk' 
system, the., objedfive of elljihandng the operatiirniunll ccapabiiRlitty cf a 
fngl'mter aift.!t"craft cm.llild n~t b~ achleved.o As a resu.dtt, aim experndlii1tll.llre of 
~].55.79 cirrnre Jillll.curred ~n ttlhl.e pll."'1llject was rendered!. illllillll:'lt"llllii.tlfuil. 

I , 

I 

Ministry of Defence (M~stf);'} accorded a sanction (September 2005) for 
development of Electronic jW atfare Suite for Fighter Aircraft cEWSF A) Suite 
for M:iG-27 and TEJAS aircraft at a total cost of ~311.71 crore1 to be funded 

jointly by DRDO (~279.62 bro~e) and IAF (~32.09 crore2
) with a timeframe of 

66 months from the date ofl sanbtion. The sanctioned cost included an amount 
of ~195.69 crore for devel6pm~nt of EW suite for MiG-27 and MOD kit for 
38 MiG-27 production rutcraft. The objective of the programme was to 

I . 
enhance the operational c:apability of fighter aircraft and strengthen EW 
industry. . : 

I 
! ' 

The EW suite for MiG-27 (!.ircraft named 'Takshak' was to be jointly 
developed by Defence Avioµics Research Establishment (DARE)3 and 
Mis. EL'fA, Israel. After 11usef evaluation of the programme by September 
2009, IAF had to sign f contract with Mis. BEL for production and 
procurement of 'Tak:shak:' syst~m and a separate contract was to be concluded 
with HAL for carrying out t~e iptegration work. 

As per the devefopment schbdule of 'Tak:shak', the flight trials after successful 
ATP4 were to commence I in :March 2009 and were to be completed by 
September 2009 which wJs sµbsequently extended to March 2011 due to 
delay in Lab Integration tHals;,· During ATP conducted in December 2010, 
Air HQ found that despite bon~iderable delay, the 'Takshak:' ·system was not 
fully developed. The fligh~ trials (D&D) were started after a delay of 21 

, - I r 

~311.71 crore - :::: s195.69 crdre (WG-27) and ~116.02 crore for Tejas 
2 IAF commitmenfpf .~ 32.09Jcror6was only for RWJ system for MiG-27 aircraft 

DARE = a unit of Defence Reseal-ch and Development Organisation (DRDO) 
4 · ATJP =Acceptance Test Prodedurb i.e Lab integration testing before flight trials 

I I 

I 
I 
I 
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months (January 2011) wherein J\ir HQ observed (January 2011) that the 
system still could not meet a large number of technical specifications. IAF 
also acbiowledged (January 2011) that induction of the 'Takshak' system in 
M:i.G-27 fleet would take at least another three years and complete fleet 
modification would be over only by 2016 whereas the MiG-27 aircraft fleet 
was planned to be phased out of service from 2014 onwards. Therefore, Air 
HQ decided (January 2011) to foreclose the project since it was not possible to 
operatio~ally exploit this system on the aircraft. An expenditure of 
~155.79 '. crore had already been incurred on the project till then 
(January 2013). 

We observed (June 2013) that even before the sanction (September 2005) for 
development of 'Takshak' system, IAF was aware (Jurie 2005) that it would 
be difficult to sustain the M:i.G-27 aircraft fleet beyond 2012-16 in view of the 
limited life of the aircraft. A mention was made in Paragraph 2.6 of the 
Report of the C&AG (No. CA 5 of 2008) on the limited life of the MiG-27 
aircraft. Ministry had in the:i.r Action Taken Note (ATN) dated 09 June 2011, 
stated that EW Suite 'Takshak' would be available from mid-2012 onwards. 
Ministry1s reply is, however, factually inconsistent given the decision by 
A:i.r HQrs (January 2011) to foreclose the project. 

IAF in its reply (October 2013) stated that 'Takshak' · could not be fully 
exploited on ·MiG-27 aircraft due to delay in development of the system 
coupled with premature failure of airframe and aero-engine of the aircraft. 
Therefore, IAF had to foreclose (January2011) the project. 

The reply, however, does not address the fact that the decision to develop the 
system was injudicious since it was known that MiG-27 aircraft had a residual 
life till 2016. . 

Thus, due to injudicious decision and delay in development of 'Takshak' 
' . 

system, the objective of enhancing the operational capability of a fighter 
aircraft could not be achieved. Besides, a~ expenditure. of ~155.79 crore 
incurred on the project was rendered unfruitful. 

The draft paragraph was issued to the Ministry in June 2013; their reply was 
awaited (December 2013). 
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JFadlilities for e:xten.mllll1g t~e T([])tali Tec.lhtmcaR Liife a!llld. ovelI"hauli «JJ:ff 

anirclI"afft 6 A' aliong WJitl!n lits lI"e=te((]llllll'ipme:rmt IC@1llllid !!11({)t lbie sett llllp iim 
tnme, despftte allll nl!ll.~estpe!lllt of. 'f272 cJrolie foir Trarms:lfell" illlf 
1I'ecl!nn@ll@gy" As a 1resrut ()1 ali.Jrcralt't were gr«Minded as of March. 
2@130 I , 

I 
Indian Arr Force (IAF) inducted (1984-1991) Aircraft 'A' for transporting of 
troops and cargo, para trdopi~g, supply dropping and casualty evacuation. 
The Total Technical Lifel (T'fL) of the aircraft was 20,000 flying hours/ 
25 years and 15000 landings. As on September 2006, there were 105 Aircraft 
'A' hekJ in the inventory bf IAF. As these aircraft had residual service.life, 
IAF initiated (2006) a casb fo~ extension of TTL of aircraft from 25 to 40 
years. In order to expedAe ~e procurement process, Ministry of Defence 
(Ministry) adopted the revJnu~ procedure prescribed in Defence Procurement 
Manual (DJPM) -2006 whidh s~ipulates a period of six months from initiation 
of the proposal till conduJion; of the contract. Ministry conduded a contract 
(June 2009) at a total cost bf ¥DSD 397.70 ~1964.64 crore5

) with a foreign 
firm6 for extension of life jof ~e entire fleet of_ 105 Aircraft 'A' fro~ 25 to 
40 ye;;rrs. Under the contract, TTLE7

, re-eqmpment8 and overhauling of 
40 aircraft was to be Jarried out abroad between August 2009 and 
October 2013 and for the lbal~ce 65 aircraft, the same was to be similarly 
carried out between August :fOl l and July 2015 at Base Repair Depot 'X' 
(BRD) under the Transfer clf Technology (ToT) arrangement with the Original 

I I 
Equipment Manufacturer (©EM) as part of the contract which included a cost 

I 
of ~272 crore for ToT. : 

I 
Our examination of docum~nts 1in audit (December 2011 and September 2012) 
relating to the contract (Junb 2009) revealed the foUow:i.ng: 

I 

I 

Air HQ had initially prdpos;ed (March 2006) re-equipment, TTLE and 
overhaul of 60 out of 105 Afrcraft and only life extension and overhaul of the 

I I 

5 

6 

7 

I 
I 

I 
1USD=~49.50 I 
Foreign firm= Mis. SPETSTECHNOEXPORT, Ukraine (OEM) 
Total Technical Life Extensibn ' 
Installation/replacement of c~rtai~ flight and avionics equipment for operating the 
aircraft I · 

21 



Report No.4of 2014 (Air Force and Navy) 

remaining 45 aircraft Under this proposal, five out of 60 aircraft were to be 
sent to the vendor's premises as per the provision in the earlier contracts 
concluded for other aircraft. The implementation of TILE/OH and 

. re-equipment on balance 55 aircraft was to be done in India after obtaining 
technology for life extension. For the remaining 45 aircraft, only TILE/OH 
was to be done in India at BRD 'X'. The proposal was accorded Acceptance 
of Necessity (AoN) in September 2006. 

As the life of 75 (71 per cent) out of 105 aircraft was due to expire .·petween 
2009-2012, Air HQ changed its plan and decided (December 2006) to 
re-equip :the entire fleet of 105 aircraft along with life-extension and overhaul 
in order to reduce accumulation of the life expired aircraft. Under the revised 
proposal, IAF proposed to send 40 aircraft abroad instead of the· earlier 
proposal (March 2006) to send only five aircraft and extend the life of balance 
65 aircraft in India after obtaining ToT from the OEM. Accordingly, the 
contract concluded in June 2009 provided for the first batch of five out of 
40 aircraft to be positioned at the vendor's premises by November 2009, 
under the Design and Development (D&D) phase, which was scheduled to be 
completed by August 2010. However, the first batch of 5 aircraft was 
positioned at vendor's premises in March. 2010 and D&D along with 
TILE/OH and re-equipment was actually completed in May 2011. Based on 
the experience of D&D phase on the five aircraft, TILE/OH and 
re-equipinent of 20 out of the remaining 35 aircraft at the vendor's premises 
had been completed (December 2013). 

For implementation of TILE/OH and re-equipment of the remammg 
65 aircraft, the activities relating to setting up of the facility at BRD 'X' were 
to be completed by June 2011. However, the facility at BRD 'X' for the 
purpose had not been completed (October 2013). 

We observed (February 2013) that even though IAF knew that the existing 
TTL (i.e~ 25 years) of aircraft would expire from February 2009 onwards and 
the process of D&D and TTL extension would take almost four to five years 
based on the past experience, the initiation of the proposal was ab-initio 
delayed by the IAF. As such, the constraints of time forced the Ministry to 
employ the revenue procedure to expedite the process on the grounds of 
urgency.' However, the benefit of this measure was lost as 30 months were 
taken to conclude the contract against the prescribed period of 6 months as 
per the DPM-2006. This delay coupled with a delay of nine months in 
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The draft paragraph was issued to the Ministry in February 2013. Ministry 
stated (October 2013) tha~ th~ decision to upgrade 40 aircraft abroad has 
resulted in availability of 25 u~grade aircraftin the fleet (October 2013). The 
Ministry further added that T0T could not have been set before the D&D 
phase completion (August !201b) as during D&D majority of the equipment . I I 

frozen earlier during the contrdct stage was replaced with better and modem 
Wes tern origin equipmerit As a· result, 'fTLE project scheduled for 
completion in June 20 u J1so I got delayed which was yet to be completed 
(October 2013). Ministry ~so~stated that the project had got delayed due to 
non supply of certain spare~ for;inh!gration of re-equipment on Aircraft 'A'. 

However, Ministry in its re~ly ~ailed to justify the delay.in conclusion of the 
,. I I 
contract despite adopting ~e revenue procedure based on the grounds of 
urgency. j 

i . 
Thus, the benefit from an investment of ~272 crore on creation of ToT 
facilities could not be mad6 av~ilable on time thereby resulting in grounding 
of 61 aircraft (i.e. more tharl 50 per cent) as of March 2013. 

I I 

Failunre of the IAJF td p~ojed a foirag tel.l"m req1U1firemeIDltt of 
aer<M!ngin.es o:f a trahspbirt fleet resmted in. al!Il avoildlalMe 
expenditure of ~227 cror¢. ~ 

I 
Aircraft 'A' is a medium ta~tica'l transport aircraft which is used primarily by 

I I 

the Indian Air Force (IAF) for transportation of the troops and cargo, 
para-trooping and casualty evacuation. Each aircraft is fitted with two 
aero-engines. The aircraft was inducted into IAF between 1984-91. Total 

. I 

technical life (TTL) of the a:i.rcr~ft was 20,000 flying hours/25 years whereas 
TTL of aero-engine was 60di° hdurs. 

I . 
The Ministry of Defence (Ministry) concluded (December 2009) a contract 
with Mis Motor Sich (MSE)l ~aine i.e. Original Equipment Manufacturer of 
aero-engines (OEM) for prbcu~ement of mo aero-engines at a total cost of 
MUSD 109 ~543 crore) forlsusfaining the fleet upto 25 years (i.e. upto 2011). 

I 

• 
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Examination of documents in audit (June 2012) relating to. procurement of 
100 aero~engines revealed the foUowing: 

As of September 2005, there were 292 aero-engines h~ld in the inventory of 
IAF. IM carried out a census of aero-engines (Septeµiber 2005) which were 
completjhg their life of 6000 hours upto August 2008 and worked out a net 
requirement of 17 aero-engines for procurement. Ministry, accordingly, 
conclud~d (June 2007) a contract with OEM for procurement of 
17 aero-engines at a total cost of MUSD 12.27 ~53.85 crore9

) .. The contract 
provided for an option clause to procure 13 additional aero-engines by 
June 2008 at the same rate. 

Immediately after conclusion of the contract (June 2007), a Special Review of 
entire assets of aero-engine was carried out by the IAF (August 2007) and a 
requirement of 130 aero-engines upto 2011 was worked out. After deducting 
17 aero-engines (dues-in), for which contract was concluded in June 2007, net 
requirement had emerged as 113 aero-engines. Out of this requirement of 113 
aero-engines, 13 aero-engines were procured under the option clause of the 
contract.of June 2007. Contract for procurement of remaining 100 aero-engine 
was coneluded in December 2009 with the OEM. 

We obs.erved (June 2012) that as procurement of aero-engines was an 
inescapable requirement, IAF should have placed the order for the entire long 
term requirement for sustaining the fleet upto 25 years (i.e. upto 2011), 
instead of placing the order for only 17 aero-engines in June 2007 with an 
option tb procure 13 additional aero-engines by June 2008. 

In response to an audit query (June 2012) about not entering into a contract for 
meeting• the long term requir~ment, Air Headquarters (Air HQ) stated 
(Septem,ber 2012) that IAF could not enter into a long term agreement in 
June 2007 for procurement of 130 aero-engines as the case for TTL 10 

extension (from the existing 6000 hours to 9000 hours) of aero-engines was 
under d~liberation with the OEM. · 

We do not agree with the view of All HQ as the OEM had already intimated 
(July 20p4) IAF that the TTL of aero-engines was 6000 engine hours only 
and the :same could not be extended beyond 6000 hours. Further, within a 

9 1 USD= ~43.90 
10 TTL .:... Total Technical Life 
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period of two months (~ugust 2007) since condusion of the contract 
(June 2007) for 17 aero-ehgiries, IAF nad worked out a net requirement of 
130 aero-engines. Therefdre, tAF should have reviewed the position for TTL 
extension of aero-engines fu 2005 itself for meeting the long term requirement 

I 
of 130 aero-engines upto 2011.' 

I : 

We further noticed (Febrhzj 2013) that IAF had paid @ USD 719,500 
~3.16 crore) per engine a~ain~t the contract of June 2007, whereas, IAF had 
to pay @ USD 10,90,000j~5f43 crore) per engine.against the contract of 
December 2009. Thus, IAF had to incur a total of ~227 crore extra on 
procurement of 100 aero-e1gin¢s. 

I , 

The draft paragraph inco~orafing our observation on additional expenditure 
was issued to the Ministry ~n F~bruary 2013. 

In their reply (October 201]3), the Ministry stated that due to repeated change 
I I · 

of stand (February-September 2006) taken by the OEM on extension of TTL 
of aero-engine, final decisibn dn extension of TTL was kept pending/delayed 
·n .. t.. • I tl mat tJ.me. I 

I 

I 
I 

The reply of the Ministry ]is ~ot acceptable as keeping in view the OEM's 
confirmation of July 2004 regatding non.,extension of the TTL of aero-engine 

I I 

beyond 6000 hours and also that the procurement of aero-engines was an 
inescapable requirement, tlie IAF should have reviewed the requirement of 
aero-engines in 2005 for su~taii!.mg the fleet upto 25 years (i.e. upto 2011) and 
concluded the contract in 2001! for the entire requirement (130 aero-engines). 
'fh:i.s is particularly rel~vatlt as by the Ministry's own admission 
(October 2013), the contrac~ oflJune 2007 itself was concluded after ruHng out 
the possibility of extensio~ of 1'fTL of aero-engines from 6000 hour to 9000 
hours. ! 

I 

The fact, thus, remains thaJ if the review of entire assets of aero-engines had 
been carried out in 2005 :i.nkteaa of August 2007, the requirement would have 

I 

remained the same i.e. 130 aeroLeng:i.nes. 

I : 
Thus, despite being award (Jliily 2004) of the long term requirement of 
aero-engines for sustaining f he reet up to 25 years, in view of non-extension of 
TTL of aero-engine by th'.e qEM beyond 6000 hours, IAF concluded a 
contract (June 2007) only fbr ptocurement of 17 with an option to procure 13 
additional aero-engines bf JJne 2008. As a result, an avoidable extra 

j 

I 
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expendihlre of ~227 crore was incurred on procurement of 100 aero-engines 
against the contract of December 2009. 

Inclusion of the fixed profit percentage in the contract with 
Mis GRSE led to loss of ~40.96 crore Jin acquisition <l>f 'X' number 
<Of L~Us at a cost· of f2169 crore. Besides, pr(!)visll.on of ~9 crrnre 
towards Project Management Cost in the contract was u.nju.stified. 
m addntion, availability of LCUs would be depleted due to lack 0>f 
syncin.ll."onisation i:n deainduction and :replacement schedule. 

Landing Craft Utility (LCU) Mk-IV are primarily deployed during amphibious 
operations for transportation, deployment and recovery of troops and 
equipment. Further, these crafts are also deployed in peacekeeping role and 
search and rescue missions. Indian Navy (IN) had a force level of 'X' LCUs 
inducted during the period 1980-1987. De-induction of the existing LCUs was 
scheduled between 2011 and 2016. 

fa order to replace the de-inducted ships, necessity for acquisition of 
'X' number of LCUs at an estimated cost of ~1104 crore was accorded by 
Defence Acquisition Council (DAC) in November 2008. In February 2009, 
the Mimstry of Defence (MOD) approved nomination11 of Mis Garden Reach 
Shipbuilders and Engineers Ltd. (GRSE) Kolkata for construction of these 
ships. Accordingly, Mis GRSE was requested (April 2009) to forward delivery 
schedule and commerciall offer for 'X' number of ships and Mis GRSE's 
quotation was received in October 2009. The Contract Negotiation Committee 
(CNC) proceedings commenced in December 2009 which were finalised in 
October 2010 and proposal for construction of 'X' number of LCUs was 
forwarded to the Cabinet Committee on Security (CCS) in July 201 L 
Government sanction for the project was accorded in September 2011. 
Subsequently, contract for acquisition of 'X' number of LCU s Mk-IV from 
Mis GRSE was concluded in September 2011 at a negotiated cost of 
~2169 crore. 

11 Selection of Vendor without going through the competitive process after considering 
cap~city and expertise of such vendor. As per DPP 2008, nomination is allowed for 
Defence Public Sector Shipyards for indigenous Naval Ship Building. 
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I 
I I 

Our examination (October 20~2) of the papers leading to the sanction of the 
project and conclusion of]conh-act revealed that a higher percentage of profit 
was aHowed besides other! :irr~gularities in the contract which are discussed in 
subsequent paragraphs. 

1 

: 

I 

I Highe:r pe:ircen.tl: ~f profit to the shlpyaJrd 

The Department of DefenJe .!Pfoduction (DD.IP) through its order in September 
2007 re~visited the applidabil~ty of profit payable to Defence .!Public Sector 
Undertakings (D.IPSUs) fdr cbnstruction of Naval and Indian Coast Guard 
(ICG) Ships. Hitherto, Jrofit element at 7.5 per cent was payable to the 
D.IPSUs on the basic cos~ ofl a ship. The revised policy provided for the 
variable percentage of profit p~tween 7 .5 per cent and 12.5 per cent of the 
basic cost of the ship, subj1ect to ~ch:i.evement of the laid down benchmarks by 
the Yards and certificatioh of the same by internal audit I overseeing naval 
authorities and the AdvisJr (Eost) in the DD.IP. The policy further stipulated 

I . ' 
that though a base rate of ~ 0 p~r cent profit on basic cost of ship was allowed, 
the same could vary betwfenj7.5 to 12.5 per cent of the_ basic cost of ship. 
However, profit payable at the rate above 7 .5 per cent of basic cost of ship 
was subject to achievemen~ of!identified benchmarks. Thu~, the policy clearly 
aimed.at allowing profit p~rce~tage higher than 7.5 per cent of the basic cost 
of the ship only on achievihg tjetter performance. 

I , 

I 
Our scrutiny (October 20f2) ~howed that in the instant case of acquisition, 
ab initio 10 per cent profit on! basic cost of ship amounting to ~163.86 crore 
(@ 10 per cent of basic ]cos~ of ~1638.62 crore) was provided for in the 
contract, without linking the 'profit percentage with the performance of the 
Shipyard. Inclusion of peftodnance related profit in the contract would have 
given the Ministry a iJver~ge of altering the profit element between 

I I 
~122.90 crore (@ 7.5 pe~ cer,,t of the basic cost) and ~163.86 crore (@ 10 
per cent of the basic cost) b*sed on the performance of the shipyard. By 
allowing a flat 10 per cent prbfit element on the basic cost of ship, Ministry 
was denied a leverage of r¢duc~g the profit to an extent of ~40.96 crore. 

I 

I 
Our scrutiny (October 2®12), further revealed that within six months of 
commencement of the projb

1 

ct, !Mis GRSE requested for extending the delivery 
. I 

schedule of the first two vessels by three months. However, the profit element 
of 10 per cent~f41W b~~ic ~ostiwas assured to the Shipyard. 

I 
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IHQ MoD (Navy) stated (December 2012) that the variable profit mentioned 
in the ibid policy is applicable to cost plus contracts and may be applied to 
contracts on nomination basis. It further stated that though Mis GRSE was 
nominated for the present contract, the base rate of 10 per ·cent profit on the 
basic cost was considered as it was a fixed price contract. 

The contention of IHQ MoD (Navy) is incorrect as the policy merely states 
that the variable. profit element is applicable to contracts awarded on 
nomination basis and does not differentiate between the cost plus contracts 
and fixed price contracts. Profit percentage in excess of 7 .5 per cent on the 
basic cost of ship is linked to achievement of benchmarks. This, however, was 
not ensured. 

Il p,roject Monitoring Cost in the contract 

The Contract Negotiation Committee (CNC) constituted to negotiate the terms 
and conditions of the contract including price, recommended inclusion of 
'Project Monitoring Cost' at 0.5 per cent of the basic cost of 'X' number of 
LCUs at ~9 crore. Project Monitoring was considered essential for ensuring 
timely delivery of ships to the Navy, by means of monitoring of the project at 
IN in real time. This required upgradation of the Project Monitoring software 
including Internet based Video Conferencing facility. Accordingly, the 
contract with Mis GRSE provided for Project Monitoring as requisitioned by 
the buyer (IN) limited to ~9 crore, within six months of the date of contract. 
Howeve~, the contract did not specify the nature and contents of the Project 
Monitoring facilities. 

Our scrutiny (December 2012) showed that the project monitoring consisted of 
server, secure video conferencing facility and leased line etc. for connectivity 
between the IHQ MoD (Navy), Mis GRSE, and the Warship Overseeing Team 
(WOT) at GRSE. These facilities, thus, were being created at the IHQ MoD 
(Navy) at New Delhi and the WOT (Kolkata), manned by the Navy personnel. 
However, instead of creation of these facilities directly by the Navy through 
its own budget, the Navy opted for creation of the facilities through Mis GRSE 
as part of the LCU acquisition contract. Setting up of such facilities at the 
Na val establishments by the shipyard was inappropriate. the actual items to 
be procured in the contract were also not specified. 
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I , 
!HQ MoD (Navy) stated (January 2013) that the Project Monitoring facilities 

I I 
were to be set-up at lliQ Mo][i) (Navy), Mis GRSE and at WOT (Kollkata) and 
also stated that cost bre~-upl of the system could be provided only after the 
items are procured. I 

I I • 

The reply does not addr~ss ~e main issue., that the expenditure on Project 
Management to be incun:ed at lliQ MoD (,Navy) and the WOT should be 
through Navy's budget ~d npt through the ,~hlpyard to be paid for from the 

I contract. I 
I I 

!lIJI AmpI!libiimns caplabiillRty WOllllicll be nmpaded. Illlll tlhlie nrmteirvelilliilillg 
period 1. ' 

i 
I : ~._-

IN had a complement of 1'X' :number of LCUs, which were acquired during 
I I d. . 1980 to 1987. The present contract was entere mto to replace the agemg I 

de-inducted LCUs. As pet thb de-induction schedule, 'Y' number of ageing 
LCUs have already beenj def inducted from service and 'Y' number more 
LCUs would be de:--induct1d in, 2013. As compared to this, the first vessel from 
the present contract woul~ be !inducted only in August 2014 (35 months after 
the contract date of September 2011). Thus, the force levels of LCUs would 
be critically low before thb arhvaI of the replacements and the gap would be 
filled only in year 2016 jdue; to fack of synchronisation between the new 
procurement and the de-incluction schedule of LCUs. 

I I 

While agreeing to the gapl bet~een de-commissioning of the existing and the 
new induction of 'X'j npmber LCUs, IBQ MoD . (Navy) . stated 
(December 2012) that the gap ~ould be bridged by augmenting the force level 
in a particular Command lby :deployment of the naval assets based at other 
naval bases and extending the life of the existing platforms. 

1 ' 

The reply only reinforcesj thd: audit o~servation that tiU the year 2016, the 
Navy would have to man~ge ! its requireipent with the available and ageing 
LCUs. I 

I i - -
The draft paragraph was i~sueu to the Ministry (April 2013); their reply was 
awaited (December 2013).1 ' ' 

I 

I 
! 
I 
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Contract Management 

!AF liHlcurredl an avoidable expenditure of ~11 crore on 

Missile System 'M' is a quick reaction surface-to-air missile system, required 
for providing an effective Air Defence. 

Ministry of Defence (Ministry) conduded (September 2008) a contract with 

Mis Rafael, Israel (OEM1
) for procurement of three squadrons of missile 

systems 'M' alongwith associated equipment at a total cost of MUSD 260~05 

~1,161.77 crore2
). The associated equipment includ<;!d special test equipment 

(S'fE), ground support equipment (GSE) and tools costing USD 6,863,000 

~32 crore) procured for Base Repair Depot (BRD) for setting up the base 

repair fac:ilities. Under the contract, the initial training on the system was to 

be provided by the OEM for which the Indian Air Force (IAF) had paid 

MUSD 3.96 ~17.69 crore). Of the three squadrons, two were to be installed in 

Air Command 'A' and one in Air Command 'B'. Although as per the terms of 

the contract, both the system and associated equipment were to be received by 

May 2012, it was observed in Audit that neither the system nor associated 

equipment had been received despite delay of 18 months (November 2013). 

In addition to the above, the contract concluded in September 2008 provided 

for an option clause to procure additional squadron of missile system within 

three years at the same price, terms and conditions. Under the option clause, 
IAF initiated (October 2009) a case for procurement of additional five 

squadrons of missile system 'M' along with associated equipment. The 

2 
Original Equipment Manufacturer 
1 USD = ~44.675 
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Defence Acquisition Coup.cil; however, accorded (April 2010) approvall for 

procurement of one sq~adr?n of missile system along with associated 

equipment. Accordingly~ a supplementary contract was concluded 

(December 2010) with theiOEM at a cost of MUSD 86.87 ~407.86 crore3) for 

procurement of one additicmal: squadron of missile system along with STE and 
! ' 

GSE for base repair level I costing USD 2,288,000 ~11 crore ). The additionall 

squadron of missile systelf u~der option clause was scheduled to be delivered 
by October 2013 for installation at Air Command 'B'. 

Our examination of the documents in Audit relating to the procurement of 
I 

associated equipment un9er Jption clause revealed (December 2012) that the 

Air Headquarters (Air HQ) had projected the requirement of STE and GSE for 
: I 

the base repair level to cater to, the increased work load of additional squadJron. 

We observed (December 2012~ that the procurement of associated equipments 

(GSE/STE for base ~ep$- level) in the supplementary contract 
I ! 

(December 2010} was avoidable as the associated equipment for setting up the 

base repair level facility had filready been provided in the initial contract of 

September 2008. 

I· : 

In reply to our Audit obs~rva¥on, Air HQ stated (January 2013) that the test 

equipment contracted in December 2010 under option clause would be utilized 
I ' 

for providing on the jop maintenance and operational training to IAF 

personnel. I 

We do not however, agree with the Air HQ's reply as the associated test 
, I 

equipment was procured for lnissile repair and testing at BRD and not for 

operational training. I . 

The Ministry, in their reply : stated (May 2013) that with the induction of 

additional squadron of missile 1system, there would be an increase in the work 
. I , 

load of the BRD which wohld warrant additional testing, repair and calibration 

of equipment. The Minis~ ~er added that the equipment procured under 
the initial contract did not dater for any dedicated equipment for training. 

3 1 USD = ~46.95 
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Ministry's reply is; however, not consistent as the Air HQ in its reply to an 

Audit query (Appl2013) whether the procurement of test equipment for base 

repair level was governed by any scale, stated (April 2013) that the 

procure~ent of test equipment for base repair level was not governed by any 

scales iri.IAF. Furth.er, in response to another audit query (December 2012) on 

the annhal repair capacity Of.BRD, the IAlF stated (January 2013) that the 

facH:i.ty at BRD would catei to the base line repair for an the four squadrons. 

Thus, the contract for pr,ocurement of additionaltest equipment for base repair 

level under option clause .resulted in an ayoidable expenditure of ~11 crore. 

JFaliilwre ([J)l!ll the pad !mfr' JIA:!F fo il!lldulHrlle colilllllllmissfoml!llg d~nnse lillll ltlhie 
CO!l1lttJra¢11:s foll" JJ:llll"q))Cilllll°emenntt I{])[ 11:es1teirs WO!l°th ~5.417 Clr'1J)ll"i2 resl!lllltteidl ftllll 
111hleir lll([))lill 11.lltilizatliol!llJ([])ir the Ilastt fouir yeanrso 01mttirad foll" reJPlaill" and 
commissfoJillli.lT!lg.was· yen:([)) be Cl[])lllldllllrlle1rlt 

To ensare complete. exploitation of the equipment for intended purpose, the 

procure~ · equipm~nt fa required to be put into operational readiness 

(commissioned) at theJAF's premises. With the objective of safeguarding thfa 

Tequirein.ent, Artide 14.l(b) of Defence Procurement Procedure (DJPJP) 2006 

(Standa,rd Contract Document) provides for the complete functional check of 

the equipment as per specification in the contract. We observed (January and 

September 2012}, however, that noff inclusion of commissioning dause in the 

contracts concluded for procurement of testers worth ~5.47 crore resulted in 

their non utilization for the· last four years as discussed below: 

Intermediate (I) level testers SIGMA-95 BM-II (BM-II) are used to check the 
I 

serviceability and harmonization of Laser Internal Navigation System (LINS) 

which is the main navigation equipment of SU-30 aircraft. lFl:i.ght Data 

Record~r (JFDR) tester is used to carry out testing of.components like Data 

Acquis~tion Unit (DAU) and· Crash Survival Unit of lFDR whenever their 

serviceiibil:i.ty is suspected. 
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I I ' 
Air Headquarters (Air HjQ) \concluded (15 .March 2007) a contract with 

Mis Hindustan Aeronautics Limited (HAL) for supply·of one BM.:.n at a cost 
I I ' ' 

of ~2.46 crore and one ,FDR at a cost of ~0.53 crore along with certain 
! I 

additional equipment. Ht1' f n tum procured these testers from Original 

Equipment Manufacturer (OEMs) i.e. Mis SAGEM, France and Mis SAAB, 

South Africa respectively. I Thlese testers., which had a warranty of 12 .months 

from the date of delivery[ . w~re received at 25 Equipment Depots (ED) in 

February-March 2009. Thf se fvere issued to 11 Wing, AF in September 2009 

and brought on charge of 1i1 Wiing AF in February 2010. 
• I I 

I I 
i I .. 

As on date (November 2013),. these testers at 11 Wing, AF could not be 

commissioned due to abseJce bf ~ommissioning clause in the contract and had I I ' ' 

since been rendered unseriice~ble. In the meantime, as the warranty of these · 

testers had expired (FebruJry-:L:arch 2010), the OEMs also declined to repa.IT 
I I ' 

and maintain the testers free oflcost. 
! I 

Further, Air HQ concluded anbther contract (30 March 2007) with Mis HAL 

for supply of additional !su~30 aircraft and associated equipment which 
! I . 

included one BM-II costing ~2.48 crore. The equipment was received at 

25 ED in March 2009 and lssu~d to 11 Wing, AF in September 2009 and was 
' I I 

subsequently issued to 141 W~ng, AF in September 2011 on the directives 

(May 2011) of HQ Eastern: Afi
1 

Command. We noticed (September 2012) that 

again due to non inclusion bf c~mmissioning clause in the contract, the BM-II 

was lying unutilized at 14 IWi~g, AF since its receipt (September 2011) and 

had become unserviceable. I , 

We observed (January and\ No~ember 2012) that during the period 2010-12, 

there was a failure of 27 navigation equipment and 26 Data Acquisition Unit 

of SU-30 aircraft at 11 Wind and 14 Wing and these equipment had to be 
I ! 

sent to HAL for testing ahd :fepair due to non-commissioning of procured 

BM-II and FDR testers at ttleselunits. 
! 

33 



Report No.4 of 2014 (Air Force and Navy) 

In response to an Audit query (January 2012) as to why these testers were not 

commissioned, 11 Wing, AF stated (January 2012) that these testers were 

supplied to them under SU-30 block-II contract which did not include 

commissioning of the test benches. To ascertain the reasons for non inclusion 

of commissioning clause, we took up (June 2012) the matter with Air HQ. 

Air HQ stated (July 2012) that these testers (i.e. BM-II and FDR) for 

SU-30 aircraft had been procured in four blocks. Block IIII were the first two 

contracts for procurement of aircraft and associated equipment. • J'he 

commissioning of these testers was not foreseen at that point of time. 

Subsequently, by virtue of experience gained, the commissioning .clause was 

included :i.n Block ill/IV contracts and the contract concluded for procurement 

of 40 ~dd:i.tional SU-30 aircraft. Air HQ further stated (August 2012) that the 

contract for commissioning of FDR was yet to be signed and commercial 

proposal for repair of FDR and BM-Il was under process. 

The reason given by Air HQ for non inclusion of commissioning clause in the 

first two contracts (Block I and II) is, however, not acceptable as this was not 

the first contract entered into by Air HQ and the inclusion of a commissioning 

clause is a standard prescribed procedure to be adopted in any contract for 

procurement of aircraft and equipment. 

Thus, by not including the commissioning clause in these contracts, IAF failed 

to comply with Article 14.l(b) of the DPP-2006 provision which provides for 

complete functional check of the equipment as per the specification in the 

contract As a result, the equipment procured at a cost of ~5.47 crore could 

not be commissioned for over four years of their procurement and were lying 

in an unserviceable condition. In addition, the defects in the equipment could 

neither be identified nor reported to the OEM during the warranty period. 

The draft paragraph was issued to the Ministry in June 2013; their reply was 

awaited (December 2013). 
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Procurement 

3.3.1 

Directorate ... of Mechanical rr~sport (DMT) at Air Headquarters (Air.HQ) is 
headed by Principal Direct~r (~D) and is responsible for plannin~, forecasting, 

provi~ioning ~d budgeti1g ~n respect o~ ranges .of vehicles~ and. their 
associated eqmpment. Th~ r~ge of vehicles··. broadly compnse Aircraft 
Support Vehicles (ASVs) I an~ Common User Vehicles (CUVs) to meet 
administrative, technical an~ operational needs of Air :Forc;:e; The DMT is also 
responsible for formulating \po~cies and ensuring implemell.tation in respect of 

operation, accounting and I ma'.intenance of vehicles, The Dl\1T is. further 
responsible for disposal of: accident cases, obtaining sanctions for hiring of 

i ' 
civil vehicles, payment of decretal amount and ·revision of mechanicall 

I 

transport establishment. 

3.3.2 Organisational St~uciure 
PD DMT at Air HQ report~ to: Air Officer Maintenance· (AOM) through the 

Assistant Chief of Air St¥£ (Logistics) and is assisted by· Director/Joint 
I 

Director/Dy Director level~ officers posted in his Directorate. The DMT 

implements its plans through iAir Commands under Air HQ. Mechanical 
I 

Transport (MT) squadrofs : of operating units function under the 
Air Commands through th¢ lqcal commander. Aircraft operating units of 
Air Force are dependent on pMif for timely provisioning and release of ASVs 
and CUVs. Procurement'. 1actibn is, however, the responsibility of the 
Directorate of Procurement 1, (DOJP) and payment responsibility lies with the 

Controller of Defence A9couP,ts (CDA) (AF) RK Puram, New Delhi. 
, I 

Organisational chart of the DMT is shown below: 

4 Common User Vehicles - 4orryi 3Ton/ 4Ton/ 6.5 Utility van (DC.PT), Lorry RCC, 
Medium Recovery Vehicle, Water Tender, Car% Seaters, Car 5CWT (Gypsy & MM 
Jeep) AL&SR, LMR, Station' Wagon (TATA SUMO); Coach Passenger, Motor Cycle, 
Truck 1 Ton, Ambulance, ~ere~ Van. Airfield Support Vehides- Cff, I>Fr and FrPs, 
MRS Refuellers, Cranes, Tractprs and Fork lifters Aircraft Specialist. Vehicles
APPA/IGSA, UPEGA/EGU, AKS-8M, Nitrogen Air Charger, GPU, Ni-Cd, SAT-'300, 
Air/N2/02 Trollies, Oxygen Charger and Bheema Trollies System Specialist Vehicles-

1 ' 

KRAZ, URAL, ZIL, GAZ, MAZ, YAZ, BTR and TATTRA etc. 
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ORGANISATIONAL CHART 

Principal Director 
of Mechanical 

~ Transport 

• . I .. 
I Director of MT 

Director of MT 
Aclmin 

~ ~ 

I 

I . 

Common user & Specialist Vehicle 

~ 
Support Vehicle 

~ . • . I I 

II JDMT JDMT 
JDMT (Tech) JDMT (Lgs) 

~ -! ~ 
ASV / SYS (Tech) 

~ 
ASV/ SYS (Lgs) 

3.3.3 Audit Objectives 

The audit was conducted in order to ascerta in :-

• Whether ASYs and CUYs were procured in accordance with the 

ex isting policy. 

• Whether ASYs were made available to operational locations and other 

ai rbases as per authori zation and in time. 

• Whether Indian Air Force (IAF) was holding adequate number of 

ASVs and CUYs. 

• Whether procurement and servicing of these vehicles was done with 

due care and economy and as per rules. 

3.3.4 Audit Scope 

A test check of the records for the period 2009- 10 to 20 11 - 12 was carried out 

at DMT Air HQ, Western Air Command (WAC), Wings under WAC and 
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CDA (AF} RK Puram, New Delhi during the period from April 2012 to 
September 2012. 

3.3.5 Sources of Audi~ Criteria 

The Audit Criteria used for benchmarking the audit findings were: 
1 

I ' 

• General Financial! Rules (2005), Defence Procurement Manuals, 
' 

Public Procurement Bill 2012. 

~ Indian Air Force· Equipment Regulations (IAP..:1501), Air Force 

Instructions (AFisL Air Force Orders (AFOs), Mechanical Transport 
I I 

Staff Instructions : (M\fSis), Manual of Operations for Integrated 

Financial Advisors {IF As) in Air Force. 

Government Rulesl Otders, Guidelines and instructions issued from 
I I 

time to time by thej Central Government and the Controller General of 

Defence Accounts (CGDA). 

3.3.6 Audit Methodol4gy 
' 
I 

DMT, HQ WAC, IAF andtUnits under it and the CDA (AF) R.K Puram were 

selected for detailed audi~. Audit findings as discussed in the succeeding 

paragraphs are based on an analysis of records, data, information and replies 

given to the questionnaJ
1

e/ml;dit memoranda issued to these units. Audit 
I 

findings were issued (July 2013) in the form of draft paragraph to the Ministry 

of Defence (Ministry) /Air HQ. While Ministry's reply to the draft paragraph 

has not been received, the! reply of Air HQ sent to the Ministry (September 

2013) and copy endorsed ~o A~dit has been appropriately incorporated in the 

report. 

3.3. 7 Audit findings 
i 
I 
I 

3.3. 7 .1 Financial Manageme~t 

The DMT operates both Capital and Revenue Major Heads for procurement of 

vehicles. Year wise Allot~ent'.and Expenditure under these heads during the 

period from 2009-10 to 20]1-12 are tabulated below:-
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(f m lalkh) 

Majrnr · Code.Head Particulars of Item Year Total 
.Head charges 

2009-10 
12010-111 

2011-12 
Savings/Excess 

compilable 
wider the 

.Head 
2078 ' 742/29 Special vehicle II Allotment 1369.44 799.76 1100.00 

(Revel!me) mounted 

I I aviation stores . Expenditure 680.79 989.73 1325.66 
- sources other 

Saving 118.97 I 110.27 I 43.78 than HAL 
(Maintenance) Excess 0.00 0.00 0.00 

2078 : 743/02 All renewals/ Allotment 3820.31 1983.00 2510.00 
(Revenue) replacements, 

maintenance/ Expenditure 3471.79 1891.00 1137.69 
upkeep 

Saving 348.52 92.00 1372.31 irrespective of 
cost and life 

Excess 0.00 0.00 0.00 

4076 919/34 Procurement of Allotment. 0.00 0.00 0.00 
(Capitan) heavy and 

medium 
12292.00 II 3894.00 I vehicles of Expenditure 2232.00 

value ~10 lakh 
or more and life Savilmg 0.00 0.00 0.00 

7 years or more I Excess. I 2232.00 2292.00 3894.00 

4076 .. 919/36 Pro~urement of I Allotment II 4257.00 112482.781 1545.00 
(Capital!) items of 

12482.781 equipment Expenditure 4257.00 1545.00 
(other than 

Saving 0.00 0.00 0.00 heavy and 
medium 

vehicles) of 
Excess 0.00 0.00 0.00 

value ~10 lakh 
or more and life 
7 years or more 

We obsyrved (February 2013) following irregularities m the booking of 

expenditµre: -

(:i) During the period 2009-2012 an expenditure of ~84.18 crore was 

~ooked to Capital Code Head-919/34 (Heavy and Medium Vehicles) 

~ithout any allotment. At the same time the DM'f was unable to fully 

spend the appropriations under Revenue Code Heads 742/29 and 

743/02 during all the three years. 
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The DMT stated (~ep~ember 2013) that expenditure under Code Head 

919/34 had been jincJurred on confirmation of availability of fund 
I . 

against orders placed. However, their reply was silent on non-allotment 
I I 

of fund under this,Cocle Head and DMT's inability to fuUy spend the 
• • I 

appropnatlons under Revenue Code Head 742/29 and 743/02. 
I . 

. I ' 

I ' 
Capital Code Head- 919/34 (Heavy and Medium Vehicles) read with 

Sub Major-Head-di -Army Minor Head 102 (a) provides for booking 

of expenditure on ~ro~urement of vehlcles of all types irrespective of 
their cost and life. 

I . 

However, we observed (~ebr?ary 2013) that expenditure on procurement of 

various ASVs was boqkeci ?"regularly. to Capital Code Head-919/36 
(Other Equipment: Trade)i anq expenditure on procurement of other vehides 

was booked to Revenue C~de ~ead-743/02 (MT Stores) in all these years and 

not to the correct Code He~d- ~19/34 (Heavy and Medium Vehicles) .. 
I I 
I I 

The DMT stated (Septem~er;20l3) that expenditure on procurement of ASVs 

was booked to Code Head.919/36 considering that ASVs were not Heavy and 

Medium vehicles. As regaids Jther vehicles, the DMT stated that earlier as per 

the Classification Hand Bbok! the procurement was being undertaken under 

Code Head 743/02 and not capital procurement following Revenue Procedure 
of heavy and medium vehicle ik being undertaken from Code Head 919/34. 

' ' 
Their reply is not acceptable as even earlier the expenditure was required to be 

I I . 

booked to Capital Code ~ead: 919/34 (Heavy and Medium Vehides) which 

also includes ASVs. 

(iii) CGDA in June 201p had recommended that expenditure on 

outsourcing be bodkedi to the Contingent/Miscellaneous Expenditure 

Head of the respe~tiv6 Services till a final decision was taken on 

opening of a s~paiate head for each outsourcing activity. 

Notwithstanding t)b.e 1 above position, expenditure on Annual 

Maintenance Cont~act~ (AMCs) of ASVs was booked to other 
I I . . . 

Revenue Code Hea1 74"f,/29 operated by DMT for maintenance stores. 

The DMT stated (September 2013) that till now no separate Code 

Head had been eanJi.ark~d for expenditure on outsourcing, and also that 

this expenditure wat ag~nst AMC. 
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The reply is not acceptable as outsourcing includes AMC and, 

therefore, pending opening of a separate Code Head, expenditure on 

AMC should have been booked to contingent/miscellaneous 

expenditure head as recommended by the CGDA. 

(iv) The powers to sanction indents, contracts and purchases in respect of 

central procurement of maintenance stores on Proprietary Article 

Certificate (PAC) basis have been laid down in Schedule XII (Ll) to 

Delegation of Financial Powers 2006 (DFP) and under this schedule, 

AOM is empowered to approve purchase of proprietary indigenous 

items from PSU s up to ~10 crore. 

We, however, observed (February 2013) that for purchase of maintenance 

store (Nitrogen Generating Storage and Distribution Station) from Hindustan 

Aeronautical Limited (HAL) Nasik Division (ND) on PAC basis, the DMT 

had irregularly obtained Acceptance· of Necessity (AoN) of AOM for 

~12.39 erore under Schedule XII (A) where AOM' s powers are up to 

~30.00 crore. 

In reply to the audit observation, the DMT stated (April 2013) that 

procurement was approved under Schedule XII (A) as purchases were made 

from Defence Public Sector Undertaking (PSU). 

The reply is not acceptable since financial power of AOM for procurement of 

maintenance store under PAC is under Schedule XII (Ll) (Powers to approve 

proprietary purchase from necessity and expenditure angle-Indigenous PSUs) 

and is fQr~l0.00 crore only. 

Thus, the above procurement of Nitrogen Generating Storage and Distribution 

Station ~ta cost of ~12.39 crore in excess of AOM's powers of~l0.00 crore is 

irregular. 

Pfanmiin.g an«ll Management 

The Dl\.1T is a centralized agency for planning, provisioning, indenting and 
release ~f ASVs and CUVs for all the Directorates and Establishments of IAF. 

. I 

We observed (February 2013) that cases for procurement of vehicles were 
process~d by different Directorates without involving the DMT. We further 
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observed · cases of finand!al lrrregularity, besides . irregular procrurement of 
vehicles and post procrreifent management/maintenance problems, as 
discussed subsequently in fhe feport. 

I i 
As per Annual Plan, the DM1i had been following a system of Annual Motor 

I I 
Transport Procurement Plan (MTPP) both for ASV s and CUV s which was 

being forwarded to Mod
1 

fo~ Acceptance of Necessity (AoN) approvaL In 

October 2007, MOD disnens~d with the requirement of obtaining AoN of 

MOD for procurement of k..sy s in order to bring down the lead time so as to 

ensure timely procuremerlt of ASV s which had a vital role in operational 
preparedness. i 

Despite the above, we, h?weret, observed (February 2013) shortage in. all 
. I I 

types of ASV s ranging from Z5 to 100 per cent. We also observed (February 

2013) that the DMT did ~ot ~rocure 408 ASVs which were planned in the 

backdrop of Ops ParakarJm *1ith the approval (May 2004) of ·Ministry for 

permanent positioning at learinarked op~rational loc~ti~ns. (Ops loc~tions). 
As a result, IAF was forceCI to: operate w:1.th the same lirmtanons as existed at 
the time of Ops ParakaramJ Details of these cases are discussed below: 

I ' 

(A) Ailrcraft SuppoJtv~llddes (ASVs) 

l!. Unit EstablisJe.,J and Strength 
·. I : 

ASV s are specific to typel spbcialist equipment that are utilized on various 

aircraft for starting and sekvicing activities and, therefore, play a direct and 

vital role in the operation~ pr~paredness. Kt is, therefore, imperative that not 
· · I I . 

only are all ASV s maintained in the highest serviceable state but also the 

shortfalls· against authorizJti.onVunit Establishment (UE) are addressed at the 
I I . 

earliest. .

1 

: . 

As on March 2012, IAF had aiil inventory of 18 types of ASVs. We observed 

(February 2013) that actuallhol~ing of alltypes of ASVs was far less than their 

authorization as per Anneiure I 'I' to this Report. Shortfalls in eight types of 
ASVs ranged between 47.S3 per cent and 100 per cent, in respect of another 

I I . 
seven types between 25 pet ce1t and 36.92 per cent and for the balance three 
types below 25 per cent. ' 
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In response to the audit observation, the DMT stated (ApriL2013) that the 
' • ~ •' •A, 

deficiency pointed out by Audit was mainly with reference to the authorized 

reserves ,and as all ASV s had since been indigenized, maintaining ~epot 

reserve and maintenance reserve was not required. The .DMT further stated 

(September 2013) that presently shortfall in respect of three types of ASVs 

ranged b~tween 0.20 per cent and 11.68 per cent and-in respect of anqther 

eight typ~s there was no deficiency. 

The reply is factually incorrect as MoD_ had not dispensed with the authorised 

reserves but had only reduced the maintenance reserve from 12.5 per cent to 

10 per cent in view of indigenisation. Further, Air HQ had also been including 

Maintenance Reserve in their Annual Procurement Plans for arriving at 

'Deficiency/Net Requirement' 5 of ASVs. Further, even though ASVs were 

indigenized they were not available off the shelf. The reply was also silent on 

shortfall: of the remaining seven types of ASV s. The deficiency in holding of 

ASVs had a direct bearing on operational preparedness of IAF. 

n. GJr'OSS inadequacy of ASV s at Operational locations 

During Operation Parakaram6
, ASVs at Ops locations were found by IAF to 

be grossly inadequate and did not match w:i.th the requirement of the 

detachments 7• Keeping this in view as also the bottlenecks m 

transportation/movement of the ASV s from the parent bases, it was felt that it 

would be essential to make permanent positioning of specialist vehicles at the 

Ops loc~tions. Accordingly, Ministry agreed in May 2004 for procurement of 

additionall ASV s for pre-positioning at Ops locations. After protracted 

deliberations at Air HQ and in consultation with all Commands HQs as to the 

requirement of ASVs at each Ops location, 'In Principle' approval for 

procurement of 408 additional ASVs costing ~132.09 crore was accorded by 

the Chief of the Air Staff (CAS) in October 2007. 

5 

6 

7 

Procurement are initiated annually only for deficiencies against authorized scales. 
Accordingly, the net requirements is calculated as Unit Establishment (UE) 
(i.e. authorization) plus Reserve minus Assets. 
Operation Parakaram, the U-month-long border stand-off, took place soon after the 
December 13,2001 terror attack on Parliament. 
Detachment means deployment of Combat aircraft/Helicopters Units and supporting 
fleets of IAF to another air base/Ops location for special duty/missions. 
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I , · 

We observed (February 2013) that procurement of these additional 408 ASVs 

was not processed beyona th~ 'In Principle' approval of the CAS in October 
I , 

2007 despite the requirement of the ASVs in the wake of Ops Parakaram. We 

further observed (Febru+ tp13) that in order to tide over the deficiency, 

HQ WAC, IAF had made (February 2012) a temporary arrangement for 

pre-positioning of ASVs ~t Ops locations in a phased manner - Phase-I for 

WAC forces and Phase-II 1for 'Out of Command' forces by way of temporary 

allotment of these ASV s 1 on 'loan from the units within the Command for 

duration not exceeding bne: year. The objective was to support quick 

mobilization of forces ai designated Ops locations, which would reduce 

dependability on airlifts or, civil hired trucks and take care of the bottlen~cks in 
I , =c. -

transportation/movement of the ASV s from the parent bases to OpsJoca:tions. · 
~ . 

' 

In Phase-I, 67 ASV s ~om.Prising nine types were to be positioned 

immediately at forward 19cations for Western Air Command forces but we 

observed (February 2013)!that against 67, 46 ASVs (69 per cent) of Phase-I 
and entire quantity under (Phase-II were yet (June 2012) to be placed at the 

Ops locations of WAC. 

I 

TheDMT stated (April 2013) that it was decided at a later stage not to procure 
! ' 

ASV s against reserve. 

As no. documentary evideice ~ncluding the decision and the reasons for non 

procurement was furnishbd by the DMT in support of their reply, we 
- I , ' 
specifically enquired (SeptemHer 2013) the reasons for not processing.the case 

I I . " : 

further; when it was decided not to procure the additional 408 ASV s; who 

approved this proposal; an4 whether the Ministry was informed of the decision 
of not processing the case :tprilier. · 

I , 

The DMT did not furnishi the: requisite clarifications/evidence sought by us 

and only stated (September 2ID13) that it was de_cided not to procure ASVs 
I 

against reserve due to au~terity measures and limited availability of funds. 

Further, no reply was giv~n td the position obtaining as on September 2013 
1 I ' 

with regard to prepositionihg Of remaining ASVs under Phase-I and Phase-II 
' I I 

and extension of the loan pyriorl. 
I 
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Thus, the reply of the DMT is not acceptable, as the fact remains that IAF was · 

forced tb operate·. with the same limitations with respect to the availability of 

ASV s as existed at the time of Ops Parakaram. 

ill. Overhaul backlog/unmserviceability 

First overhaul of ASV s falls due after completion of eight years of induction 

and second overhaul after completion of four years from the first overhaul or 

after 12: years of induction. 

We obs.erved (February 2013) that as of June 2012 overhaul facility did not 

exist for indigenous ASVs except for one type of ASV at 8 BRD. As a result, 

out of 663 ASVs held by the various units under HQ WAC, 113 ASVs were 

due to be overhauled as of May 2012. These 113 ASVs were inducted between 

1993 ruid 2003 and were due for first overhaul between 2001 and 2011 but 

were not overhauled as of May 2012 due to non-availability of the overhaul 

facility.; We also observed (July 2013) that 52 ASVs held by the various units 

under HQ WAC had remained (April 2013) unserviceable for longer periods 

ranging from 11 months to 81 months. 

In response, the DMT stated (April 2013) that the overhaul policy of ASVs 

was changed by Air HQ in July 2012 and instead a life cycle concept had been 

introduted. Accordingly, all the ASVs were being maintained for 15 years of 

life through Annual Maintenance Contract (AMC). The DMT also stated 

(April 2013) that out of the 52 ASVs. pointed out by Audit, 40 ASVs were 

unserviceable as AMCs were not in place. While accepting the fact about 

prolonged unserviceability of 52 ASV s/non-availability of AM Cs for all 

ASVs, the DMT further stated (September 2013) that earlier these 52 ASVs 

were being maintained through local resources, resulting in increased 

unserv:i.ceability and that as on date most of the ASV s were covered under 

AMC and the serviceability state was 95 per cent. 

The reply of the DMT is not acceptable as neither any documentary evidence 

in sup~ort of their reply, nor position obtaining regarding serviceability status 
of the 113 ASVs due for overhaul as of May 2012 and 52 unserviceable ASVs 
has been furnished. 
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I , 

Thus, however, while overha~l facilities for ASV s were not created after the 
I : 

introduction of a life cyde cQncept which resulted in AMC for the ASV s for 

maintenance during their 6se:ful life, the AMC for all the ASVs were allso not I , 
entered into by the Dl\ff, :resulting in non-overhaul of 113 ASVs and 

prolonged unserviceability of :52 ASVs. 
I 
I : 

IV. JP:irocunrement of 
1

llllns,mtable Bh.eema Tirollll.eys 
' 

Priority Procurement P~an : (PPP8
) for ASVs (2007-08) approved in 

I 
October 2007 induded phrcliase of 37 self-propelled Bheema9 Trolleys for 

three SU-30 aircraft opeJatin~ Air Force units. Accordingly, Directorate ·of 

Procurement (DOP) pfaJed ! (March 2009) a supply order on Mis TPS 
I I 

Infrastructure Ltd for supRlY of 37 trolleys at a cost of ~6.63 crore, which was 
I , . 

subsequently amended (D1ece~ber 2010) by earmarking 12 trolleys for three 

SU-30 aircraft operating Air Force units and the balance 2:5 trolleys for non 
SU-30 units. 1 , 

'1 

In response to an audit qu6ry ~June 2012) regarding change in the requirement 
I , 

of Bheema Trolleys for SU-30 units, the DMT stated (October 2012) that 
I . 

during field trials, it was tjbse~ed that the Bheema trolleys procured were not 
I ' 

suitable for SU-30 aircraft; the consignees were changed (December 2010); 

and further procurement I of .32 trolleys against the procurement plans of 

subsequent years from the same supplier for SU-30 units was also not 

processed. I 

' 
I 
I ' 

In reply to our further obserVation (February 2013) regarding diversion of 

trolleys to non SU-30 opetati~g units, the DMT stated (April 2013) that these 

troUeys were found suitable :and effective for use by units other than the 

SU-30 units and that a coEsc;:ious decision was taken by Air HQ to divert the 

same to other units whert iNfould be used. We also observed (July 2013) 

ex.cess holding (April 2@13f. of 51 troUeys and made a specific query 

(September 2013) regard!rlg the justification for allotting 12 troUeys to SU-30 

units, despite the fact thatj the~e were not found suitable for these units. The 

DMT, however, did not offer (September 2013) any comments. 

9 

I . . 
I 
I 

'1 

MoD's orders (2006) on dJiegarion of financial powers (Revenue) prescribe drawing up 
of a Revenue Prioritised Pr1curepiept Plan for centralized procurement by Air HQ 
Self Propelled Aircraft Weapon Loader Tro~ley (A WL-1000) 

I , 
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Thus, the fact remains that the entire procurement of 37 . trolleys valuing 

~6.63 crore did not· serve the intended purpose as the same were found 

unsuitable for SU-30 units. More importantly, SU-30 units were deprived of a 

suitable ASV which has a vital role in the operatio:pal preparedness. 

V. lill."regfilalt" pirl!l><C1lllireme1ID.t tl)f Gl!"l!J)l!Ilimrll Powell." Umts oJf MiG JBisonn 
aiilrcraJft 

Department of Defence . Production & Supplies (DDP&S) had s,tjpufated 

(October, 1999) that indigenization of a defence store would not be cdmplete 

until at least two sources were fully developed which would ensure not only 

competition but also reduce Government's dependence on any single source. 

The DDP&S had also issued (October 1999), inter alia, the following 

procedure for strict compliance with a view to speeding up the development of 

addition~ indigenous sources:· 

~ Where there is only a single developed source or where there is a felt 

need for development of more than two sources, 20 per cent only of 

the first indent should be earmarked for placement as an educational 

order on the new source to be developed. The percentage could 

however be modified to ensure that the quantity covered is viable for 

economic production. This order should be placed by inviting tenders 

as per the normal procedure. 

~ The balance quantity of the :indent is to be procured from the source(s) 

already developed as per the normal procedure. 

Accordlll.gly, while initiating (December 2005) the case for development and 

procurement of 70 Bison trailer-mounted Ground Power Units (GPUs) at a 

total cost of ~12.95 crore as per approved Annual Procurement Plan for the 

.,year 200,S-06, Air HQ proposed (December.2005) to procure 47 GPUs from 

Mis MA~ Controls (Mis MAK), the only developed indigenous source at that 

time, at a total cost of ~9 .40 crore and decided that the remaining 23 GPU s 

should 1Je procured from other sorirces. fu case no other firm was able to 
' 

develop a suitable prototype, the remaiip.ng 23 GPU s were also to be procured 

from M/s MAK . under the 'Option Clause'. Integrated Financial Adviser 
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I 

(IF A), however, advised (Apri~ 2006) that the other two firms i.e. Mis Statcon 

Power Controls and Mis ~vi~h Aviation (tlrrough HAL Nasik) were also in 

line of development of s~bje~t GPUs, Arr HQ could consider 50 per cent 

quantity from the already! de~eloped source and balance quantity could be 

covered under option/repeat drder clause of Mis MAK in case of failure to 

develop the GPU by the jtw~ firms. Accepting the advice of the !FA, the 

proposal was revised (Aprill 20:06) by Arr HQ for procurement of 35 GPUs i.e. 

50 per -~ent from Mis M~K ~ta total cost of ~.00 crore and the same was 
. I : 

approved (May 2006) by ilie AOM. 

We, however, observed thL *HQ did not initiate the procurement process 

and instead initiated (Debem:~er 2006) a fresh case for procurement of 

70 self-propeUed GPUs atl an !estimated cost of ~17.62 crore. Directorate of 

Mechanical Transport, subseq~ently placed (December 2006) an indent on the 

Directorate of Procuremenf w~ch placed (January 2008) the supply. order on 

Mis HAL (ND) for supply~ of 70 GPUs (Self-propelled) at a cost of 

~14.92 crore. No AoN fot thls proposal was obtained from the CPA. The 

GPUs were delivered betwden becember 2009 and April 2010. 
I : 
I ; 

We noticed (February 2013) the following irregu.lllarities in the above 

procurement: I 

);> As against the appro~al of MoD for procurement of 70 Bison 
I . 

trailer-mounted GPUs kt a cost of ~12.95 crore, Arr HQ procured 
I ; 

'self-propelled' GPUs from Mis HAL (ND) at a cost of ~14.92 crore 
. I ! 

without apprising iMitjistry of the changed requirement/cost and 
. "+1.. . M". ' I I al w1mout . rmstry s apprnv . 

' i 
);> Concurrence of !FA an~ 'In Principal Approval' of AOM in May 2006 

was for procurement o~ only 35 GPUs at a cost of ~7.00 crore from 

Mis MAK, whereasl an :Indent for 70 GPUs at a cost of ~17.62 crore 

was raised in Decemberl 2006 and Supply Order for the same at a cost 

of~14.92 crore was ~laded on Mis HAL (ND) in January 2008. We did 
. I ! 

not find the approval of IF NCF A for the revised proposal. 
I : 

I 

I 
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In response to the above audit observation (February 2013), the DMT stated 

(April 2013 and September 2013) that subsequently (December 2006) Bison 

GPU s developed by the above two vendors were cleared and RFP was floated 

wherein Mis HAL emerged as Ll; accordingly, supply order was placed on 

Mis HAL; and that the revised approval of the Ministry was not required since 

there was no change in the quantity and requirement. 

The contention of DMT is incorrect since there were changes in the 

specification from trailer mounted to self-propelled as also total cost from 

~12.95 crore to ~14.92 crore. Air HQ, also did not furnish the approval of the 

IF A/CF~ for the revised proposal. 

(B) €ommcm User Vehicles (CUVs) 

I. Irregular procurement of Critical Care Ambulances . 

The DMT is responsible for planning, forecasting, provisioning and budgeting 
in respect of Common User Vehicles (CUVs) which include Ambulances -
both heavy and light. For this purpose, DMT forwards a consolidated Annual 

Motor Transport Procurement Plan (MTPP) to MOD for AoN approval. 

We obs~rved (February 2013) that contrary to the above procedure, 25 Critical 
Care A1,llbulances (CCAs) at a cost of ~9.24 crore were procured (January 

2010) by Directorate General Medical Services (DGMS) instead of the DMT, 
a designated and specialist Directorate for the purpose. Besides the 

procurement was made under Capital Cocie Head 919/36 meant for 'Other 

Equipment' from Trade instead of Capital Code Head 919/34 meant for 
'Heavy .and Medium Vehicles' including Specialized Medical Vehicles. We 

further observed (Februar)r 2013) that the procurement was made using 
powers of Vice-Chief of Air Staff (VCAS) in consultation with IF A under 
Schedule XII (J1A)10 of the Delegation of Financial Powers stating that 
ambulances were neither scaled nor proposed to be scaled. 

10 Schedule-XII regarding 'Procurement of Maintenance Stores', Powers to sanction 
Indents, contracts and Purchases; (JlA) regarding 'Approval of expenditure for 
equipment not authorized/scaled; Powers of VCAS/DCAS/AOM there under are 'Nil' 
Without IFA consultation and ~10.00 crore With IFA consultation. 
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I , 
We also observed (Februaryl 2013) that AOM had subsequently directed 

(Janu~ 2011) f~r scaling lof t~ese CCAs. Further, po~ers under this Schedule 
are lnmted/restncted to,ards procurement of "Mamtenance" Stores and 

therefore, do not include procurement of non-scaled medical equipment. 
I 

The DMT stated (SeptemJer ioB) that aU the Directorates including Medical 

Directorate had been in~trutted (September 2013) by them to ensure 
. I , 

procurement of vehicles I thr<;mgh the DMT and that the purchase was 

undertaken under Code Head \919/36 (Capital Code) following the Revenue 
I , . 

Procurement procedure as faidi down in Defence Procurement Manual (2006), 

in terms of Ministry's ordets cSeptember 2007), and the same was in order. 
I 

Air HQ reply is not correc~ as the Revenue Procurement procedure adopted in 

terms of Ministry's orders j (September 2007) was permissible only in respect 

of such items of Capital nature; where expenditure was earlier being booked to 
I ' 

Revenue heads instead of Tap~tal heads, and not for the items being procured 
for the first time. 

I 
Jill. AbIDwJ>irmafi dlellay ~IlR ojmtsmiurciirng ([)Jf Staff C:aurs 

While examining the propokal *gard:ing Annual Motor Transport Procurement 

Pfan (MTJPP) 2007-08 and laccbrding approval from necessity angle, Ministry 
. I 

had observed (October 2007) jthat 'as far as outsourcing is concerned very 
I 

little effort has been made by IAF whereas Navy could outsource almost the 

entire requirement of staff I car~ :in a place like Delhi. Ministry also directed 

that IAF should explore the po~sibility of outsourcing of Staff Cars11 and Car 

5 CWT12 by Air Force Statibn :New Delhi (AFS ND) for use by officers posted 

at Air HQ and its lodger u~ts rs was being done by Navy. ·In~tructions were 

also issued by the Ministry ~n l'fovember 2007 regarding return of the vehicles 

on loan beyond a period I of : four years, along with their drivers to the 

respective units. In view of al large quantity of Staff cars held on loan by 

AFS ND over and above th~ authorization, Air HQ directed Station authorities 
I I 

in December 2007 to explo~e ~g of the light vehicles from the civil market, 

after carrying out cost benelt ~alysis, as was being done by Army and Navy. 

I , 

11 For transportation of entitled loffi~ers 
12 For transportation of personnjel during peace and operations 

I 
I 
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Air HQ had also issued (January 2008) instructions that light vehicles should 

not be held on loan for more than four years as this period was considered to 

be adequate for the units to raise statement of cases and get their 

establishments (vehicles strength) revised through Air Force Staff 

Establishment Committee (AFSEC). Accordingly, AFS ND recommended 

(April 2008) outsourcing of 115 Staff cars by AFS ND for officers of the rank 

of Group Capt and below, envisaging an annual saving of ~1.95 crore. · 

We observed (February 2013) that despite the recommendation (April 2008) 

of AFS ND, the Air HQ was yet to start outsourcing of staff cars. As a result, 

expecteq annual saving of expenditure of ~1.95 crore could not be obtained all 

these years. We also noticed (February 2013) that against an authorisation of 

156 vehicles, AFS ND had 475 vehicles as of March 2012. Out of these, 

319 vehicles held on over and above the authorization were on loan from 

lower formations. In many cases maximum loan period of four years had also 

exceeded and the DMT had instead issued fresh release orders for further 

holding of these vehicles on loan to AFS ND. Thus, both the DMT and 

AFS ND had violated the orders of Ministry with respect to outsourcing of 

light vehicles, release of vehicles· on Imm and return of the loan vehicles along 

with the drivers. 

While accepting the audit contention, the DMT attributed (September 2013) 

the violation of Ministry orders to non revision of the unit entitlement (UE) of 

vehicles of AFS ND and stated that these vehicles had to be given on loan to 

AFS ND as their UE could not be revised. As regards outsourcing, the DMT 

stated that the same was permissible against deficiency and since there was no 

deficiency of vehicles at AFS ND against the UE, outsourcing of vehicles was 

not resorted to. 

The reply is not acceptable as it did not explain the reasons for non-revision of 

the UE., The fact remains that AFS ND continues to utilise the vehicles on loan 

over a~d above its authorisation by pooling the vehicles meant for lower 

formations. Besides, envisaged (April 2008) annual saving of ~l.95 crore on 

outsourcing of vehicles remains to be achieved. 
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i ' 

m. Jinttrodudfon of n~w t~e of vehicles 

A 1 .. d 13 I i : f h · · · · al d · s per re evanL. or ers , irrep ~cement o t e existmg mamtenance sc e :n.tem 

with an improved versioJ wi,11 be considered with the prior concurrence of 
I . : 

IFA, among other things, ~n th'.e following circumstances:-
1 

a) If existing iteJ fa dut of production. 

b) If . . alld.; . d d . . · existmg SC r lt~m lS re Ull ant. 

I i 
c) If new version :i.s cost effective. I , 

Further, Defence Procure~en~ Manuals (DPMs 2006 and 2009) provides that 
the specifications in terilis Jf quality, type and quantity of goods to be 

procured, should be clearlt sp¢lt out keeping in view the specific needs of the 
I ' 

procuring organizations. The !specifications so worked out should meet the 
b~sic needs of the oigai#sation without including superfluous and 
non-essential features, whibh may result in unwarranted expenditure. 

I . 
I 

I , 
Ministry had also issued (Ma~ 2010) instructions that like to like replacement 
of the basic model should] be ~trictly done by a basic model unless upgraded 

models are necessary for ppe~ational and other reasons, while the station of 
deployment should be the same as that where the vehicle was being 
condeil1Iled. I 

I 
We observed (February 2013) that in contravention of the extant o:irders, 
Air HQ had introduced b~twe¢n 2009 and 2011 two new types of vehicles -

- I . 
Mahindra Scorpio (Scorpio) ~n place of Marut:i. Gypsy and Toyota Jrnnova 

I I . .. 

(Innova) in place of Material Management (MM) Van, ·as discussed below:-
. I : 

(Il) Scorpio I . 
I 
I 

During May 2009 to Ja±ma_& 2012 Air HQ procured 100 Scoirpios OITT. 

PAC basis as peir firm's s~eciflcations by placing supply orders at a total cost 
I . 

I 
13 

Schedule XIl (J2) regarchng i 'Approval of purchase of Indigenous equipment:
Replacement against existing scaied item with an improved version (a) J[f existing item is 
out of production/obsolete o'r (b) J[f existing scaled item is redundant or ( c) J[f new version 
is cost effective, read with r~levartt SOP. 

I 
i _:' 

I 

I 

I 
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of ~.78 crore under Schedule XII-Ll 14
. We observed (February 20 13) the 

fo llowing irregularities in the procurement of these Scorpios: 

~ Mahindra Scorpio was introduced (2009) under Schedule XII (J2) of 

the DFP in replacement of Maruti Gypsy which was neither out of 

production/obsolete nor redundant. By IAF's own admission 

(April 2007), Scorpio was costlier than the existing category of 

Car 5 CWT viewed from the operational and maintenance angle. We 

also observed (February 20 13) that Scorpio did not fit into any of the 

above parameters and Schedule XIl-12 to the DFP was not relevant in 

this ca e as the range covered under this Schedule is 'all scaled 

AF store required for Maintenance activities ' . 

Procurement of Mahindra Scorpio on PAC basis was against the 

DPM provisions as pecifications were not clearly spelt out keeping in 

view the specific needs of IAF but were based on firm ' s specification 

and similar vehicles offered by di fferent firms were not evaluated 

either on specifications or on co t basis. 

In re ponse, the DMT stated (April 2013) that cost analys is by comparing the 

vehic les in the market was carried out in great detail and the vehicle was found 

to be cost effective in the long run but expensive initially. DMT further stated 

(September 20 13) that the record of comparati ve study by technical expert was 

available in relevant file, which was circulated to aJl Senior Commanders and 

their recommendations obtained. 

The reply is not acceptable as no documentary evidence was upplied to audit 

either in th is regard, or in support of compliance of DPM provisions regarding 

spelling out the specification in terms of quality and type. 

(ii) Innova 

Field units are authorised to use MM Vans for safe transfer of costl y 

assemblies/rotables, sensitive electronic equipment and efficient uti lization of 

the existing inventory by faster material transfer between the stores houses and 

workplace. For 19 MM Vans approved by the Ministry for procurement, the 

make/model in use by IAF was Tata Sumo (without rear seats). However, Air 

14 Power to approve proprietary purchase from necessity and expenditure angle 
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I 

HQ initiated (September ZOW) a case for procurement of 19 Toyota Innova as 
'Multi-utility vehicle' utlder Schedule XIl (J2) of ilie DFP and obtained 

(October 2010) Principaljintegrated Financial Advisor's (PIFA) concurrence 
on the justification that the vehicle was required in place of MM Van for 

utilization by SU-30 squ~drons (12 vehicles) and units s:ituated at hlHy-and 
' 

harsh-terrain. A Supply] Order (SO) was placed (November 2010) on 

Mis Toyota Kidoskar M~tor Ltd Bangalore for 19 Toyota Innova at a total 
cost of ~1.46 crore and th~ vehicles were delivered in February 2011. 

' 
I 

We observed (February 2013) that there was no deficiency of MM Van in IAF 
I 

and that there was an excess (February 2011) of 88 vehicles against the 

authorisation. We also obkerved (February 2013) that none of the 19 Innova 

vehicles was actuaUy allot~ed to the units for whom these were stated (October 

20W) to have been procth-ed. These Innova vehicles were allotted (March 
I 

2012) on two years loan ~o other units in contravention of Ministry's orders 
ibid. 

I 
In response, the DMT s

1

tated (September 2013) that the procurement of 

veh:icles was undertakeIDn. only against the deficiencies and that the 
I 

specifications of Innova ~ere compared with other vehicles, details of which 
i were available in file. 

The reply is not acceptab~e as Air HQ could not provide any document in 
I 

support of either the deficiency of MM Vans or compliance of DPM 
I 

provisions regarding spelling out the specifications in terms of quality, type 

etc., of MM Vans to be ptocured, keeping in view the specific needs of the 

IAF. The reply was alsol silent on surplus holding of 88 MM Vans and 
invoking of incorrect Sche~ule XIl (J2) of the DFP. 

3.3.8 ConchnSfo!lli 

The Audit brings out the stlortcomings in the functioning of the DMT which is 
I 

a centralized agency for planning, provisioning, indenting and release of an 
I 

types of vehicles in IAF. The DMT was not able to achieve targets with regard 
I 

to the procurement of ASrs which were essentiall for aircraft flying. There 
was deficiency of ASV s 

1 
at operational locations necessitating continued 

I 

dependency on civil trucks/airlifts for positioning ASV s from parent bases to 

Ops locations during hos!tilities/operations. This deficiency had a greater 
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impact as even temporary positioning from Command resources could not be 

achieved. The procurement of a specific ASV made for an aircraft was also 

found unsuitable for that aircraft. 

There were several instances of incorrect booking of expenditure, irregular 

approval and concurrence by the CFAs and the IFA respectively. Some of the 

Directorates placed indents directly on the DOP instead of routing them 

through the DMT which is a specialized- agency for the purpose. There were 

cases of the newly introduced CUVs being diverted to use for other\han the 

intended purpose. Further due to delay in revision of the UE of vehicles at 

AFS ND, several vehicles continued to remain on loan with AFS ND for over 

4 years and annuiil savings of ~1.95 crore on outsourcing of staff cars could 

not be realized. 

3.3.9 Recommendations 

e Air HQ may issue directions to all the Directorates and lower 

formations ·to place indents for procurement of vehicles through 

the DMT only as per the approved Annual Motor Transport 

Procurement Plan. 

e The DMT may consider preparing a database of the ASV s and 

CUV s and link the database with Annual Plan and achievements 

against the target. 

o Since ASV s are not available off the shelf despite indigenization, 

catering for reserve and its actual utilization for procurement is 

necessary to obviate the deficiency in ·field formations. However, 

reserves against light vehicles under CUV s category may be 

considered to be discontinued since these vehicles are readily 
available in the market. 

f) The DMT needs to address the issue of outsourcing of staff cars 

at AFS ND in a time-bound manner which would result in 

achieving an expected saving of ~1.95 crore per annum and it 

would atso pave the way for early return of loan vehicles 
attached with AFS ND from field units. 
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<t> The control Itjechanism for fimmcial bookings, expenditure out 

of designated Jbeads, and sanction of appropriate CF A may be 

strengthened sb as to avoid incorrect booking of expenditure and 
I 

irregular sanctjons. 

The draft paragraph was issued to the Ministry in .JTuly 2013; their reply was 
I 

awaited (December 2013). ! 

IDJ[})Jrdinate deRay ill1l iissUR!lllg Re«Jiuestl foir Proposal! for tllne sec([)!Ill.d 
batl:dn of JP AR deprived I !AF of timpoJrtant pirecnsiioirn approa<eh aii<dl. 
during incliement weatllleJr. Due to change ii.nu lindl!lctfton pfall1 @:!f <ililllle 
iradall.", imrastrlllldumre wJirth ~2.23 Cll"ore cll"ea11:e«ll foll." homing of the 

I 

iradall."S at two statfoml CQllllild. l!JlOt be UlltniJ.zefill for 1tlhle ftml.ttended 
pUtlrJPl([)Se. JHIAJL allso c@lllltilimu.(ffd ti:® depe.ll1d on OEM foll" irepaD.!is <dl.m~ to 
noll1lc avaniabl11l.lity of irepali~ facility at JHIAJL foir these Ra<diairs. 

I. 
I 

I 

Precision Approach Radar (JP AR) is used to facilitate landing of aircraft during 

poor visibility and bad we*ther conditions. Ministry of Defence (Ministry) 
I 

concluded (March 2002) a c~ntract with HAL, for the procurement of 17 PAR, 
I 

indusive of 13 static and fotjr transportable radars, at a cost of ~193.10 crore. 
I 

HAL coUaborated with Mis HAR Italy (OEM) for supply of five static radars 

to !AF in fully furnished cdndition, between .JTuly 2003 and March 2004 and 
\ . 

the remaining 12 radars were to be manufactured by HAL under transfer of 
I 

technology (ToT). Out of [ 7 radars, 15 were meant to replace 12 existing 

obsolete radars and three deJommissioned radars and the remaining two radars 

were to be used for ne4 induction. Mention regarding . the delay in 

replacement of obsolete and decommissioned radars was made in the 

Paragraph No. 2.2 of CAG's Audit Report No.CA 5 of 2008. fu their Action 
i 

Taken Note (August 2011), Ministry, while accepting the delays in acquisition 

of radars, stated that the exisbg decommissioned radars were being utilised to 

assist the aircraft for safe 1. landing although this adhoc arrangement had 
I 

limitations and was not as ~fficient as PAR. As a follow up to Ministry's 
I 

response on delay in acquisition of radars, Audit scrutiny during the year 2012 
I . 

revealed the following: 
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I. Nm:n-availlability of repair facilities at HAL 

As part of the collaboration agreement entered into by HAL with the OEM, 

HAL was to avail of ToT from OEM for setting up of 'Depot' 15 level repair 
I 

facility for repair of critical items of these radars. However, the repair facility 

could no~ be set up (September 2013) as no separate funds were allocated by 

Ministry! for establishing the same at HAL. We further observed (August 
2012) t1lat HAL was dependent on OEM for repair of spares, causing 

inordinate delay in the repair of unserviceable items thereby adversely 
! 

affecting operations. 

II. J.1lll."ocurement of additional PAR 

IAF hadiplanned (August 2012) for procurement of additional 15 PAR as new 

inductioh as wen as replacement for the radars which were being declared as 
I • 

obsolete!. These addi_tional radars were required to be supplied by HAL by 

2015 in ia phased manner. Even though, Acceptance of Necessity (AoN) for 

procurei:hent of eight PAR was accorded by the Defence Acquisition Council · 

(DAC) ili January 2006, the Request for Proposal (RFP) to HAL had not been 

issued (March 2013). The reason for delay in finalising the RFP as stated by 

Air HQI, was due to their apprehension (August 2012) in procuring these 

radars ~gain from HAL because of the problems encountered by IAF in 

implementation of the contract signed in 2002. 

ID. Change in induction plan 
I . 

As per the approved induction plan, 17 PAR procured under contract of 2002 

were to be inducted at AF bases. We observed (January 2013) that the 

inductidn plan of one PAR (static) was changed twice as discussed below: 
I 

"" fu January 2005, a PAR (static) meant for Air Force station 'A', was 
I 

:relocated to AFS 'B' due to induction of fighter aircraft at the station. 
I 

1With the induction (March 2006) of fighter aircraft at the base, the 
I 

;installation of PAR had become an urgent operational requirement as 
I 
ithis base experiences adverse weather conditions for atleast six to 

1
seven months in a year. For installation of the radar, sanction for 

15 Depot level = Setting up of Repair/overhaul facilities at HAL 
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creation of infrastructure was accorded (March 2007) by the Central 

Air Command at an estimated cost of ~l.86 crore. Contract for the 

work services W<,tS concluded (December 2007) at a cost of 

~l.74 crore. Howe,ver,:the work commenced in January 2008 with the 

PDC16 as October 2008. 

e While the work •services were in progress, Air HQ decided 

(December 2008) te> re-locate the radar to AFS 'C' due to operational 
i I 

reasons. Air HQ, however, decided (December 2008) that work 

services already commenced at AFS 'B' should continue till 

completion of the \\lork. B:owever subsequently, the work services was 
I 

foreclosed in June 2011 without completion of the same due to the 

consideration that as and when the new PAR equipment is procured 
I : 

for AFS 'B', fresh work services may be initiated depending upon its 
I 

type and make basetl on the instruction of the CF A. An expenditure of 
' . 

~l.62 crore had already been incurred on the work services. In place 
I ' 

of the earlier PAR static version, IAF proposed a PAR transportable 

version for AFS 'B' to be procured under Phase-II. As a result, an 

expenditure of ~1.62 crore incurred on work services, was rendered 

infructuous since th'.e work services created could not be put to use 

because the static radar meant for AFS 'B', was shifted to AFS 'C'. 

o For installation of radar at AFS 'C', Administrative Approval was 

accorded (October 2009) by HQ WAC at a cost of ~0,49 crore, 
I 

subsequently revised to ~0.61 crore in October 2011 due to change in 

the scope of work. The radar and associated equipment were received 

at AFS 'C' between, July 2011 and May 2012. Though the PDC for 

installation of radar was June 2011, the radar could be installed only :in 
I 

July 2012 due to late receipt of radar equipment/shelter and DG sets. 

We observed (July 2012) that even though there was no fighter squadron 

available at AFS 'C' 1(since December 2011), it was proposed 

16 PDC = Probable date of completion 
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(December 2009) by Air HQ to install a radar which involved creation of civil 

assets worth ~0.61 crore. We further observed (August 2012) that due to 

non-availability of the fighter squadron at AFS 'C', the radar along with 

associated civil assets could not be put to use (August 2012). 

On being pointed out by Audit (January 2013) regarding changes in induction 

plan, Air HQ stated (March 2013) that the induction plan was changed in view 

of the degraded serviceability status of the existing PAR at AFS 'C'. Air HQ 

further added that preference was given to replace the existing vintage radars 

at strategically important airfields rather than induction at de-nova locations. 

ln response to further query (December 2013), Air HQ stated 

(December 201 3) that fighter squadron has not been inducted at the AFS 'C' 

(November 2013). 

The reply furnished by Air HQ is not acceptable as AFS 'B' was also 

considered (January 2005) strategically important at the time of re-locating the 

radar from AFS ' A' keeping in view the existence of fighter squadron at 

AFS "B' and adverse weather conditions at the station for at least six to seven 

months in a year. The absence of precision approach landing aid adversely 

affects the operational capability of the base during the inclement weather. 

Thus, acquisition of critical Precision Approach Radar has been inordinately 

delayed. In addition, due to change in location of one PAR, infrastructure 

worth ~2.23 crore (~1.62 crore + ~0.61 crore) created for housing the radar at 

two stations could not be utilised for the intended purpose . Besides, HAL 

continued to depend on OEM for repairs due to non availability of repair 

facility at HAL for these Radars. 

The draft paragraph was issued to the Ministry in July 2013; their reply was 

awaited (December 201 3). 
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Works Services 

3.5.1 Introduction 

Airfield is an area of land: comprising runway, taxi-tracks, dispersals, blast 

pens and ·entire zone of safety. surrounding the area which is used for the 
I 

operation of the aircraft. Runways are paved surfaces intended for takeoff and 

landing of aircraft. The nur±iber and orientation of runways at an aerodrome 

win depend upon the volume 9f traffic, runway occupancy time and 

climatological data on surfa~e winds. The runway surface should provide good 
braking action and co-efficient of friction under an surface conditions. 

The runway should be able fo withstand the aero planes it is intended to serve. 
Blast pens are used for housing aircraft and protecting them against enemy 

attack. 

3.5.2 Organisational set-up 

Directorate of Air Force Works headed by Assistant Chief of Air Staff 

(Air Force Works) is respqnsible for co-ordin.ation and formulation of aU 

works services, related poliqy matters and to oversee planning, prioritization, 

processing, sanctioning and ~execution of work services in the Air Force. As 

regards runway resurfacing projects, the Directorate is required to obtain in

principle approval of Minisw-y of Defence (Ministry) as per the roU:i.ng plan. 

These works are sanctioned as special projects over and above Annual 
Maintenance Work Progra~e. Processing of individual runway resurfacing 

projects is to be done as per the provisions faid down in Defence Works 

Procedure (DWP). SEMT17 Pune, is the specialized agency on 

recommendations for projects from technical angle for consideration by the 

Board of Officers convened for assessing the requirement of work services for 

runway resurfacing. 

17 Soil Engineering and Materia11Testing Wing underCollege of Military Engineering Pune 
I 
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3.5.3 Audit Objectives 
' 
I 

Audit was conducted with a view to ascertain:-
1 

1) \fhether supporting infrastructure for smooth operations of runways ' 
"Had been made available at the right place and at the appropriate time. 

I 

2) Whether work done by MES authorities was properly planned, 

~xecuted and made available to the user in time and as per the 
I 

operational requirement. 
3) · ~ether works executed by MES were without time and cost overruns. 

3.5.4 .Audit Criteria 
I 

Sources !Of audit criteria adopted were: 

i . 
~ Manual of Air Force Works, Land and Quartering. 

~ Engineer-in-Chiefs (E-in-C) technical instructions for siting and lay 
~ut of new airfields. · · . 

~ i;>rovisions of the relevant Defence Work Procedure. 

~ !f ime schedule for post administrative planning and execution of works 
issued by Ministry in April 19S6. . 

3.5.5 · Scope and Methodology ·, ;. 
I . 

Resurfa~ing of runways is being undertaken· as a special project work since 

2008 w:ith at least five runways required to be taken up in each year for 
. I . 

resurfacing with an aim to ensure availability of requisite standard of runway 
I . . 

and as$ociated surfaces for smooth operations: As of November 2011, 

resurfading on ten runways was under progress. Audit scrutinized records 
I 

pertainipg to all the ten runway resurfacing projects (value ~693.39 ctore). In 

additio~, records pertaining to one Airfield Lighting System ~6.61 crore), one 

Airfield Drainage System ~4.45 crore) and two Blast Pen works 
I 

(value ~26.39 crore) were also scrutinised. A test check of the Statement of 

Case, Board of Officers (BOO) proceedings, Administrative Approval (AA) 

Registe~s, Contraet files, Paid vouchers and Progress Report of the works as 
I 
I 
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well as Expenditure for th1per;iod2009 to 2012 was carried out in the selected 

Air Force Wings and M11S °:nits/formations in Western, Centrall; .Southern, 
South Western and HQ; Training Commands during the period from 

April 2012 to February 2913. Audit Methodology adopted involved issuing 
questionnaires, audit memos and scrutinizing cases at Command/Wing/MES 

formations, scrutiny of St~tement of Case indicating the user requirements, 

scrutiny of AA issued by MoD/ Air HQ for creation of infrastructure and 

scrutiny of quarterly/monthly progress reports of the works with regard to 
I 

achieving the target date arid cost of the project. 
I 

3.5.6 Audit Findings . 

We observed (April 2012 to February 2013) that there were delays in 

sanctioning of works for runway resurfacing and blast pens, changes in design 

after sanctioning of works involving time and cost overruns, poor or 

sub-standard quality of civil work executed by MES at many places, leading to 

rectification/ repair of defects at additional costs besides delay in availability 

of infrastructure to the users which ultimately had an impact on their 

operational preparedness. Details are discussed below:-

3.5.6.1 Runway resurfaFing works 

(A) Delay in sanctio~ of works 

After examination and approval of the Statement of Case put up by the users 

for demand for planning of new works the Competent Financiall Authority 

(CFA) is required to converle a Board to examine the various features as given 

of the new works proposal; and the need, if any, for compressing the normal 

timeframe of carrying out the works. Appendix 'F' read with Para 31 (e) of 

DWP, further lays down that any work should be sanctioned within 28 weeks· 

from the date of completiorn of the Board Proceeding relating to the work. 

We observed during audit :scrutiny (February 2013) that MoD took 65 and 

45 weeks in according AA (Administrative Approval) in two AF Stations 

(Nal and Leh) as against th~ laid down timeframe of 28 weeks from the date of 
completion of the Board Prqceedings. 
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I 

The delay with regard to the runway at AFS Leh which was last resurfaced in 

1990, is noteworthy as this is the highest operational airfield in the world and 
the land ~outes to this region are blocked during winter months. Therefore, the 

runway !torms. the backbone for the entire region for operations, winter 
i 

stocking/and air maintenance. The runway is also used by civil aircrafts. 

I 
The issue regarding delay in work sanctions was referred (February 2013} to 

I 

Air HQ. !However, no reply was received (December 2013). 

(B) DeHay in Execution 
I 

AFSL~h 

Leh is ~ notified operational area and as per operational works procedure18 

I 
read witµ the Directive on management of operational works issued by the Air 
Headquarters in June 1999, the Commander in the operational area is 

competent to order execution of operational work warranted by military 

situatiod.. As the existing runway at Leh was prone to flash floods due to 
I 

melting pf snow during the summer months, the runway was not fit for fighter 
i 

operatio
1
ns. Accordingly, in July 2006 a Board of Officers (BOO) 

recommended provision of an airfield drainage system at the earliest for 

prevention of flash floods in view of the operational and strategic importance 

of this Jnneld. Air Officer Commanding-in-Chief (AOC-in-C), Western Air 
I . -

Comma.pd therefore, invoked operational works procedure (September 2006) 

and sanctioned ~4.45 crore, for a drainage system to arrest this problem. Chief 

Engine¢r (AF) Udhampur concluded a contract in April 2007 at a total cost ·Of 

~3.27 ~rore with PDC19 as April 2008. However, the contractor did not 
I 

unded:afe the work with due diligence and despite extension of the PDC up to 

September 2010, the work had progressed up to 43 per cent only till 
I 

July 20'.10. Due to doud burst and flash floods on the night of 516 August 

18 Ope~ational Works procedure authorizes sanctioning of works actually required for 
execbtion of operations in areas declared "Op Work Area" by the Government of India 
and ~e restricted to: Construction and improvement of Airfields, ALGs, Helipad roads 
and bridges, Field water supply, Ancillary buildings to tented camps and hospitals, 

I 
Shelters (but not huts) as substitute for tentage, Operational and technical accommodation 
and Field Defences whereas Defence Works Procedure is applicable to all other works not 

I 

covered under operational works procedure. 
I 

19 I 
PD<:;

1

= Probable date of completion 
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i 
2010, the runway was cov9red .with mud and stones and the under construction 

portion of Airfield drainag~ was also partially damaged. An amount of ~l .43 

crore had been paid to thd coatractor till then and the department initiated a 
I 

case for foreclosing the w0rk as the contractor was reluctant to proceed· with 
I . 

the work. 1 

i 
We observed (February 2013) that the non-completion of the operational work 

even after a lapse of six y~ars of sanction had defeated the very purpose of 
sanctiolling the work. 1

1 

I 

I . 
CE (AF) Udhampur stated (March 2013) that due to flash floods the work 

allready executed was partl& damaged and, therefore, it required a change .:in 

design under the orig:inal ~ontract Hence the work could not be completed 
within the original PDC. i

1 

i 

The fact, however, remains that the air field drainage system which . was 
I . 

conceived as an operational necessity in September 2006 was yet 
I 

(March 2013) to come up a~ the Station. 
! 

AFSNail 
I 

I 

The main runway at the Sdtion was last resurfaced in 1991. SEMT JPume, had 

recommended resurfacing I of runway in March 2009 stating that . all the 

facilities in the airfield were structurally inadequate. The findings of SEMT 
I , . . 

were also confirmed by a ~00 assembled at AFS Nal in April 2009, which 
I 

recommended resurfacing iof the entire aircraft movement area and other 

associated/additional workS' .. Ministry sanctioned the work for resurfacing of 

runway and aircraft opetatixig areas at AFS Nal in May 2011 for 

~H0.96 crore. Thereaftet, C~ (AF) WAC concluded. a contract in 
October 2011 for ~99.43 crore w1th JPDC as February 2013. 

I 

I 
We noticed (February 2013]) that despite bad condition of the runway as well 

as other aircraft operating 1areas brought out by SEMT in March· 2009 and 

confirmed by the BOO Jsseirp.bled :in April 2009, the execution of the 

resurfacing work was delay~d by over two years due to delay in finalization of 

Board proceedings at the I Station level, issue of AA by the sanctioning 
authorities and slow executibn of work. This resulted in '~on availabiHty. of the 

· th I • f · aft infrastructure for smoo operauon o arrcr . 
I 
I 
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The_ isshe regarding delay in execution of the work was - referred 

_ (Februar¥ -2013) to Air HQ. However, no reply was received (December 

2013)~ fu response to follow up (November 2013) by audit, CE (AF) WAC, 

h~wevei, stated (December 2013) that the workwas completed in April 2013. 

The runkay arid associated structures at the base thus, continued to remain 

(up to !April 2013) unfit and structurally inadequate thereby inipacting 

operational preparedness. 
I 
' ' 

(C) Non compliance of technical requirement in works 
! 

Director1ate of Pavement at E-in-C' s Branch is responsible to advise the 

Station kct Zonal Chief Engineer (CE) with regard to the scope of work and 

propose~ design. PCN Evaluation20 report from SEMT is mandatory before 

taking up any work pertaining to resurfacing of runway. Responsibility for 

PCN21 ~valuation rests- with SEMT. PCN helps to ensure that the airportJ 

runway :ramp is not subjected to excessive wear and tear, thus prolonging its 

life. 

At two !AF Stations (Tambaram and Pune), Audit found that compliance of 

technic~ parameters viz. soil testing, pre-technical check by the pavement 
I . . 

specialist agency and adherence to other prescribed procedures had not been 
. I _-

made. ]his led to laying of premature resurfacing, and execution of additional 

works f9r repair. Details are given below: 

i AFS T?mbaram 
i 

To copy with variations :in daily and seasonal temperature of the runway 

pavemepts, which tend to become soft in summers and brittle in winters, 
I 

Indian Road Congress (IRC) in their special publication of 2002 had issued 
I 

~xtensi~e guidelines for-use of modified bitumen to enhance the road life. 
. I - . 

Accordingly Directorate of Works (Design) E-in-C's branch issued guidelines 
I . - -

(Augus~ 2002) for use of Crumb Rubber Modified Bitumen (CRMB) in place 
I 

of PolYtner Modified Bitumen. While using CRMB it was also essential to 
I 
I 20 PCN: evaluation - Evaluation of the bearing strength of the pavement and soil with 
I 

reference to load of the aircraft. -
21 PCN! - Pavement Classification Number ( A number expressing the bearing strength of a 

pavebent for unrestricted operations) 
I 
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I 

provide a good and efficieJtt surface and subsurface drainage for a long lasting 

and strong pavement. 

I 
Runway resurfacing work :at AFS Tambaram was sanctioned by Ministry in 

I . , 

March 2002 at an estimated cost of 'n..75 crore later reduced to ~6.63crore 
I !·: , 

(January 2003) as the cost bf accepted contract was below 15 per cent of AA 
I . -

amount due to use of C~ in lieu of Polymer Modified Bitumen. The work 

was completed in 2003 a~ a cost of ~5. 72 crore. Although the work was 

executed by using CRMB as per E-in-C's guidelines, yet a good sub-surface 

drainage system was not provided as observed in the study reports by the 

College of Military Engin~ering in 2007 and 2008. ·In order to rectify the 

defective work, Ministry sanctioned work services in July 2010 for 

~81.43 crore which inter aha included ~28.90 crore for resurfacing work and 

~21.23 crore for area drainage. The work was due for completion in 

July 2013. 

We observed (December 2QlO)· that the· full stretch of·runway would not be 

available for operations and1traiiring purpose, till compl~tion ~f the resurfacing 

work and the issue of non iprovision of sub-surface drainage system despite 

extant instructions, had alsotnot.been investigated. 

In response to audit query (Dec.ember 2010) on non-adherence to the E-in-Cs 

instructions of providing !a good and efficient surface and sub.:.surface 

drainage, GE (AF) Tambaram stated (December 2010) that as the runway had 

a one sided transverse slope, drainage was considered on one side of one end 

of the runway and that there was no observations to infer presence of subsoil 

water. GE {AF) further stat~d (December 2010) that during later years water 
I 

from beneath the runway had surfaced through the cracks, thus establishing 

presence of sub-soil water. 1 

Thus, had the gui~elines for providing good sub-surface drainage,. issu~d :in 

August 2002, been adhered to during the currency of .the contract, presence of 
I 

sub-soil water could have been avoided. 
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AFSPune 
' I 

Re-surf~cing of certain manoeuvering area22 at AFS Pune at an estimated cost 

of ~9 crore was recommended (October 2010) by the BOO with the 
I . 

justificapon of induction of third squadron, change in role of the existing 
squadron (Conversion Training) and phenomenal growth of civil aviation with 

adequat~ connectivity only through this area. 

We ob*rved (January 2013) that without first getting the runway evaluated 
for PC* from SEMT, AH HQ accepted the necessity and accorded AA in 

Februacy 2011 for the work at an estimated cost of~7.47 crore with a PDC of 

56 we~ks. For execution . of work, CE (AF) Gandhinagar concluded 
(Februafy 2011) a contract with Mis Mohanlal Mathrani Constructions Private 

Limited at a cost of ~5.94 crore. The work was completed by the contractor in 

August i2012 at a cost of ~6.53 crore. 

In resp
1

onse to the Audit observation (January 2013) on PCN evaluation, 
GE (P)1 Lohegapn stated (January 2013) that no PCN evaluation was carried 

out before undertaking work for execution and PCN value was designed by the 
. I 

E-in-C'is branch. 
! 

The rePiy is, however, not justifiable as the mandatory requirement of PCN 
I 

evaluation was not fulfilled prior to sanction and execution of the additional 
work. 

1 

(D) iPoor quality of work 

As per
1 
the Airlield Pavement Management system issued by Engineer-in

Chief' ~ Branch, Army Headquarters, the existing design analysis caters for a 
structural usability pavement life of 20 years. 

I 

Out o~ ten runway resurfacing projects examined in audit (April 2012 to 
Februaky 2013) the runway resurfacing work at four stations had prematurely 

I 

failed, !which led to additional expenditure on repairs besides non-availability 
of run~ays for operational and training purposes as discussed in subsequent 

paragr*phs. 
I 

22 Thd part of an aerodrome to be used for the take-off and landing of aircraft and for the 
moyement of aircraft associated with take-off and landing. 
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AFSLeh 
i 

The work on runway resurfacing was sanctioned by Ministry in March 2009 at 

an estimated cost of ~29·.39 crore with PDC of three working seasons23 . 

Subsequently change in qesign was sought by GE (I) AF/CI;: (AF) from 

E-in-C's Branch and a cbntract for execution of the work was accepted 
I . 

(March 2010) by CE at a d:ost of ~33.59 crore after obtaining revised sanction 

in March 2010 for ~34.45 crore. The work was completed in October 2011 at a 

cost of~36.12 crore. After completion of the work; it was noticed by the users 

(AFS Leh) that the runway suffered continuous degradation due to surface 
I I 

wear and tear. Temporary repairs were carried out in March 2012 by the 
contractor at no extra cost. O'n completion of the repair work, the runway 

surface was checked by the users in April 2012 after landings of a few fixed 

wing aircraft. It was found that the runway had suffered abrasions to surface 
I . 

due to tyre friction and th¢ runway was adjudged unfit for fighter operations 

by the users. The affected pbrti~n of the runway was repaired by the contractor 

in September 2012 within the defect liability period. 

i 
We observed (February f-013) that degradations were noticed again in 

I 

December 2012. Joint inspyction at Station level carried out in January 2013 

in association with General Reserve Engineer Force (GREF) revealed that to 

enhance the life of runway, additional cost of ~3 .22 crore would be required 

for temporary restoration arid ~W.21 crore for permanent measures. 
I 

- In response to the audit query (February 2013) regarding reasons for the 

defective work, CE stated (March 2013) that the surface was damaged due to 
I I 

unconventional method under which salt and other chemicals were used by 
I 

General Reserve Engineer Force (GREF) for removal of accumulated snow 

from the surface. Final decision on whether temporary restoration or 

permanent measure to repair the runway to be adopted was pending 
... I 

(March 2013) with AFS aut]\lorities. 

The reply given by the CE is not acceptable since the resurfaced runway at the 

station ·had shown degradation of surface immediately after completion of the 
. I 

resurfacing work. The subs~quent change in the design involving an additionall 
I I 

23 Leh is an extreme cold climate area and the working season remains there for six months 
(April- May to September-October) in a year. 
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expend~ture of ~5.06 crore also did not prove effective and the degraded 

runwayiwas yet (March 2013) to be made good. 

AFS B~reilly 

Resurfdcing of the runway at AFS Bareilly was carried out in March 2007 
I 

under :Bara 11 of DWP-198624 at a cost of ~35.94 crore. Two squadrons of 'X' 

aircraft/ existed at the station but the deteriorating runway surface was a dsk 
for operating these Foreign Object Damage (FOD)25 aircraft. The runway 

. surface[ started showing deterioration within three years of resurfacing. This 
I 

was observed (April 2010) by the Staff authorities as indicative of deviation 
! 

from the design ·gradation at the time of execution of the work. A BOO, 
l 

recoinmended (September 2011) work services for provision of Dense Asphalt 
I . 

Concrete (DAC) on existing surface at a cost of ~8 crore. 

We observed (May 2012) from the report on runway at AFS Bareilly 
I . 

submitted (August 2011) by CE (AF) Allahabad that the resurfaced runway 

surface had deteriorated prematurely and the runway surface was a risk for 

operating the aircraft of the two squadrons. 
I 

In reJ?lY to our audit observation (May 2012) regarding premature 
deterioration of the runway, AFS Bareilly stated (July 2012) that the BareiUy 

StatioJ is situated at the foot hills of the Himalayas in Wes tern UP and the 
I . 

climatic condition like heavy rainfall and hot weather condition could have 
resulte

1

d in deterioration of runway before its prescribed life. 

The r~ply is, however, not acceptable as the runway had shown degradation 

w:ithinj three years of resurfacing executed at site as was observed by the 

staff/engineer authorities. Further in view of the stated climatic condition, 

adequ~te safeguards should have been provided in the contract with regard to 

qualitX of work and maintenance thereof. . 

24 Para 11 of DWP - 1986 - Any local Commander may order the commencement of works 
in ,6nexpected circumstances arising from · unforeseen operational necessity or urgent 
medical grounds, natural disasters which make it imperative to short-circuit normal 
prdcedure and when reference to appropriate CFA would entail dangerous delay. 

25 
I 

Fo~eign object damage (FOD) is any da~age attributed to a foreign object FOD is an 
acrfnym often used in aviation to describe the damage done to aircraft by foreign objects. 
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In response to further audit follow up (September 2013), the AFS BareiUy 

stated (November 2013) that work services for provision of DAC fayer over 

the existing runway sanctibned (October 2012) at a cost of <14.88 crore was 

released by Air HQ and the work had commenced in October 2013. 

Thus, the runway would also be unavailable for the normal sorties during the 
period of repair. 

AFS Halwara 

Based on the recommendations of a BOO (September 2008), Ministry 
I 

accorded (March 2010) ~for extension of runway at an estimated cost of 

<98.78 crore. The work wa:.s due for completion in March 2012. The CE (AF) 

concluded two contracts CAugust 2010 and September 2011) for Runway 
' resurfacing and construction , of underground Air Traffic Controller and 
i ' • 

Runway Controller huts at <,t cost of <89.72 crore and <l.96 crore respecbvely. 

While the work was in progress, the resurfacing work failed prematurely 

(March 2011) due to deviations from the design prescribed by the E-in-C's 

branch in May 2009. The defective work was inspected in July 2011 by 

E-in-C's branch who direcilid the CE to adopt either the revised design of July 
I . 

2011 or the original desig~ of 'May 2009. Garrison Engineer (GE), however, 

recommended (August 2011) adoption of design of May 2009 with additional 

financial implication of <LCi>2 ctore. 

We observed (October 201!2) from the observations made after inspection of 
I . fu 

the runway resurfacing w9rk by GE (I) P (AF) Halwara (14 September 
I 

2011), that the average thi~kn~ss of flexible portion was 168 mm as against 

the desired thickness of 205 mil and that of Dry Lean Concrete (DLC) was 
' . 

120 mm against the desirable 150 mm resulting in loss of <3.74 crore. The 

report, however, was withdfawh on 26fu September 2011 at the behest of CE 

(AF) Palam (16fu Septemb~r 2011) stating that the inspecting officer's role 

was advisory in nature and ro ((Xecutive powers were vested under CE orders 

(August 2011). Thereafter, l CE, Western Command, Chandimandir ordered 

(March 2012) to convene ai Technical Board to investigate all matters related 

to quality of work, thickrless · of various portions of runway. Complete 

checking of the runway wbrk was also carried out by SEMT in September 
I I 

2012. 
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Kn reply i to the audit observation (October 2012), Chief Engineer (WAC) 

Palam stkted (November 2012) that most of the defects have been rectified by 

the con~actor and the rectification was being done at contractor's cost. 

CE furttler stated that the reports of the Technical Board as well as SEMT 

were aw1uted (November 2012). · 
I 
I 

The repl~ is, however, not acceptable as it is silent on our observation relating 
I 

to poor workmanship and on the recommendation of investigations carried out 
I 

by SEMT and Technical Board and action taken thereof. 
I 

The fac~ remains that the required thickness of runway resurfacing was 

deficient and the design prescribed by E-in-C's Branch :in May 2009 was not 
I 

adopted immediately on commencement of work in December 2010 and was 

adopted only in August 20U by the GE, which not only resulted in loss of 

~3.74 crore but also rendered the runway unavailable for flying. 
! . 
' 

AJFS B~mrauli 
i 
I 

The n~cessity for resurfacing of runway and · aircraft operating 

surface/~avement at AF Station Bamrauli was accepted by Ministry and work 

was sanbtioned (March 2010) for ~61.12 crore to be completed in 24 months. I . . 
CE (AF) Allahabad concluded a contract (September 2010) for execution of 

I 

the work at a cost of~48.0l crore with PDC as October2011. 
I 

We obsfrved (August 2012) from the Tour Notes (February 2012) of visit by 

the Ad9itional Director General Technical Examination (ADGTE) (Engineer

in-Chief s Branch) to AFS Bamrauli that the work was sublet by the contractor 

and thej quality of the resurfacing work on the runway and taxi tracks was 

found t@ be defective since the Pavement Quality Concrete (PQC) was not as 
h I ifi . pert e contract spec JLcatlons. . 

Jn rep!~ to the audit observation (August 2012), CE (AF) Allahabad stated 
(June 2p13) that the matter regarding subletting of the contract was under 

examinMion and that the defect rectification work was in progress. 
I 
I 

The reply is however not acceptable as the stated corrective action in itself is 

indicati~e of the fact that there was negligence in supervision of the work by 
! 
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the MES in view of deviations from the contract specifications and subletting 
of the contract. 

3.5.6.2 Construction of Blast pens 
I I 

Blast Pens are required for 
1

housing aircraft and protecting them against enemy 

attack. We observed (September 2012) that while the suitable blast pens for 

'X' airpraft were not ayailable at AFS Bareilly, the blast pens were 

construc!ted at AFS Nal ~nder Para 11 of DWP to meet the operational 

requirement. The blast pens so .constructed at Nal could not be operationalised 
. ' . 

due to defects in constructi~n. Details are given below:-

AFS Nal 

Four Standard Size 'X' aircraft Blast pens and connecting loop Taxi Track26 

at AF Station Nal were santtio~ed by the Station Commander, AFS Nal undeir 

Para 11 of DWP-1986 in February 2003 for ~24 crore. The work was 
I . . 

completed (September 2005) at a cost of ~16.55 crore, by Military Engineer 

Authorities but immediatel:x thereafter defects were noticed by the BOO in the 

connecting dragon loop27 a.Jd lince tarmac28 constructed simultaneously under 
this contract. The matter was taken up by AFS N al with MES in October 2005 

I ' 
following which the CE Palam (CE) directed the GE (AF) Nal for early 

rectification of the defects:. In response, 55 slabs were recast/ repaired in 
I , 

December 2005. CE deputed (November 2005) an inspecting officer to carry 
I . 

out inspection of the newly constructed blast pens and connecting services. 
I ' 

Based on the report (December :2005) of the inspecting officer, CE had opined 

(December 2005) that the yracks were limited to relatiyely small number of 

slabs and rectification wor~ was already being attended to by the concerned 

executives and would be ~ompleted by January 2006. The pavement was 

accordingly declared (December 2005) fit for use and the surface was taken 
I 

over for operational use then. 

We observed (September
1 

2012) that in August 2008, HQ Western 

Air Command (WAC) had ordered a Court of Inquiry (COI) at AFS Nal to 
I 

26 Taxi track (taxi way) is a patq on an airport connecting runways with ramps, hangars, 
terminals and other facilities. [ 

27 Connecting the Aircraft Parking Area with the Blast Pens 
28 Parking Area of Aircraft 
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inquire :into the circumstances under which deterioration of recently 

constructed dragon loop and lance tarmac took place. col assembled in 

Februzj 2009, had confirmed the faults. Subsequently, COI reassembled in 
I . 

April 2010 and opined that the inspecting officer be questioned with regard to 

the basi~ on which the inspecting officer had declared (December 2005) the 
I 

pavemed.t fit for use. Even though COI was yet (September 2012) to be 
. I . . 
finalized, HQ WAC directed (April 2011) CE (AF) WAC Palam to take 

I . . 
suitable :action against Military Engineering Services (MES) persorinel and 

rectify ~e defective work at the cost of the defaulting contractor. However, 

we observed (September 2012) from the proceedings of BOO (April 2009) 

that the tesurfacing of dragon loop and lance tarmac was projected in the work 

subsequ~ntly sanctioned (May 2011) for resurfacing of runway and aircraft 

operating areas at AFS N al. 
' 

In respobse to our audit observation (September 2012) regarding deterioration 
. I 

of dragqn loop and lance tarmac, AFS Nal stated (September 2012) that the 

deterior~ted portion as observed during handing/ taking over stage (December 
' . 

2005) w
1

ere rectified by the contractor at his own cost. 
I 

The repty is, however, not correct as subsequent to handing and taking over 
I 

(DeceIQ.ber 2005) of assets between MES and AFS N al, based on the 
' 

investigations carried out (February 2009 and April 2010) by COI, HQ WAC 
. I . . 

had or~ered (April 2011) rectification of defects at risk and cost of the 

defaultiJiig contractor. 
I 

In resp~nse to farther follow up (November 2013) by audit, CE (AF) WAC 

Palam s
1
tated (December 2013) that work relating to provision of resurfacing 

of run,ay and aircraft operating areas at AF station Nal had been completed 
(April 2

1

013). 

The fact remains that blast pens constructed in 2005 at a cost of ~16.55 crore 

could n~t be operationalised as the connecting dragon loop to these blast pens 

construbted simultaneously were not functional due to being defective· till the 

reparr work got completed in April 2013. 
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AFS Bauremy 

The existing 35 blast pens at AF Station BareiHy were smaller in size and were 
I ' 

thus unsuitable for undertapng special operations of 'X' aircraft. Therefore, it 
I •. ·, 

was proposed by AFS BareiHy to construct two RCC double entry blast pens 

with allied facilities and e4temal services at the station. Accordingly, Arr HQ 
I I 

accorded (October 2008) AA fpr construction of double entry blast pens at an 
. • "" I esnmated cost of ,9.84 crore with lPDC as October 2010. The work was not 

I : . 
taken up for execution as the rates adopted in the AEs by MES were on lower 

I I 

side which were prepared keeping in view the basic plinth area rate for the 

blast pen which could not hde~uately .cover the realistic cost of pens. CE AF 
I ' 

All~abad submitted (Octo
1

ber \2010! _a Statement of Ca_s~ for revision ~f the 
sanctn.on to ~18.53 crore ct1r1e t~ ruU1c1pated upward rev1s10n of cost estimate 

beyond tolerance limit w:ithput bbange in the scope of work. 

I : 

We observed (July 2011) ~ati MES had failed to prepare the estimates for 
I I 

~onstruct~on of two doublej entjy blas~ pe~~ correctly which resulte~ in delay 
m execution of the work and non-avadab:i.lity of blast pens for parking of the 
aircraft. I . 

1, 

In response to our audit oJser\ration (July 2011) regarding non-execution of 
I 

the work services against the ~anction of October 2008 and as to where the 

aircraft were being parked, WS BareiUy stated (July 201 O that the blast pens 

were be:i.ng constructed forj saf~ty of aircraft during war and emergency and 

the aircraft of both the squa~ons were being parked in hangers. 

I 
During further follow up by audit (November 2012) AFS BareiUy stated 

(November 2012) that th~ w?rk services for New Generation Hardened 
Aircraft Shelter (NGHAS) had '.been finalised and directions had been issued 

to Command HQ to project jthell:- requirement for the NGHAS and hence issue , 

of administrative approval ~or ~e work relating to the two double entry blast 

pens was not required. AFS Ba'reilly also intimated that the work with respect 

to double entry blast pens ras 1foredosed (May 2012) on the instructions of 

Air HQ. fu response to further aud:i.t query (September 2013) on the status of 

work services for NGHAS\ AFS Bareilly stated (November 2013) that the 
I , 

work had been approved lby A:i.r HQ in the Annual Major Works Plan 
(AMWJP) 2013-14. i 
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The reply in itself is .indicative of the fact that due to non availability of blast 

pens at/ the base, aircraft continued to be parked in hangars with less protection 

(November 2013). 
I -
I 

3.5.6.~ Airliel(l Lighting System 

Airfielh Lighting System (AFLS) is an important operational and flight safety 
i . 

requirement for any aerodrome where flying is imperative at night as well as 

during\ poor visibility conditions. AFS Leh undertakes dawn to dusk air 

maint~nance operations by medium and heavy transport aircraft apart from 

helicopters. Night operations were being carried out by 'Z' and 'W' aircraft in 
I 

this aVfield -during moon phase and fighter aircraft were also used from 
I 

Leh Airfield during activations. In absence of the AFLS, the runway lighting 
was ~eing achieved by using solar goose neck flares which was. time 

consmping and involved great effort. In view of the continuous ,requirement 

qf night flying at the base, installation of AFLS was conceived 

(Dece~ber 1999) as an operational and flight safety necessity. 

i 
Our s,crutiny (June 2010) and further follow up (August 2012) at AFS 

Leh r~vealed that the BOO for the AFLS was initiated in December 1999 and 

finali~ed in June 2003 at a cost of ~4.39 crore but the sanction for the work 

was issued only in January 2008 at a cost of ~6.61 crore. The work was not 
I 

released (upto August 2012) for execution though AFLS stores worth 

~0.89 lcrore required for the project were allotted in 2003 and received at AFS 
Leh irt May 2006. 

J 

AFS Leh stated (June 2010) that the work was notreleased for execution and 

the issuance of fresh AA for the work was pending with Air HQ. It further 
I 

stated/ (August 2012) that the project had been closed and included in the 

project for Modem Air Field Infrastructure (MAFI)29 Phase II which would be 

taken /up for sanction after work on 30 airfields in Phase-I was completed. The 

stores) costing ~0.89 crore received for the project were therefore allotted 

(September 2009 to January 2010) to other Air Force units and no expenditure 
had b~en incurred on the project. : 

I 

I 29 MAFI is a project under which various facilities including new generation Air field 
Li~hting System are to be installed at the various airfields. 

74 



Report No.4of2014 (Air Force and Navy) 

However, the fact remains that despite a lapse of 13 years since initiation of 

requirement for the work, ~S Leh was yet (August 2012) to be equipped 

with a proper lighting syste~ which had imposed limitations on night flying 
thereby impacting operational preparedness of the base. 

3.5.6.4 Conclusion 1 

We observed that there were delays in sanctioning of works at two stations. 

Runways 3:t three stations :we:ue not fit for operation of fighter aircrafts. 

Runway at one Station was aiso prone to damage due to floods during summer 

for which a proper drainage system although sanctioned as an operational 

work has not come up at the station despite delay of seven years. At another 

station, operation of aircfaft was risky due to· FOD problems and 

non-availability of Blast Pe~s for parking of aircrafts. There were cases of 
I 

delays in sanction and execution of works especially due to change of design 

sought after sanction for works. In most of the cases, the. work executed by the 
contractors . was of substandard quality while supervision done by MES was 

also poor. The Blast pens 1constructed in 2005 at a station could not be 

operationalised due to defective construction of connecting dragon loop. 
I 

3.5.6.5 Recommendations 

~ In order to avoid tiniy and cost overruns, user requirements should be 

spelt out clearly prior, to convening of BOO to avoid frequent changes 
I ' 

· in design after sanction and during execution of works. 

• Effective and technical supervision and onsite monitoring of runway 

resurfacing projects l\[lay be ensured by E-in-C's branch for timely 

completion and execupon of quality work. 

@ E-in-C's Branch should ensure that the designs for runway resurfacing 

are varied as per the geographical location of the Station. The designs 

made by them should contain a certificate to this effect. 

I 

fj) Sanctioning authority should ensure that time frame prescribed in 
rules/manuals is obs~rved for effective planning, co-ordination and 

execution of the projeets. 
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• IAF may aJso carry out timely impact evaluation of the existing airfield 

infrastructure to ensure that operational preparedness is not adversely 

affected. 

The draft paragraph was issued to the Ministry in July 20 13; their reply was 

awaited (December 20 13). 

3.6 Blocking of funds due to improper planning and 
execution of work 

Deficient planning and execution of work delayed the re-routing of 
electrical lines. As a result, the work was no longer required by Air 
Force which led to blocking of funds of ~6.14 crore. 

Mi litary Engineer Services (MES) Regulation stipulates that when the 

necessity fo r a project has been accepted, a siting board will be convened to 

draw up a detailed Jay out plan and prepare an approximate esti mate of the 

cost. If the proposed site encroaches or in any way affects the civil department 

roads, lands or interests, the sanctioning authority should obtain the consent of 

the authority concerned. The concurrence of all departments will be obtained 

during all stages of the proposal and will be eventually recorded in writing 

upon the fi nal layout plan. In contravention of these provisions, Air 

Headquarters (Air HQ) sanctioned (April 2005) a work without obtaining 

necessary consent from other entities30 that led to blocking of funds amounting 

to ~6. 1 4 crore with a State Electricity Board as discussed below: 

Air Force Station, Thanjavur started functioning from March 1990. Two 

concrete runways of 1942 vintage exist at this airfield. A survey was carried 

out around the airfield in 2003 with an objecti ve to stage combat aircraft 

squadron operations at the station and to improve aerial connectivity of thi s 

area. The survey indicated that three EHT/HT/L T31 lines were passing through 

the approach of run way which were considered as an obstruction to the safe 

operations of the aircraft. In September 2003, a Board of Officers (Board) 

recommended re-routing the overhead EHT/HT/L T lines on priority at an 

30 Other entities : TNEB, State Government (RDO and Tahsildar) 
3 1 High Tension Po les and Cables 
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i 

estimated cost of <3.67 cro~e as furnished by the 'familnadlu Electricity Board 
('fNEB). 

The Board proceedings wete sent to Air HQ by HQ Southern Air Command I , 
(SAC) in November 2003. ~s per the Board proceedings, the RD032 andl the 

'fahsildar, Thanjavur had cqmntltted to the 'fNEB authorities that they would 
I I 

obtain a No Objection Certi1f:i.cat~ (NOC) from the landowners and would also 

ensUI"e that the villagers wtuld
1 

not take legal option and that as and when 

required, 'fNEB would apply its conditions and file required caveats. 
I 

Assurance was also given as p¢t the stated Board Proceedings by 'fahsildar, 

Thanjavur to the TNEB t~at the 'fahsildar and the RDO would sort out 
disputes, if any. 

We observed (July 2009) in ~udit that Air Headquarters (Air HQ) accorded an 
I 

Administrative Approval (AA) in April 2005 at a total cost of <3.67 crore aftet 

a lapse of 17 months. IAF luthorities attributed the delay in according AA to 

various agencies who were jinv9lved in finalizing the work. As a result of 

delay in according AA, 1[NEB revised (August 2005) the estimates to 

<4.37 crore based on 20~5-0:6 rates. Accordingly, the revised AA of 

<4.37 crore was issued (Jun~ 2006) by Air HQ and the work was released for 

execution (June 2006) to 'fNEB as a Deposit Work. Although an advance I , 

payment of ~OA3 crore t6 'fNEB was released (January 2006), TNEB, 

however, did not commencb the work and insisted for release of the full 

amount and accordingly full jam0unt of <4.37 crore was deposited by MES in 

October 2006. Subsequendy1 the AA was further revised (February 2008) by 
3F I . 

Air HQ to ,6.14 crore base<i on 2007-08 rates (May 2007) and the balance 
I ' 

amount was paid by the MES to TNEB (March 2008). TNEB commenced the 

work in March 2008. Howeter, )t was noticed that the ·work did not progress 

due to litigation between la.rid owners and the TNEB as the local villagers 

resisted faying of the pHons bn their land and thereafter obtained a stay order 
I 

from the court. 

On the matter regarding inordin~te delay in completion of the project being 
pointed out in Audit (Maich ,2013), HQ SAC stated (June 2013) that 

I 

Command Works Officer, i HQ SAC had requested (November 2012) 

I 32 RDO - Revenue Divisional Officer 
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I 

Chief E~gineer (AF) Bangalore to study the contract agreement with the 

TNEB fbr the cancellation of work on the ground of inordinate delay and 

intimate the legal action for taking up the refund of the deposited amount. HQ 

SAC fuber added that the CE AF had asked (January 2013) the GE 

ThanjavJr to forward the details of work executed by the TNEB along with 
I 

details of expenditure incurred item wise. 

I 
We furtller observed (May 2013) that the final decision on closure of »'ork had 

not bee~ taken (May 2013) resulting in blocking of funds amoJnting to 

~6.14 crbre with TNEB since March 2008. 
i 
I 

I 
HQ SA~ in its reply stated (June 2013) that the TNEB had not filed any 

appeal tb get the stay vacated despite instructions by the District Collector to 
I . 

pursue ~e case for early vacation of the stay order. 

i . 
The reply lacks justification as it is silent on compliance of terms of the MES 

! 
Regufat~on, whereby ][AF/MES being the sanctioning authority are required to 

obtain the consent of the District Revenue Authorities in respect of obtaining 
I 

the NOq: by them from the land owners and record the same in writing on the 

final la~out plan. Further, IAJF/MES also failed to ascertain before release of 

funds t9 the TNEB whether the requisite NOC had been obtained by the 

District Revenue Authorities from the land owners. 
I 

i 
I 

We a1s9 noticed (June 2013) that as per the conditions stipulated in the AA of 

April 2005, an agreement was to be signed between the TNEB and MES 

besides !signing of an "Indemnity Bond" by the TNEB. However, the TNEB 

had refµsed (December 2006) to sign either the Indemnity Bond or the 
I . . 

agreement on the ground that normally only an undertaking is obtained from 
! . 

all the Government organizations/Private/Public Sectors whenever works are 

carried ~ut on DCW33 basis. The reasons given by the TNEB were accepted 

by the IAF/MES even though non-signing of the agreement/non-execution of 
I . 

Indemnity Bond was in contravention of the provisions :i.n the AA. 
I 
! 

33 D I . C "b . ep0s1t ontri utlon 
I 

Works 
I 
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Thus, deficient planning a'nd execution of work on .the part of IAF/MES 

resulted in blocking of fund~ amounting to ~6.14 crore from the year 2008. 

The draft paragrap.h.: _was issued to the Ministry in June 2013; their reply was 
awaited (December 2013). 1 

Miscellaneous 

Failure to obtain inco\rne . tax exemption · certificate/n.oltifi(Catfon 
resulted in avoidable pa~me~t of income tax of ~69.40 crore. 

Ministry concluded (July 2(H 0) a contract with HAL for manufacture and 
I 

supply of 40 additional AJT, aircraft for Indian Air Force (IAF) under licence 

agreement at a cost of ~64,60 crore with a delivery schedule of 72 months 

(i.e. up to July 2016). The ~ontract with Mis Hindustan Aeronautics Limited 

(HAL) stipulated that all statutory taxes, duties or levies, if payable, shall be 

paid as per actual by the buyer. However, the buyer can produce necessary 

exemption certificate to avail corlcessional duties. 

During scrutiny of contract, we observed (December 2012) that non 
I 

compliance of the provision 1of the contract resulted in avoidable payment of 

income tax of ~69.40 crore as discussed below: 

For the manufacture of the adpitional aircraft, the respective OEMs34 of 

aircraft and aero-engine c~arged licence fee and royalty amounting to 

~231.30 crore. HAL in tum charged licence fee and royalty from IAF 

amounting to ~300.70 crore which was inclusive of 30 per cent ~69.40 crore). 

towards income tax liabilitx. Out of ~69 .40 crore paid to HAL towards 
I 

income tax liability of OEMs, HAL charged ~55 crore and ~14.4 crore as 

income tax on account of licehce fee and royalty respectively. 
I 

34 Original Equipment Manufacturers (OEMs) =Mis. British Aerospace (aircraft) and 
Mis Rolls Royce(aero-engine)1 

79 



I 
I 
I 

Report No.4 o/2014 (Air Force and Navy) 
I 

I 

We obstfrved (December 2012) that the IAF/ Ministry. had deliberated the 

aspect df waiving off the income tax on licence fee and royalty for 

manufacture of additional aircraft in its internal CNC35 meeting held in 
I . . 

Novemb~r 2008. However, the issue of availing of income tax exemption was 

neither raised by the Ministry!IAF during negotiation with HAL held on 
I . 

30 April 2009 nor was such income tax exemption sought by IAF from the 
I 

Ministr)j of Finance (MoF) despite existence of such a provision in the 

contract/specifying that the buyer could produce exemption certificate to avail 

concess~onal duties on statutory taxes. 
I 
I 

On the issue of non-availing of income tax concessional duties being pointed 
! 

out by Audit (December 2012), Air HQ stated (January 2013) that since HAL 
I -

had intimated that the contract price of licence fee and royalty was inclusive of 

income tax, the exemption of income tax was not sought by HAL. 
I . 

Reply ±ilimshed by Air HQ is not acceptable as the responsibility for obtaining 
I 

income i tax exemption certificate rests with the· !AF/Ministry as per the 

provisidn of the contract of 2010 and not with HAL. Reply given by Air HQ is 

not acc6ptable since IAF had obtained on earlier occasion (October 2009) 
I 

income I tax exemption certificates in similar cases . from the MoF Central 
• I 

Board df Direct Taxes (CBDT) for payment of licence fee and royalty towards 

direct ~upplies contracts concluded in March 2004 and in a contract 
I . 

(Februa'rJ 2005) dealing with the licence production of 42 AJT and 51 aero-

enginesl in September 2005. 

Thus, failure to avail of income tax exemption notification/certificate 
I 

Ministr}r/IAF resulted in avoidable payment of ~69.40 crore to HAL 
I 

accmm~ of income tax on payment of licence fee and royalty to the OEM. 
I 
I 

The drift paragraph was issued to the Ministry in June 2013; their reply was 

awaite4 (December 2013). 
I 

35 Contract Negotiation Committee 
I 
I 
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Allotment of office sp3ice ito a private organization in DRDO 
premises without chargftng· llicence fee led to a revenue lio§s of!:' 
~5.67 crore to the state. : 

Centre for Study of Scienc~, Technology and Policy (CSTEP) is a private 

organization recognized by DSIR36 as Scientific & Industrial Research 
I . 

Organization. CSTEP ma~e a request to the Defence Research and 

Development Organization (DRDO) HQ for allotment of office space at CAJDR. 

Old Tech building of DRDP at Bangalore. Based on their request, Estate 

Management Unit (EMU), DRDO Bangalore recommended (July 2009) to 

DRDO HQ for allotment of ground floor office space (10,825 sq. feet) to 
I 

CSTEP for a period of three;years w.e.f. 01 September 2009 without charging 

licence fee as the CS1EP hatl worked with the DRDO laboratories on several 
i 

projects of strategic nature.
1 

DRDO HQ accepted the recommendation and 

accorded sanction (July 2009) for allotment of office space to CSTEJP for a 

period of three years (i.e. up ~o August 2012) without charging any li.cence fee 

for carrying out scientific and industrial research activities in association with 
I , 

DRDO. Even though the allotment was till August 2012, CSTEJP has not 
I 

vacated the office space so far (November 2013). 

I 

We observed that CSTEP1 had been occupying the ·office space from 

October 2007 ·even before the formal request was made. We further observed 
I . 

that there was no extant rµle which permitted aUotment of Government 

accommodation to a private organization without levy.of any licence fee and 
I : . 

we worked out an amount qf Z3.56 crore as rental value based on the rate 

prevailing in the area on ac~ou11;t of licence fee (i.e. from October 2007 to 

December 2011). On being pointed out (June 2012) by Audit, DRDO HQ 

initially approached (July 2012) CSTEP for payment of licence fee of 

~3.56 crore as worked out py audit. However, DRDO HQ subsequently 

defended (February 2013) ilieir action on the ground that the CSTEP had 

worked with the DRDO laboifltotj.es on several projects of strategic nature and 

of national importance for the~ benefit of DRDO. 
i 

36 DSIR= Department of Scientifit and Industrial Research 
I 
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The reply of DRDO (HQ) is, however, not acceptable as DRDO itself had 

approaehed (July 2012) the CSTEP for payment of licence fee. We also 

notice~ (November 2013) that the action initiated by the DRDO in 
I 

January/August 2013 for vacation of the office space and clearance of 

outstanding dues· from the CS TEP itself indicated that the allotment without 
I 

chargi~g of licence fee was not in order. 

I . 
We referred (June 2013) the matter to the Ministry, inter alia, updating the 

I 

revenue loss to the State· due to irregular occupation to ~5 crore since 

occup~tion of the premises by the CSTEP till May 2013. 

Accep~g the facts, the Ministry stated (November 2013) that CSTEP had 
I 

represented to the Raksha Mantri (RM) for allowing the licence fee free 

accomhiodation and exemption/waiver from the payment of licence fee on the 
I 

grounq that it is a wholly charitable institution and working in research 
activities in dose liaison with the DRDO. The Ministry further added that the 

I . 
RM ~ad called for a report/comments from the DRDO HQ on the 

representation given by the CSTEP and the same is yet to be finalized as 
I . . 

information is being ascertained by the DRDO from the DGDE for such other 
! 

Societies having their offices on defence land and paying lease rent/licence 
I fee. 

• I 

Ministry's reply is however silent on the regularity of allotment of licence fee 
I 

free premises. Further an amount of ~5.67 crore was still to be recovered from 

CSTEP due to irregular occupation till date (December 2013). 
I . . . 

I 
,...,,,,,..~""""'"'~~'""""'-==::-=--=~~~==="===="""""'~~ 

{lfit~J~·~l~~Ji~iiill~1it1rJsJ~l,l~I;· 
! 
I 

lLaps~ ([])!TIJ. th.e pad of CD.A, Ailr F«JJrlCe resullted ihrn Ross iniff interest to 
I 

the Governmeirnt of ~«llo95 ICJI"Olf'eo 

The cController of Defence Accounts, Air Force (CDA AF), New Delhi is 
I . 

respo~sible for the release of 'on account payments' on time to different 

organfzations and is required to watch their utilization and remittance of 
unsp~nt balances and interest earned thereon by the latter. 
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i 

Ministry of Defence (Ministry) accorded (31 March 2008) a sanction for 'on 

account payment' of ~104.!44 9rore to Mis. Bharat Electronics Limited (BEL), 
I 

Ghaziabad against committed liabibties of ongoing schemes for 2008-09, 

which was to be adjusteh against stage payments due, as per physically 

achieved milestones, agaipst contracts signed tiU March 2008. Thereafter, 

BEL was to submit a statement of interest due to the Government at the actual 

rate of interest earned by I them on the investment for the year 2008-09 to . I 

CDA AF for rendition of ij\udit Report of CDA AF New Delhi. On approval 
of the Audit Report, the amount was to be deposited as Government receipt. 

i 

The entire payment of ~104.44 crore made to BEL in March 2008 was 
I 

adjusted against stage payments by 18 September 2008. BEL submitted the 

interest calculation statemebt to CDA AF in September 2009 after a delay of 
I 

one year for vetting an<i confirmation which showed interest earned 
I 

@9.55 per cent amounting to ~3.55 crore on the investment from 31 
I ' 

March 2008 to 18 Septeihber 2008. However, no confirmation regarding 
interest so calculated, was ~eceived from CDA AF despite reminders by BEL. . I 

Pending confirmation, BEU deposited (26 May 2011) the sum of ~3.55 crore 
I • 

into Government account, Which was encashed by the CDA AF on 28 June 
2011. 

I 

We pointed out during Audit scrutiny (December 2011) the delay in 

depositing of interest due uJto May 2011 to CDA AF, as also the recovery due . I 

amounting to ~0.95 crore I from BEL on account of delayed payment of 

interest. CDA AF stated :i.n reply (February 2012) that BEL had been requested 
I . 

to calculate the interest upto June 20 U and recovery thereof would be 
intimated to Audit. 

Thereaft~r, CDA AF reque~ted (July 2012) the _Air HQ to take up the matter 

with BEL for depositing ~0.95 crore on account of delayed payment of 
I . 

interest. However, the Air HQ intimated (August 2012) the CDA AF that the 

delay in the remittan~e of i~terest by BEL was because the CDA AF did not 

provide timely confi~atioJ anc;l that during the intervening period, BEL had 
._ I • . 

kept the amount in :its curr~nt account, eaniirtg no interest thereon. Hence, it 
would not be in order td iµlpbse furtjj.~{i11~erest on BEL. 

I - ·.· 

I 
I 
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The m~tter was referred to the Ministry in February 2013. In their reply 
I . 

(August 2013), the Ministry acknowledged the loss of interest to the 

Governb.ent of ~0.95 crore and attributed the loss to lack of communication 

betweeh the agencies involved which according to the Ministry should 
I 

necessanly be avoided. The Ministry thus added that to avoid any recurrence 

of sue~ communication gap in future, necessary directions wouid be issued to 

CDAs.1 

Minis~'s reply is however silent on fixing of responsibility for the lapse. 
Furthet, relevant instructions from Ministry were awaited (December 2013). 

i 

I 

DurinJ the course of audit, instances of financial irregularities were noticed in 

differe~t units and establishment. Acting upon the advice of audit, the auditee 
I 

initiat~d necessary action resulting in recovery of ~0.70 crore in three cases. 

Each 9ase is discussed befow: 
I 

i 
Case I~ Rec«>vell."y off li!l"regwa:r paymell.ll.t of Compeirnsatory JF:ielidl 

Area A~Ilowsm.ce 

i 
Minis~ of Defence (Ministry) Orders of January 1994 stipulate that 

I . 

persorinel serving in field area and modified field area are eligible for the grant 

of Cofupensatory Field Area Allowance (CFAA) and Compensatory Modified 

Field )Area Allowance (CMFAA) respectively on the conditions specified in 
. I . . 

the Otder. As per the Orders, persrn:mel of Defence Security Corps (DSC) 

empfof
1
yed with Air Force units; are ent~ded for these allowances only if the Air 

Force personnel of these units are eligible for grant of these allowances. 
! . . 

We, Jowever, noticed (September 20io) that DSC personnel employed with 
I . . . 

46 Wing, Air Force had been · authorized payment of CMF AA since 
. I 

1 August 2007 although Air Force personnel posted at the Wing were not 
I 

eligible for grant of these concessions. This resulted in irregular payment of 

~33 ikm between August 2007 and March 2011. On being pointed out in 

I 
I 
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Audit, the PAO DSC recov~red .an amount of ~29.50 lak:h (October 2013) and 

informed (November 2013) us that the remaining amount would also be 
I 

recovered. 

Case II: Recovery on 1 account of irregular grant of Ciify 
Compensatory IAUowance 

In accordance with the rules prescribed for the grant of City Compensatory 

Allowance (CCA), the G<;wemment of India, Miri.istry of Defence in 

May 2005 authorised payfnent of CCA to Defence Civilians posted at 
I 

24 Equipment Depot (ED), ~anauri located within 8 Kms. from the periphery 

of Municipal limits of Allahabad at the rates applicable to those working at 

Allahabad, for a period of three years with effect from 1 January, 2005. As 
I 

per the CCA rules, the staffjconcerned have to reside within the qualified city 

out of necessity, that is, for ;want of accommodation nearer to their place of 
duty. 

We, however, noticed (November 2007) that IAF sanctioned the payment of 
. I 

CCA to Air Force officers/Personnel Below Officer Ranks (PBORs) posted at 
I 

24 ED on the authority of above Government sanction applicable to Defence 

Civilians even though these :officers and PBORs did not reside in the city and 
I . 

were provided accommodation at the ED. 
! 

On being pointed out in Audit (August 2008) about the irregular payment of 

~18.85 lak:h to Air Force o~ficers /PBORs during the period from 2005 to 

2008, Ministry, while accep~ing. the irregularity stated (April 2010) that the 

instructions were being issueb to Air Headquarters (Air HQ) for recovery of 

irregularly paid amount However, Air HQ took up the case with the Ministry 

(Pay/Service) in April 2011 for c.onsideration of the case and impressed upon 
: .. 

the Ministry of Finance (MoF), Department of Expenditure to admit the 

irregular payments and drop 1, the , draft para. The MoF and the Ministry had 

ruled (March 2012) the adniissibHity of CCA to Air Warrior of 24 ED as 

unauthorized and insisted for immediate recovery. Accordingly, Air Force 
' ' 

Central Account Office (AFOAO) informed (July 2012) Audit that an amount 

of ~l.02 lak:h was recovered !from the serving officers in June 2012 and an 
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' 

amoun~ of ~0.21 lakh was noted for recovery from NE37 Officers to whom the 

same h~d been paid irregularly between January 2005 and August 2008. The 
I 

AFCA© further added that recovery of an amount of ~28.27 lakh paid during 

the sadie period to the airmen would be initiated on receipt of the authority 

from Afr HQ. 

I 

In consultation with the MoF (Department of Expenditure), the Ministry, in 

AugusJ 2013, again instructed Air HQ to recover the irregular p'!:yment of 
I ?: 

CCA made to Air Warrior. "':. 

Thus, the total recovery of ~29.50 lakh has been admitted by AF authorities 
I 

for recpvery at the instance of audit. 

Case ill: 
! 

Recovery of liquidated damages 

Headquarters Western Air Command (HQ WAC) placed (April 2008) a 

Suppl)'.' Order (SO) for the development of an Air Operation System (AOS) 

on Mis NIIT Technologies Ltd, New Delhi (NIIT) at a cost of ~l.48 crore. 

As peJ terms and conditions of supply order if the supplier fails to complete 

the AOS development and implementation within 10 months, the supplier 

shall pay to the customer Liquidated Damages (LD) at the rate of 0.5 per cent 
I 

of the 1 value of SO for each complete week or part thereof for delay upto a 

maxiJum of 10 per cent of the value of the supply order. 

Devel9pment of AOS software could not be completed in time despite 
I 

extens~on of time granted thrice upto October 2010. Thus, an amount of 

~14.83 lakh (10 per cent of ~1.48 crore) was to be recovered from NIIT on 

accoui;it of LD at the time of release of payment by the HQ WAC. However, 
I 

IPA Vf AC recommended (August 2010) to HQ WAC for recovery of LD upto 
I 

a maXimum of 5 per cent ({7.41 lakh) instead of 10 per cerit while 

concufring release of second phase payment on the plea that the DPM 2006 

was in force at the time of placement of SO in April 2008. Accordingly, while 
I 

releasing payment against Phase II and ill, an amount of ~3.71 lakh 

(i.e. 5 ~er cent) was recovered by HQ WAC. 

37 NE= Non effective personnel 
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On being pointed out in audit (September 2011) that SO stipulated LD upto a 

maximum of 10 per cent, HQ WAC intimated audit (December 2011) that the 
I 

development of AOS had I been completed and deduction of LD upto a 
- I ' 

maximum of 10 per cent w~s concurred by the IF A and approved by the CF A. 

Finally, the balance amount\ of LD amounting to ~11.12 lakh38 was recovered 

from the payment made to1 the firm in March 2012. Thus, out of a total 

amount of ~14.83 lakh reco~ered from the firm on account of LD, ~.41 lakh 

was recoy:ered at the instancb of Audit. 

I 

The draft paragraph was issµed to the Ministry in May 2013; their reply was 

awaited (December 2013). 
1

, 

38 ~11.12 lakh = ~14.83 Lakh - ~3.71 lakh) 
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Faiil1llll"~ Ollll the JPlart oJr IIBIQ Ml{))]) (Navy) tl;I{]) syl!llclhmo>mse tlffie 
pll"OCl!Iltemeilllt ([J)jf SJPlall"eS wlitJht tlhl.e irefnt of a sun\bm:an!.°Y.IDJ.e C@1lllJPlilea:1J. . wJitJbl. 
<dlefay ~IlJl tlhle rlledsfollll to ]j}lll."({))Cunire 2@4 il:J1JPleS «)f spares iinn 2@@6 aft'f!:'eded 
11:lme qJali.ty all1lirll compile11:ellll.ess off tJme ll."efnt oft' tlhl.e sunbm~m'ilTil.e. Besl'ides, 
JPlll."OC®f emelillt of 8~ spares a1l: a fate:r date lied t([J) ~mm ex11:1l"a exJPlenrl!Ytl!Illl."e 
([])ff t1~1 Clr'Ollf'e. 

I 
I 

A vaila~ility of spares and yard material 1 :in time is a critical factor for timely 
. I . . 

refit of naval platforms. As per provisions of a Relevant Order, all spares 

necessk for the refit are required to be made available, on the day the refit of 

the pl~tform c.ommences at the dockyard. However, scrutiny (May 2011 and 

Septediber 2012) of procurement of Weapon and Equipment spal'es, necessary 
I 

for re:fii.t of a submarine of the fudian Navy, revealed that spares were not 

procur~d in time which in tum had a faU out on the refit of the submarine. The 

detansl are discussed below: 
I 
I 
I 

The Medium Refit (MR) of a submarine commenced at Naval Dockyard, 

Visa.Japatnam on 01 September 2004 to be completed in 36 months. 

Notwithstanding the fact that, as per provisions of a Relevant Order, the spares 
I 

should be made available on the day the refit commences at the dockyard, the 

quanttlm of requirement of Weapon and Equipment spares for refit of the 

subm~ne was finalised· and firmed up by the Directorate of Weapon 

Equipkent (DWE) as late as February 2006 i.e. 17 months after the 
comill~ncement of the refit in September 2004. This delay was also 

I .. . 
comm~nted (February 2006) upon adversely by the Chief of Material (COM), 

I 

Indian Navy. 
I 
I 
I 

Y *1-d material is the basic material used in the refit of a ship viz. steel plates, timber etc. 
I 
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· As part of the firming f P of the requirement of spares, DWE, IBQ 

MoD (Navy) c~nfirmed in.IFebruary 2~06, the requirement of 223 types of 
spares (later revised to 221 item~) for satisfactory refit of the submarine. These 

spares were meant for rhlssion critical equipment fitted onboard the 
I 

submarine. The DWE, IHQ 1'1o:P (Navy) issued (March 2006), the Request for 
Proposal (RFP) on Limited Tender basis (LIB) to which 9nly two firms 

responded (June 2006). M/sj A~miralty Shipyards, Russia was found L-1 for 

178 items and Mis Rosoboron ,Services (India) Ltd. [ROS(I)], was L-1 for 
. . I 

26 items. The total L-1 quot~s f<;>r 204 items worked out to ~56.76 crore. The 

quote of Mis Admiralty Shi~yarc.l was valid for six months, wher~as, the quote 

of Mis ROS (I) was valid I for four months. The proposal was forwarded 
(September 2006) to the Ministry of Defence for approval. 

I 

I 

As the Ministry of Defence I (Finance) found the quoted prices unreasonably 

high, it recommended, in January 2007, that the spares should be retendered. 

DWE, however, in February[ 2007 held that all the prospective suppliers for 
Russian items had been issued the RFP in March 2006 and that the 

I 

re-tendering would only ent~l inordinate delay and increase in prices, which 

would adversely affect the MR of the submarine. The proposed procurement 
I 

did not progress further tiU March 2007. 
I 

I 
Thereafter, DWE in March :2007 projected a requirement of spares for four 

I ' . 

types of highly critical items'. These spares, which were a part of the earlier 

recommended complete pro~urePient, were identified as . a bare minimum 

inescapable quantity for satisfactory completion of MR of the submarine. The 

requirement of these critical I spares was projected separately o~ing to their 
urgency, as these were Sonar it~ms which could be fitted on the submarine 

only during MR and wheJ th~ submarine is :i.n a dry dock condition. 
I . 

Accordingly, to avoid further, delay, the Ministry of Defence agreed 

(June 2007) to constitute a Co~tract Negotiation Committee (CNC). 
I 

The CNC held in June 2007, ~ccepted the rates quoted by Mis ROS (I) in June 

2006, for the spares for fourj h:ighly critical items. The case was, thereafter, 

forwarded to the Ministry @f Defence (Finance) in the same month for 
concurrence. Meanwhile, th~ fhm on the request of IHQ MoD (Navy) 
extended the validity of theJ qu~te till 31 July 2008. The Ministry further 

I 

I 
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sought Clarifications on several issues pertaining to the procurement. Finally, 

in July ~008, more than a year after receiving the proposal for procurement of 

spares, :the Ministry decided to go in for re-tendering for all the 221 types of 

spares.! Clearly, neither did the DWE heed the Ministry's advice of 

Janu~ 2007 to go for re-tender, nor did the Ministry reiterate their earlier 

decisiofi to re-tender for about two years. 

1 
i 

DWE, fnFebruary 2009, after more than six months of advice of the Ministry 

to go ~Ii for. re-tender, issued an RFP to five firms on LTE basis. Only 

M(s R@S (I) quoted. However, Mis ROS (I) quoted for only 89 types of spares 
" I 

at a coh of ~62.83 crore. fu January 2010,the Ministry of Defence concluded 
i . 

a contract for supply of 89 types of spares for delivery by June 2011. 
! 

i 
Mean"Yhile, the MR of the submarine was completed in January 2009 by using 

Minimum Stock Level (MSL) stocks; by resorting to cannibalisation of spares 
I 

from ~ld units and by carrying out repairs on unserviceable critical spares. 

Owing to this, the submarine experienced repeated failure of mission critical 
I 

systell1-s. The Weapon Equipment Depot (WED), Visakhapatnam intimated, in 

Octob~r 2012, that the Naval Dockyard, Visakhapatnam I Weapon Equipment 

Calibration Overhaul Repair Shop (WECORS) were of the opinion that the 
I 

availability of new spares is a mandatory requirement for ensuring reliability 
I 

of the !rnssion critical systems onboard the submarine. 
! 

We o~served (May 2011) that failure on the part of the Ministry of Defence 

and J¥Q MoD (Navy) to sort out procurement related issues and avail the 

opporiunity to procure 178 items of spares from Mis Admiralty Shipyards, 

Russi~ and 26 items of spares from Mis ROS (I), in June 2006, at a total cost 

of ~56.76 crore, and subsequent procurement of only 89 items of spares at a 

cost of ~54.67 crore from Mis ROS(I) in January 2010 i.e. one year after 

completion of the refit, also entailed an extra expenditure of ~18 crore vis a vis 

the q~oted rates for these 89 items in June 2006. These spares were being used 
to replenish MSL stocks at WED, Visakhapatnam. 

The tjiatter was referred (March 2013) to the Ministry. While accepting the 

facts,! the Ministry of Defence attributed (October 2013) the delay in 

deterrpination of requirement of spares for refit to the fact that the MR of the 
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I 

submarines was being und9rtaken in India for the first time. The Ministry 
further stated that although they had advised the DWE, lliQ MoD (Navy) in 

I 
January 2007 to go in for retendering, however, keeping in view the criticality 

of spares especially those fo~ dry dock phase, they accepted the proposal of the 

DWE, lliQ MoD (Navy) fdr conclusion of contract for these critical spares. 

However, the contract could!, not be concluded due to impasse on the status of 

Mis ROS (I). Subsequently, lliey had finally directed the DWE to retender the 

entire requirement of spareJ in February 2009. The Ministry added that the 

belated procurement of spkes: led to an extra expenditure of ~18 crore, 

however, it was attributed ~o ihflation I cost escalation in the intervening 
I 

period of three years. The Miriistry further stated that the mission critieal 
I : 

systems onboard the submarfne had performed satisfactorily after completion 
of MR. . 

The contention of the Ministry is, however, not acceptable as availability of 

spares is required to be ensuted ~t the start of the refit and-in the instant case 

the requirement of spares wJs fihned up by the Indian Navy two years after I . 
commencement of the refitl The Ministry's statement that there was no 

impasse between them and t~e Indian Navy on the former' s advice to tetender 
I . 

is not borne out by facts as ttie Indian Navy ultimately agreed to retender its 

requirement only in 2009 i.e. 11almost two years after the advice by the Ministry 
I 

in 2007. The Ministry's funher , contention that the mission critical systems 

onboard did not experience rrpeated failure post refit is also at variance with 

the contention of the WECORS, Visakhapatnam, who attributed the repeated 

failures to usage of approxiJately 80 per cent repaired I refurbished spares in 

the MR of the submarine. s1imilarly, the argument of the Ministry that the 

extra expenditure of ~18 crord is ~ttributable to inflation I cost escalation is not 
I 

acceptable as the procuremertt of the spares was necessarily required to be 

made in 2006 to meet the req~ire:rp.e~t of spares for the MR. 
I , 
I . 

Thus, failure on the part of ][]IQ MoD (Navy) and the Ministry of Defence to 

synchronise the procuremeni of
1 
spares with the execution of refit of the 

submarine had an effect on ttle quality of refit undertaken as the Indian Navy 

was constrained to use retJ.bisTu.ed and cannibalised items of spares. The 
forced usage of refurbished it~ms; in the refit also led to under performance of 

1 ' . 

mission critical _equipment fitted onboard the submarine. Besides, though 
. • I 

1 .: ~ (. ' 

.r--· 
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spares ~ere available at a cheaper price, in 2006, these were contracted. for 

only in 1~anuary 2010 resulting in an extra expenditure of ~18 crore. 

I 

Acceptaumce off ~nm Aibr CoIIlldfttii<Dning :r?fall1lt foir the rnmlly aliirc:raft 
cairrrret ({])f th.e Jinman Navy witl:lhl~ut 1Facfory Accepta:rmce Trfafa lied to 
lits corttRllll.u.edl diis11llse since its liirnstallll.attfol!ll iin. AMg1Ulst 2@~9. The Pfaillt 
contiill:ll~es to face a llarge ll.1lumbeir of dlefocts aJilld is yet to be 
commiissfol!1lerll, adveirselly affediill.1lg tilne lhlabitalbRility ([]lllJlboard. Besides, 
an.. e~pelilldlJitrunre olf ~1.94 Clr'Oll"e liJillCU.JrJred OIIll.. JPirOC1Ulll"emell1lt aJDJ.dl 
liIDlstail~~tii@lill ({])f tlb.e AC Pfallllt lhtad proved iuurnfr1UlntflUlli. 

I 
i 

The D¢fence Procurement .Manual (DPM) stipulates that the relevant technical 

paramJters, as ·applicable, be specified in the Request for Proposal (RFP). 
I . . 

These,i inter alia, include the requirement of Factory Acceptance Trials 
(FATs), Harbour Acceptance Trials (HATs) and Sea Acceptance Trials 

I 

(SATs). In contravention of the DPM provisions, an Air Conditioning (AC) 
I . . . 

Plant for the onlly aircraft carrier of the Indian Navy was accepted without 

FATs ~nd has been non-functional since its installation in August 2009. The 

details/ are discussed below: 
I 
I 

The Ab Plants originally fitted onboard JINS Viraat were facing problems of 

suppohability due to their obsolescence. Based on a feasibility study 

undert
1
hlcen in 2006, by Headquarters Western Naval Command (HQWNC) 

and ~S Viraat, the replacement of installed AC Plants with Mis Kirolskar 

Pneumatic Company Limited (KPCL), Pune manufactured AC Plant (Model 
I 

XRV-U7) was recommended by HQWNC, in 2006, because of their 

:i.ndige~ous availability and a possibility to achieve a standard fit as similar 

AC Pl
1

bts were being fitted onboard the SNF class of ships. 

Subse~uently, based on the indent raised in July 2007 by Directorate of 

Logis~ics Supp~rt (DLS), IHQ MoD (Navy), the Difectorate of Procurement 

(DPRO), IHQ MoD (Navy) in February 2008 pfaced a Supply Order on 

Propdetary Article Certificate (PAC) basis on Mis KPCL,.Pune at a total cost 
I . 

of~ 5.71 crore for supply of two AC Pfants including their installation and 
I 

I 
I 
I 
i 
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commissioning together\ with supply of Onboard Spares (OBS) and 
Base/Depot (B&D) sparesl. 

I 
I 

The firm delivered (Jul~-Ahgust 2008) both the AC Plants, OBS and 

installation spares. The in~taUktion of both these plants was undertaken by the 

firm during the Normal R~fit tNR) of INS Viraat at Cochin Shipyard Limited 

(CSL), Koehl and the mJtaU~tion of both the AC Plants was completed in 

August 2009. The perforilian¢e of one of the installed AC Plants i.e. 7FAC 

Plant (Forward Plant) waf f~und to be satisfactory and it was successfuHy 
commissioned in September : 2009. The performance of the first installed 

AC Plant i.e. 7N AC Planti(AFr Plant) was not found satisfactory in the initial 

trials undertaken in Septerp-be~-October 2009 and has not been coillmissioned 
so far i.e. about five years from its receipt in July 2008. 

I 
I 

We observed (February 2pl3) that the tender enquiry floated by DPRO, in 
. August 2007, did not provide!for conduct of FATs, HATs and SATs on the 

AC Plants, even though as\ per, provisions of DPM, they should be an integrall 

part of any Request for Propos.al (RFP) floated by any procuring authority for 

procurement of equipmen~s. Uns issue was flagged only in Naval Logistics 

Committee (NLC)-I meetitlgs lieM in December 2007 and January 2008 by the 

Profession.al Directorate iJe~ Directorate of Marine Engineering, when the 
I . 

reasonability of the quotes was being discussed. The representative of the 

firm held that the FA Ts boutd not be carried out as special arrangements 
I i · 

would have to be made. This ;,would cost additional money and time, which 

had not been catered for br i~dicated in the tender enquiry. However, the 

representative of Principal \nir~ctor Quality Assurance (Warship Produ~tion) 
expressed (January 2008) llis reservations on acceptance of the plant without 

FATs as a new equipment ~as being inducted. 
I 

It was finilly decided (Feb~arY 2008) that 

I 

(j) No FATs would beJundertak:en by the firm for the first AC Plant and 

FATs will be cond~cte~ on the second AC Plant by the firm at their 

premises; j 

I 

I 

I 
I 

I 
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@ Ahy discrepancy observed in the second AC Plant during lFA'fs would 

bJ made good by the firm on the first AC plant as. wen. There win, 

h~wever, be no change in delivery period for both the plants. 
I . 

SubsequJntly, DPRO in February 2008 placed a supply order on Mis KPCL, 

Pune for/ procurement of two AC Plants together with their installation and 

commissioning etc. at a total cost of ~5.71 crore (unit cost of AC Plant 

~l.67 crfre). The supply order placed, inter alia, earned the clause regarding 

non-conduct of lFA'fs on first AC Plant and conducting of lFA'fs on second AC 

Plant etcl Though the firm did not initially agree to lF A 'fs, :it ultimately ~greed 
I for lF A 'f s on the second plant. 
I . 
I 

We further noticed (February 2013) that the first AC Plant rec~ived, in July 

2008 without lFA'fs, was installed as 7N AC Plant (AlF'f Plant) onboard INS 

Viraat iJ August 2009 and was yet to be commissioned because of persistent 

defects. j'fhe representatives of the firm, after instaUation . of the AC Plant, 

visited INS Viraat, at sea and while in subsequent refits [Normal Refit (NR) in 

2008-09[ Short Refit (SR) in 2010-11; and Normal Refit (NR) in 2012-13], to 
I 

rectify the defects. However the defects could not be rectified till date. 'fhe 

problem~ with the AC. Plant continue to persist, which adversely affected the 

habitabi¥ty onboard INS Viraat. 'fhe second AC Plant installed, after 
conducting lFA'fs, in August 2009 onboard INS Viraat is, however, working 

I smoothly. 
' 
' I 

Meanwfille, the firm was paid the entire amount of ~5.71 crore between 
I 

July 2008 and January 2010 which included ~l.67 crore towards cost of 

defectivb AC Plant and ~0.27 crore towards its installation etc. We also 
I . 

noticed !(March 2013) that the Work Completion Certificate in respect of AC 
I 

Plant 7N AFT Plant), however, has not been issued so far to the firm as 
I 

successful commissioning of the AC Plant has not taken place. 
I 
i 

Thus, the performance of 7N AC Plant (AlF'f Plant), which was accepted and 
I 

installe~ without lF A 'f s, continues to be unsatisfactory and has also not been 
exploited for about five years since its receipt. The AC Plant is yet to be 

proven;I its non-availability has also affected the habitability onboard the only 

aircraftjcarrier of the Indian Navy. These problems have persisted despite the 

fact thaf INS Viraat has undergone three d:ifferent refits during the intervening 

' 
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period and the firm has m~de a number of attempts to rectify these defects. · 

Add:iti.onally, no tangible J beqefits have_ accrue~ from an investment of 
~1.94 crore made on the procurement and mstaUation of the AC Plant a:hd has 
proved unfruitful. 

I , 

The draft paragraph was is~ued to the Ministry in June 2013; their reply was 
awaited (December 2013). I · 

Acceptall1lce l{)f dlnange llnfi. rll~Iliveiry of 59 Airmlill1lg Deviices from CW 
Mmnnbali all.Jrprnrt baslis itd

1 

FOB e:x~Italiall1l ]pll(J)Jlt baisiis by CNC proved 
\t([Jl Ible ann iajirndidrnrns ded~fon and wthIDlate~y Re!d t([) am e:xtira 
expemtditruure oft' ~3 llalklln ~Im tllne trarnsportattimn of 1tllnese devkeso 

! 

I 

The mode of delivery I tran~portation of armaments like other Defence Stores 

can either be Carriage and Irisurance paid (CIP) or Cost, Insurance and Freight 
I . 

(CIF) or Free on Board (FOB) basis. The mode of delivery l transportation is 
I 

decided in keeping with th_J essence of the contract i.e. the urgency of the 

requirement of stores. The Jiode of delivery is required to be decided before 

floating the Request for Pr~posal (RFP) and dearly indicated therein. The 

mode of transportation is ais6 required to be indicated in the RFP. 
I 

Based on the requirement pr~jected, in January 2008, by the Naval Armament 

Depot (NAD) Mumbai, Dir+toi General of Naval Armaments (DGONA) in · 

November 2008, accorded !"Acceptance in Principle" for procurement of· 
59 Anning Devices (Device~) for torpedoes "X" from Mis WASS, Italy at a 

I 
total cost of Euro 677,145.36 lFOB ex-Italian port. The unit cost of these 

devices at Euro 11,477.04 w~s b~sed on the budgetary offer of the firm made 
I ' 

in November 2007. DGONAi, IHQ MoD (Navy), in January 2009, issued the 

Request for Proposal (RFP) bn Proprietary Article Certificate (PAC) basis to 

Mis WASS, Italy. The firm,\ in ~ebruary 2009, quoted Euro 797,459.72 for 
supply of 59 devices (unit price Euro 13,516.27) for delivery on Carriage and 

Insurance paid (CIP) ex-Mu~bai ~irport bas:i.s. 
I 
I 
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I 

The Co~tract Negotiation Committee (CNC), in April 2009, found the price to 
I 

be very high. However, the representative of the firm clarified that the per unit 

quote df Euro H,477.04 of the firm made in 2007 was for delivery on Free on 

Board CFOB) ex-Italian port basis; The representative of the firm requested the 
I 

CNC tb consider delivery of devices FOB ex-Italian port instead of CIP 
I 

ex-Mufubai airport, for which the firm suo moto offered to revise their quote. 
I . 

The Cf~C agreed to the proposal of the firm for supply of devices FOB 

ex-ltajj,an port, eventhough, the RFP floated catered for supply of devices on 

CIP ex-Mumbai airport basis. On acceptance of their proposal, the firm 
I 

offered to supply the devices FOB ex-Italian port at a unit price of Euro 
I 

11,477:.04 (November 2007 quoted price). Thereafter, the quote offered by the 

firm ~as negotiated by the CNC and ultimately the firm agreed to supply 

devices at a unit price of Euro 10,000 FOB ex-Italian port. Subsequently, 
I 

DGO~A IHQ MoD (Navy), in June 2009, concluded a contract with 

Mis WASS, Italy for supply of 59 Arming Devices at a total cost of Euro 

590,000 ~3.79 crore2
) for delivery on FOB ex-Italian port basis. 

The spipping of these devices from the Italian port was entrusted to the 
I 

Shipping . Corporation of India Ltd. The devices were shipped on 

30 obtober 2010 and reached Embarkation Headquarters, Mumbai in 

mid-November 2010. A payment ofUSD 320,000 ~l.51 crore3
) was made to 

I 

the Shipping Corporation of India Ltd. in December 2010 towards freight 
. ! 

charges of the devices. 
I 

Our sbrutiny (February 2012) revealed that acceptance of change in deliveries 
I 

of the! devices from CIP Mumbai airport basis to FOB Italian port basis by the 
I 

CNC I proved to be an injudicious decision which ultimately led to an 

additibnal expenditure of 't.73 lakh. The details are discussed below: 
I . 

The quote of the firm of February 2009 at Euro 797,459.934 for supply of 
I 

59 devices was on CIP Mumbai airport basis and the firm during CNC 
I 

2 

3 

4 

I 
1 Euro = ~ 64.25 
1 USD =~I 47.19 
U~t Cost of Anning Devices= Euro 13516.27 
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meeting, in April 2009, sub moto offered the revised cost of Euro 677,145.365 

I 

for supply of the devices Ji>rovii.ded the deliveries are affected on FOB Italian 

port basis. The cost differbntial of Euro 120,314.57 (Euro 797,459.93 minus 

Euro 677,145.36) equivaldnt tb 't77.30 lakh6 was, therefore, for freight and 

insurance. This is further bbme out from the fact that the subsequent reduction 
I : 

in unit cost of devices to Euro '10,000 was achieved by the CNC after the port 
I 

. of delivery had been decided. Therefore, the reduction in per unit cost from 
I , 

Euro 11,477.04 to Euro 10~000 related to the cost of devices only and not to 
I 

the freight. 

I 
Against an available optid

1

n from the firm to transport the devices under 
' ' 

insurance cover at. ~77.30 fakh, DGONA IHQ MoD (Navy) ultimately paid 

~1.51 crore to Shipping Gorporation of India Ltd. · towards the freight of 
. I I 

59 devices. This led to an I additional expenditure of ~73 lakh, Further, the 
, I 

arming devices were ferried \without insurance cover. 

I 

Accepting the Audit observJtion (February 2012), Principal Director of Naval 
I , 

Armaments (PDONA) statdd (March 2012) that due to change of delivery 
I . 

Port, Indian Navy incurred ~n additional amount. The PDONA further stated 
I 

that the procurement of such; explosives was being made for the first time and 
I . 

CNC accepted the change in[delivery to FOB basis without having any idea of 

implications of arranging trahsp~rtation through the Ministry of Shipping viz. 
I 

Shipping Corporation of Indi~ Ltd. 

Thus, lack of due diligence in determining the transportation cost of devices 
I . . 

from Italy to India ultimately led to an extra expenditure of ~73 lakh in 
I 

procurement of 59 Arming Devices. 
1 

The draft paragraph was issu,ed to the Ministry in February 2013; their reply 

was awaited (December 2013). 

5 

6 

I 

Unit Cost of Anning Devices =\Eun;, 11477.04 
1 Euro = ~ 64.25 ' 
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JLaclk pff commfillnnlicaltforn Iregardin.g price of coffee/vendor details, 
ll>eltwetl!llll C@mma!ild§ pdoir t@ issuance of tender notice by 

I 

1Hl:ead.q[1Uladeirs Eastern Navan Command., Visakhapatnam was iin 
corntr~ven.tirnrn. ([J)f runles/ lillllstructfons laid down by Integrated 

· JHread~uadeirs, Miiniistry ([J)f Deffamce (Navy)o Thiis coupled with delay 
:Ihm c@'nndusfonn ofr' rc@n.lt!l"ad iresu!ted ihm extra expenditure t0f 

I 

~53o4@ faJlilio 

I 

One of the conditions stipulated :i.n the Guidelines issued by Integrated 
I . . 

Headqµarters, Ministry of Defence (Navy) [IHQ MoD (Navy)] of November 

2006, r for decentralization for purchase of victualling stores was that 
infonriation on brands chosen and pricing be exchanged between the 

Comniand Head~arters I Base Victualling Officers of all Stations. These 
I . 

Guideµnes were however not followed by Headquarters Eastern Na val 

Com:ciand, Vishakapatnam [HQ ENC (V)] thereby resulting in extra 
I 

expen~iture of ~53.40 lakh as given below: 
I 

In Ja~uary 2010 HQ ENC{V) floated an Open TenderEnquiry (OTE) for the 
supply of 10,000 Kgs of Coffee (100 %) at the Base Victualling Yard, 

I 

Visakpapatnam [BVY (V)] for the period from 01 April 2010 to 
31 M~ch 2011. Eight firms collected the tenders, of which four firms did not 

quotel Of the remaining four firms, who participated in the tender procedure, 
the q~ote of Mis· Kendriya Bhandar was rejected as the samples contained 
coffee-chicory mix which was not as per specifications laid down in the tender 

document. Mis Nestle, Chennai emerged Ll at ~880 per Kg coffee 
I . . 

(Brarid-Nescafe Classic) and accordingly Rate Contract (RC) was concluded 
(Mar~h 2010) by HQ ENC (V) with Mis Nestle India Ltd., Chennai for 
~88 1~ for 10,000 Kgs of Coffee (100%). 

We ~oticed in Audit (August 2012) that for the same period i.e. 01April2010 
to 3~1 March 2011, Headquarters Western Navru Command, Mumbai 
[HQ i WNC (MB)] had concluded (April 2010) a contract with Mis CCL 

I , 

Prodµcts (India) Pvt. Ltd., Hyderabad for the Continental brand of Coffee 
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(100%) at 435 per Kg i.e'. at half the rate as compared to HQ ENC (V). Our 
I . 

scrutiny showed that HQ ENC (V) did not call for rates and the brand name 
I 

from HQ WNC (MB) tho;ugh this was required to have been done as per the 
IHQ Guidelines of November 2006. 

Further scrutiny revealed :that in November 2010, in view of the impending 
I 

expiry of the said RC, a ffesh OTE was floated by HQ ENC (V) for the next 
year i.e. from 01 April 2011 to 30 March·2012, inviting bids for supply of 

Coffee in two types of packs viz 500 gms and 50 gms, for an estimated 
quantity of 12,000 Kgs anq 2,000 Kgs respectively. 

I 

The Technical Board approved 'Nestle Classic' brand quoted by both: 
Mis Nestle who was the L:l for 500 gm pack at ~880 per Kg and Mis Indian 

Naval Canteen Services for 50 gm pack at ~1150 per Kg. However these rates 

were considered to be vei-X high and this time, HQ ENC (V) made enquiries 
• I 

with HQ WNC (MB) anq Headquarters Southern Naval Command, Kochi 
[HQ SNC (K)] to compare the rates. It was only then did HQ ENC (V) 

become aware of Mis CCLI Products Pvt. Ltd., Hyderabad who was registered 
with HQ WNC (MB). 

Accordingly when in July :ipl l, ENC (V) re-tendered on OTE basis for supply 

of Coffee for 2011-2012,, Mis CCL Products Pvt. Ltd., Hyderabad also 

participated in the TE and emerged as Ll at ~516 per Kg for 500 gm pack and 

~525 per Kg for 50 gm 1 pack. Had there been a similar exchange of 

information between Cormhands during the previous y.ear (2010-2011), the 
I 

conclusion of contract by HQ ENC (V) at double the rate as compared to 
HQ WNC (MB) could have 1been avoided. 

Meanwhile, in anticipation of delay in conclusion of this RC, BVY (V) 

resorted to local purchase ap.d procured 2,000 Kgs of Coffee at ~880 per Kg 

from Mis Nestle India Ltd., ~hennai at a total cost of ~17 .60 lakh between the 

period April 2011 and September 2011. 

The matter was referr~d (April 2013) to th~ Ministry of Defence. In its reply 
I " ..•• 

Ministry stated (November
1 

2013) thaC HQ ENC (V) had concluded the 
contract with Mis CCL Products Pvt. Ltd., Hyderabad, for the period 2010-11 
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I 

on 08 March 2010, while HQ WNC concluded contractfor the same period on 
I 

27 Apnl 2010, and thus HQ ENC concluded. the contract well before 
I 

HQ WNC and therefore price information could not be exchanged. Ministry 
I 

also stated that though HQ ENC resorted to open tender for procurement of 

·coffee; fMvs CCL Products Pvt Ltd., Hyderabad did not respond. Ministry 
I 

contended that procurement of coffee from Mis Nestle in 2010,.H was as per 

existmJ regulations and DPM provisions, at competitive prices. 
I 
I , 

The· reply of the Ministry is however not acceptable. The Ministry's 
! 

contention that HQ WNC had concluded a contract after HQ ENC is incorrect 

as Mis I CCL Products Pvt. Ltd., Hyderabad was registered with HQ WNC 
I 

since the year 2009 and a contract for 2009-10 was also concluded by 
I 

·HQ wrc with them in. May 2009. However, exchange of information 

between the Command Headquarters on brands/prices did not take place, 
I 

though! it was a requirement Further, Ministry's reply that Mis CCL Products 

Pvt Ltfl., Hyderabad did not participate in tender for procurement of coffee in 

· 2010- iii, has to be seen in the light of the fact that O'fE for this procurement 
I 

restric~ed the response only to specified brands of Nescafe, Sunrise, Nestle and 

Tata due. In such scenario, Mis CCL Products Pvt. Ltd., Hyderabad could not 
! 

have bid. Ministry's contention that procurement of coffee from Mis Nestle in 

2010- ~ 1 was as per the existing regulations and DPM provisions, at 

compe~itive prices, is also incorrect, as DPM predudes references to brand 

names/in the RFP. This resulted in an extta expenditure of ~53.40 lakh. 

I 
I . . 

· Thus rack of timely communication between the Commands and ensuring the 

price ~easonab:i.lity before conclusion of the contract for local purchase led to 

an extra expenditure of ~5 3 .40 lakh which could have been avoided. 

I 

I 
l!lDl. (Cdwll:ir:aivelliltfol!ll of CO!l11tirad1lllall comidiition.s, IHQ, MoD (Navy) diid 
IITlJ!llt Jr:evlise tlhle deilfLveJry dattes flll11 2l_ ic?ttu1tJrad allu1lftris1tead advised th.e 
PCJD.f\. (Navy) to Jrellease tlhle Ilnquidated damages of f.37.98 cJroire 

I . . -

wllnflcIµi. was--llllilllt fLIDl rnrdell". · 
I 

Government of India, Ministry of Defence accorded (December 2006) 

sanct~on for acquisition of Six Survey Vessels to be constructed at Alcock 
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Ashdown (Gujarat) Liinited (Mis AAGL), at a total cost of ~797.81 crore. 

Accordingly, a contract for construction and delivery of these survey vessels_ 

was concluded (Decemb+r 2006). As per the contract conditions, the first 

vessel was to be delivered within 24 months from the date of receipt of.first 

stage payment in March 2007 and subsequent vessels were to be delivered at 

an interval of three montl}s each (i.e. March 2009 and at an interval of three 
months thereafter). 

The contract, inter alia, provided imposition of liquidated damages (LD) in 
I 

the event of delayed deliyeries of the vessels. Our scrutiny (February 2012) 

revealed that· even though LD was recovered by Principal Controller of 

Defence Accounts (Navy) [PCDA(N)] on the basis of the contractual 

provisions, this was subs
1

equently refunded on the. direction of the Navy. 
Details are given in the subsequent paragraphs. 

Article 10.6.1 of the cohtract specified that Mis AAGL shall submit a 
I 

consolidated case to the
1 

Navy through the Warship Overseeing Team, 

Bhavnagar (WOT, Bhavn~gar) showing the effect of delays due to the causes 

specified such as delays in approval of drawings, delay in issue of ordering 
I ' 

instructions by the Navy ahd delay in placement of orders by Mis AAGL etc. 
I 

Article 10.6.8 stipulated th11t the Navy shall undertake the review and analysis 

of these delays promptly and record the decisions taken, including with regard 
to the revised cardinal da'.tes7 (revised dates of delivery). All such revised 

I 
cardinal dates shall be compiiled at IHQ, MoD (Navy) and a consolidated 

amendment to the contract to be issued at least three months before the 

delivery indicated in the corttract. 
I . 

The contract also specifieQ under Article 13 .2 that, in the event of the failure 

of Mis AAGL to deliver the vessels by the date/ dates specified in the contract, 
the Navy could impose LD! subject to a maximum of five per cent of the value 

I 

of the delayed vessels. 

Our scrutiny (February 20 112) revealed that delivery of vessels was delayed 

and the Shipyard propos~d revision of delivery schedule as many as five 

times as given below: 

7 Cardinal dates : delivery dates of the vessels as per Contract 
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I 

I 

sn. ~anll Col!lltiracm ReVJised ReVJised Revised Revised 
No. I all Delliveiry defili~el!'y delbivecy delbiveicy delivery 

I Mayio:rn September Mal!'cl!n Decembell" 
I 2010 WU WH 
I 

(a) ,. [EJ Mar09 Jun 10 Marll Sep 11 Apr 11 

(b) ' [258 Jun 09 Sep 10 May 11 Dec ll Oct 12 
I 

(c) 1259 Sep 09 Dec 10 Nov 11 Jun 12 Oct,13 
I ~·-:·.: 

(d) 1260 
I 

Dec09 Mar 11 Feb 12 Sep 12 Ja1fl4 

(e) 1261 Mar 10 Jun 11 May12 Dec 12 
I 

Apr14 
II I 

(f) 
f 262 Jun 10 Sep 11 Aug 12 Mar 12 Jul 14 

I 

i . 
Thus, as lean be seen from the Table that even after a number of revisions and 
delays i~ delivery of vessels ranging from over three to four and a half years, 
there wa~ no formal amendment to the contract. On the contrary, Navy's stand 

led to refund of already imposed LD amounting to ~37 .98 crore as narrated 
I 

below: t 

I 
1. ~ince the survey vessel was not delivered within the stipulated date 

Ct1arch 2009) and in the absence of any extension, the PCDA (N) 
deducted an amount of ~27 crore in April 2010 by way of LD from the 
I 

sFage payments. 
i 

ii. However, in June 2010 lliQ MoD (Navy) requested PCDA (N) to 
r~fund the LD, stating that the shipyard had been facing financial 
difficulties and was dependent on the stage payments to fund the 

I . 

tjroject. n was further stated (June 2010) that the case for delivery 

Revised 
«llel!ivecy 
Muclln 

21!DJl2 

Jun 12 

Mar 13 

Dec 13 

Jun 14 

Sep 14 

Dec 14 

period extension was parallely being taken up with Ministry of · 
. I 

Ij)efence and requested that LD be imposed after successful completion 
I . 
~f the project. PCDA (N), thereafter released the LD payment of 
~27 crore in June 2010. 
I 

iii.. ~CDA (N) again deducted an amount of ~10.98 · crore as LD in 

February 2011 as the vessels have not been· delivered and delivery 
I 
~chedule was not extended. IHQ MoD (Navy) in March 2011 in a letter 

~o PCDA (N) again requested that the imposition of LD prior to 
qompletion of project would hamper the completion of the construction 
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and further delay tpe delivery. The basis for the request of release of 

LD was stated to by th~1.t formulation of quantum of LD to be imposed 
would be taken up on completion of the project. 

i 

iv. Based on IHQ, Mop (Navy) assurance that two vessels were likely to 

be delivered by January 2012 and April 2012, PCDA (N) refunded 
I 

~10.98 crore to Mls:AAGL in November 2011. 

We ob&.erved (February 2pl2) that IHQ, MoD (Navy) did not amend the 
contract to bring about contractual changes to the delivery period after 

working out quantum of responsibility to either Navy or Mis AAGL. The 

refund of LD not only lack~d justification but also resulted in undue favour to 
I 

the Shipbuilder as Mis AA,GL had continued to default even on the revised 
delivery dates proposed by them. 

As of October 2013, out o~ six: vessels only one had been delivered and the 

remaining five were in various stages of completion. We also observed that in· 

view of the poor performahce of the contractor and delays, a proposal for · 
I 

foreclosure of the contract hftd been moved by the shipyard (September 2013) · 

and was under consideration of the Ministry of Defence (November 2013). 

I 

In reply to our observat~ons (March 2012) WOT, Bhavnagar, stated 

(May 2012) that it was considered prudent to determine the exact quantum of 

delay' post delivery of vessel as only then the exact attributability of delays 
I . 

could be determined. Navy ;also justified their stand (May 2012) by stating 

that the last two stage paytnents i.e. stage XI and stage XII are linked to 

delivery and warranty (10%1 and 15 % of price) on which five per cent LD 

could be imposed. 

The reply given is not acceptable as imposition of LD after delivery is not as 
I 

per the Contract provisions. ;Further as per Clause 5.2.1.2 of the contract the 

Last Stage payment may be claimed with Stage XI only against Bank 
I . 

Guarantee. However the Baiµc Guarantees had also expired as of July 2011. 

Since termination of the co~tract was under consideration with most vessels 

not reaching Stage XI and XII, the possibility of recovery of LD was remote. 
I 
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I 

I 

Thus, Jability to ei:lforce contractual terms and conditions by the Navy led to 

irreguhir refund of ~37.98 crore with corresponding financial benefit to the I -
defaulting shipyard. 

I 
I 
I 

The drhlt paragraph was issued to the Ministry (June 2013), their reply was 
I 

awaited (December 2013). 

I 

lHleadqUtall.'tell."s, WesteirIDl Navan Cilllmmaimdl col!1ldunirlledl- a crnmtJrad foll" 
dndl~lffig of llu11vail cl1Mlll!llll1leils alt allll exilJJlrlM.tall11tRy lhliglhl. c«J>st. 1!'ell1l.dedJmg alill.d 
the c~llllcilirnsfoHll «J>ft' til!!e C([])ITiltJrad was defayed. Ilead.ing fo <dllredging rdlUtrftl!llg 
JIIDlillll!ll.§~illll!n? wlhlklhl Ilerdl \to innc1l.llnillllg of aim um:fmfttf1l.l!Il expendiit1l.llll."e of 

I . 

~3.9~ Cll"illlll."e. 
I 
I 

Maintbnance Dredging is an annual activity undertaken to maintain a 
I 

· nrininium depth in Naval channels and areas for the safe navigation of ships, 

submJrines and other crafts and was being offloaded8 to the trade every year, 

by N~vy. As the dredged area fills back, dredging during monsoon was not a 

viab191 activity. Every year- after the monsoon, the harbour at Mumbai required 
dredging to maintain its depth. 

I -
Our· ~crutiny (July 2012) of the dredging contract concluded between 

Head~uarters, Western Naval Cominand, Mumbai (HQWNC) and M/~ Dharti 

Dredging and fufrastructure Limited for the year 2010 showed that not only 

were /the rates accepted for dredging very high, there were also delays in 
tendering and conclusion of contract which led to non-dredging for a year in 

2009110. In the following year (2010-11) dredging was resorted to during peak 

mo,oon, rendering the exercise unfruitful. Details are given below: 

Aftetr the dredging in Mumbai Naval Areas were conducted in March 2009; 
. HQWNC :iruitiated action for Maintenance Dredging for the years 2009-10 and 

2010~11 through open tender. Tenders were called for on 24 August 2009. 

The iender notice of August 2009 categorically stated that Companies capable 

of uJdertaking Annual Maintenance Dredging, should commence dredging in 
I 
I -

lffloading : work handed over to trade when in-house facilities are not available . 

I 
I -
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the first. week of October lbut not later than 01 November each year for the 

years 2009-10 and 2010lll.. Thus, for both the years, dredging was to 
commence post monsoon onlly. Since the dredging was to commence latest by 

November 2009, calling fo~ tenders in August 2009 was belated as it provided 

a timeline of less than thr~e ~onths for the process of receipt, technical and 

commercial evaluation of bids; award of contract, positioning of the dredger 

and start of dredging by th~ selected contractor . 
. 1 

Since no ~ids were recei1ed within ~e due date, three extensions for the 
tender dosmg date were approved which were 14 October, 4 November and 

16 December 2009. One bi~ was received during second extension and :i.n the 

third extension (December 12009) one more bid was received. However, it was 

observed (July 2012) that fue extension of time for submission of bids itself 

was beyond the RFP stipullted period of start of the dredging. Thus, fr~m the 
second extension onwards, hny:offer received would have been in deviation.of 

the RFP conditions for the Jtart and completion of dredging. 
1 . . . 

During technical evaluatiort (December 2009) the bid of Mis Meka Dredging 

was found to be non-comf li~t and was rejected. This made the offer of 
Mis Dharti Dredging a resultant single tender and 'fechnical Evaluation 

Committee (TEC) report\ was forwarded to IHQ, MoD (Navy) in 

December 2009. While approving the TEC Report the Ministry returned the 

case to HQWNC for turyher necessary action (March 2010) as it had 

delegated (February 2010) full powers to C-in-C of the Command 

Headquarters for sanctionin1 Maintenance Dredging .. 

I 
I 

Subsequently, the commercial quote of the resultant single bidder was· opened 

at HQWNC (March 2010). \However, the rates were exorbitantly high as the 

rates of the firm worked olfilt to ~345 per cubic meter (cu.m.) as against the 

rates for years 2008-09 whibh were ~66 per cu.m. Therefore, extensive price 

negotiations were conduc~ed .in April 2010 and May 2010. During 

negotiations, the firm redbced the quoted rate from ~345 per cu.m. to 

~250 per cri.m. Even this rafe was considerably higher than the rates accepted 

by Navy at Visakhapatnam land: Kochi at ~161 per cu.ID. and tl35 per cu.ID. 

respectively. 
1 

I 

I 
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After negotiations, the PNC recommended to HQWNC (May 2010) the finally 

accepted rate of ~250 per cu.m at a total contract value of ~80.24 crore solely 

on the conditjon that despite two extensions, only one technjcally acceptable 

bidder had emerged and that option of re-tendering was not considered due to 

the critical requirement of completing dredging before monsoon. 

We observed that the PNC was held in May 20 I 0, when mon oon was barely 

weeks away from its onset, and after the period mentioned in the RFP for 

completing the dredging was already over. Thus, Mumbai Naval area went 

without dredging during year 2009. 

Letter of intent for maintenance dredging at Naval tidal basin M umbai for the 

years 2010-2011 and 201 1-2012 was placed (May 2010) on M/ Oharti 

Dredging for a contract value of ~80.24 crore. As per letter of intent the work 

was to commence in May 2010 and completed by July 2010. The fi rm, 

however, actually carried out the dredging from May till 20 August 2010 i.e. 

during the mon oon. Payment of ~33 .9 1 crore was made for the dredged area 

of 10 lakh cu.m. However, since the dredging took place during monsoon, it 

did not serve the intended purpo e. 

Thus, belated issue of limited response to RFP, delays in contract negotiations 

and operational necessity for dredging to maintain operational depths, led to a 

situation wherein the resul tant single bid with very high rates had to be 

accepted. More importantl y, the dredging had to be carried out during peak 

monsoon, rendering the expendi ture unfruitful. 

HQWNC, Mumbai accepted (April 201 3) that dredging took place during 

monsoon and that it could not be undertaken in 2009- 10. HQWNC attributed it 

to inordjnate delays in protracted financial procedures. It was also stated that 

HQWNC wa left with no choice but to undertake dredging after the on et of 

monsoon due to reduced depths. Further, HQWNC stated (August 20 13) that 

RFP for the year 2009-10 was delayed due to the time lost in taking up the 

matter for undertakjng dredging under the optjon clause and the case for 

Maintenance Dredging for three years was already resting with MoD /IHQ 

which cau ed fu rther delay. 
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The reply of the HQWNC iwith regard to option clause and pendency of the 

case with the Ministry are f~ctuaUy incorrect as there is no option clause in the 

previous dredging contraci and no case for Maintenance Dredging was 

pending with the Ministry lat the time of issue of RFP for dredging during 

2009-10. 

Our further scrutiny (Marchi 2013) revealed that dredging for the next year had 

to commence immediately I in February 2011 :i..e. within six months of the 
I 

previous dredging, which clearly indicated that dredging in monsoon had not 

served its purpose and the etpenditure incurred was sub-optimal. 
i 

In sum, due to delays, the aredging in Naval areas of Mumbai could not be 

conducted during the year
1 

2009. Thereafter, the dredging was conducted 

during the peak monsoon of year 2010 which led to an unfruitful expenditure 

of ~33.91 crore. I 
! 

The draft paragraph was issued to the Ministry (May 2013), their reply was 

awaited (December 2013). 

Works Services 

A Shopping Complex alt Naval Station, Karanja was created atl: amt 
estimated cost of ~2.87 brore in contravention to the provisfom ([])ft' 
Scall(l')s of Accommodatioh foir Defence Services (SADS) :ll983o 

Works services in Defence Services are to be sanctioned and executed as per 
I 

provisions containe~ in the I Scales of Accommodation for Defences ~ervices 
1983 (SOA). Audit howeler observed (March 2012) that constructllon of a 

shopping complex at Naval Station, Karanja, sanctioned at a cost of 
- - I 

~2.87 crore by Headquarters Western Naval Command (HQWNC)was not in 
; . . -

consonance with the prescri~ed rules. 
! 
I 

I 
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In October 2007 HQWNC, Mumbai gave directives for convening a meeting 

of the ~oard of Officers (Board) to examine the requirement of a Station 

Shopping Complex at Naval Station, Karanja. Accordingly in February 2008 

the Board assembled and recommended construction of a two storey building 

with an area of 1438.96 sq.mt The aim of the construction was to meet the 

deficieni requirement of Shopping Area at Karanja. The Board noted that 

existing population of Naval Station at Karanja was 19,000 consisting of 

service and defence civilian population, which was likely to be increased to 

28,000 iµ future due to anticipated shifting of Naval Units/Establishments to 

Karanja.: The Board opined that existing shopping complex was deficient in 

meeting •the needs of increased population. The Board assessed the troop 

strength of Karanja at 4,586 troops. 

In March 2009 HQWNC accepted the necessity for the work and accorded 

Administrative Approval for the 'Provision of Shopping Complex at Naval 

Station, :Karanja' at an estimated cost of ~2.82 crore. In February 2010, 

Chief Engineer ·(Navy) Mumbai concluded a contract with Mis Hem 

Construction Co. Mumbai for ~2.76 crore. Construction was completed in 

May 2011 at a total cost of ~2.87 crore. Navy took over the building in July 

2011. 

Under tfue provisions of SOA 1983, a. shopping centre may be provided at 

military stations wherein the opinion of General Officer Commanding or 

equivalent, no civil shopping facility existed within a reasonable distance. 

The scalles of accommodation were to be based on troops strength of the 

station. 

SOA 19S3 authorised that a shopping centre may be provided with an area of 

552 sq.iP.t only for 4,586 troops. As against this HQWNC sanctioned a 

shopping complex with an area of 1438.96 sq.mt. which was beyond their 

delegated powers. HQWNC sanctioned a new shopping complex by projecting 

total population arrived at by multiplying the troops strength by five. The 

number of troops of 4,586 itself was also doubtful as this included 

ex-servicemen (253) and other defence civilians also. 
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With a 'troop strength' off ,586 as projected in the Board, the authorised area 
worked out to· 552 sqr.mt against which, Audit scrutiny revealed that 

654 sq.mt. shopping co+plex were already existing at NAD Bazar and 
Chunabhatti Bazar. Thus the construction of a new shopping complex was not 
warranted. I . . 

Further Audit scrutiny (JJuary 2013) also revealed that allotment of shops in 

the shopping complex wa~ in ~ontravention of SOA 1983. It was noticed that 
two store rooms (68 sq.mt.~ were used as liquor section of Station Canteen, the 

first floor (284 sq.mt.) wasj usep as Grocery Section of Station Canteen and the 
vacant Second floor was used as stores of Station Canteen since August 2011. 

This was notwithstanding I the fact that the liquor and the Grocery Canteens 
already existed in the bu~lding next to the new shopping complex. Use of 

. shopping complex for statibn canteen was unauthorized. 
I 
I 

HQWNC in its reply (NoJember 2012) did not accept the Audit observation 

and stated- that the requireberit for the new shopping complex was based on 
the station strength inclu~ing families which would have required a new 

I 
shopping complex of 2082.90 sq.mt. against which a new shopping centre of 
1428.96 sq.mt. only was bonstructed since Karanja already had a shopping 

complex of 654 sq .mt. Th~y further added that total strength was obtained by 
multiplying the troop strehgth by five in the spirit of Ministry of Defence 
guidelines dated 4 Januaryl 2oqi. HQWNC also stated that re-appropriation of 

. shops for station canteen was a temporary measure. 

The contention is, howevl not acceptable as construction of new shopping 
complex by HQWNC was hnwarranted in terms of the scales provided in SOA 
1983. Further, the contJntion that use of shopping complex for stations 

~ canteen was temporary i~ unacceptable, as the same is not permissible. 

Further, the contention thaltotal strength of the station derived was based on I . 
Ministry's guidelines is incorrect as the said guidelines refer to continuation of 
the existing shopping comJlexes/ new complex created on Defence fand out of 
Non-public funds and not io either the troop strength or strength of the station 

as stated by HQWNC. I 

I 
I 

I 

I 
I 

I 
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The draift paragraph was issued to the Ministry (January 2013); their reply was 

awaited (December 2013). 
! 

Evterm ia:ft'1teir a R2Jlllse of ID())Jre th.al!ll. a rlleca<dle, tll:n.e OJPlera1l:follllail 
re([j)1!Ilirlemelffi1t at INS Rajal:ll for al!1l afil1irl!itformall hangsnr sillll.ce the year 
2@0@, b@1llllkdl Hmt lbe met dlllle 1l:tiD iimpiroper sefodfollll tiDlt' 1tlhle <C®~~;iradoJr 
annd f~fill~ty fillesngl!1l «J>f tl:llne Stll""Q.lldllllll"e . whkh JreS1lllil1l:ed illll 2ll!ll umrwtffm 
expeim~iitruure of ~6072 cirore. Btesides, · the airc:raft't airnd alircJrmt 
ma:l\nnt~l!llannce COlllltllJIBMeirlJ. to smfe.r rliue to l!llOJilH'.».V2!IlilaJbmty ([J)jf the 
llnangairo 

Base S*pport Facilities (BSF), Arnkkonam at Naval Air Station, INS Rajali is 

a maint~nance establishment (Ilndl/Illrd Hne support) of the aviation arm of the 

fudian lNavy. 'fU-142M, a Russian make aircraft is the largest propeUer 

aircraftl.i.n South Asia and operates from this Air Station. The entire fleet of the 

TU-14~M consists of 'X' number of aircraft for which only one hangar was 

availab~e for carrying out maintenance activities. This was considered to be 

grossly!inadequate by the BSF, INS RajaH. 
I 

I 
Accor~ngly, HQ Eastern Naval Command, Vishakapatnam convened 

I 

(April 2000) a Board of Officers (Board) to examine and recommend an 
I 

additiofal hangar and the Board recommended (March 2001) construction of 

an add~tionall hangar to meet additional servicing requirements of TU-142 M. 
· Accord

1

ingly, the Government of fudia sanctioned the- work of construction of 

an add~tional hangar in March 2003 at an estimated cost of V .60 crore. 

However it was observed that despite more than a decade from the projection 
I 

of the! requirement, the work was still not complete (October 2013). I . 
We noticed (January 2012) substantial delays, improper selection of firm, poor 

contradt management induding design deficiencies relating to the work, 
leading to collapse of incomplete hangar, as a consequence. of which the 

! 
operatipnal requirement was still unmet The details are given below: 
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I. Delay in completi6n of the work 

Though the item of work f.e. provision of an additional hangar at NAS, ][NS 

Rajali was considered an\ operational requirement, the work could not be 

tendered successfully. As brought out in the table below, the work was put to 

tender as many as seven tnties before it could be awarded successfully. 

Sanction date S~nction No.of \Tender No.of Ll firm L1 Reasons 
for reR 

tellllderhng 
amount tenders I receipt quotes quote 
~in crore issued I date received ~in 

I crore 
1 2 3 

I 

4 5 6 7 I 

March 2003 7.60 10 ~ecember 

D 
M/sVTC 11.98 

I 2004 Engg 
I 

I 
I 

I 

March 2003 7.60 6 I March 5 Mis VTC c:J0.28 
I 2005 Engg 
I 
I 

The Administrative Approval had to be revised in March 2006 to ~ 10.78 crore 
I 

March2006 10.78 7 

I Maoch2006 10.78 10 

March 2006 10.78 10 

I 

qecember 
12006 
I 
! April 
1
12007 
I 

3 

2 

1 

~ Mis VTC I 
JI Engg . 

Mis VTC 
Engg 

13.80 

13.37 

14.63 

8 
Not 

accepted 
due to 

high rate 
in 1st call 

Refusal to 
extend 
validity 

Unjustifia 
ble rate 
Lack of 

competitio 
n 

Rates not 
reasonable 

The Administrative Approval had to be revised in November 2007 to ~ 11.87 crore and also to 
reflect the change in design to Pre Engineered Building (PEB) to ensure speedy work. 

I ' 

November 
2007 

November 
2007 

11.87 8 

11.87 12 

' 
April 
2008 

August 
:2008 
I 

4 

5 

M/sVTC 13.10. Quote was 
Engg more than 

AJA 
amount 

Mis 11.80 Contract 
Vardhman awarded 
Precision 

As seen from the Table above, the tender process for this work commenced in 
I 

December 2004 and continued for almost four years till August 2008. The 

work was inordinately delayed ,due to various reasons indicating, inter alia, 

high rates, non-extension lof validity by Ll firm, lack of competition, 
I 
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unjustifi~d rate or the quote being more than the Administrative· Approval. Ih 

the. proc~ss, it took four years to finalise the firm and award work besides the 

increase/in sanctioned cost from ~7.60 crore to ~11.87 crore. 

[ 

Il. I~corred selection of contractor and poor contract manage!lle:nt 

I . . . 
The revised Administrative Approval (November 2007) for ~11.87 crore was 

I . . . . 

necessit~ted as the Chief Engineer (Navy), V:i.shakhapatnam [(CE) (N) (V)] in 

April 2qo1 had projected that Pre Engineered Building (PEB) structure instead 

of convbnt:i.onal RCC framed structure would be desirable and would lead to . i 

better cbmpetit:i.on, early execution leading to avoiding of cost and time 
I 

overruns, better finishing and modem specification in line with the latest 
I 

technology. It was also stated that as PEB structure was time tested, simple 
I 

and of ~he latest technology, and would lead to execution of work in a faster 

time fr~e and avoid· further delays because the hangar was an urgent 
I 

operational requirement. 

lFinaUy,
1 
.i.n May - June 2008, 12 tenders were issued for the provision of an 

additio4al hangar and the PEB system, against which five offers were 

received, with Mis Vardhman Precision Profiles and Tubes Pvt. Ltd., 
( 

New D~Thi (Mis VPJP'f) emerging as Ll at ~11.80 crore. The contract was 

conclutj.ed in August 2008 with Mis VPPT for a sum of ~11.61 crore, with 
I 

dates of commencement and completion of work as 01 September 2008 and 30 
. I 

Novemper 2009 respectively. 
' 

Our exfumnation (January/February 2012) showed that selection of Mis. VPP'f 
I . 

was do~e without proper scrutiny as is given in the subsequent paragraphs. 

I 

(a) iTum.propell." and inegufall." selection of a firm 

Mis VfP'f was not an enlisted Contractor with the MES. 'fo generate more 

compe~:i.tion the CE (N) . (V) in February 2008 recommended to HQ Chief 

Engineer, Southern Command, Pune (HQ, CE SC) to issue tender documents 
i 

to an un-enlisted firm Mis VPP'f to get better competition. 'fhe CE (N) (V) 
! 

was cofident that should this finn be the lowest bidder for the work, :i.t could 

be ensured that the firm completed the work with quality and speed. 
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Accordingly, in February Q008, HQ CE SC, Pune permitted issue of tender 

documents to two un-enl~sted firms namely Mis VPPT, New Dellii and 
I 

Mis Surface Tech (India~ Pvt. Ltd. as well. Audit scrutiny (January -
I 

February 2012) showed that: 
I . 

./ As per the MES Manual on Contracts, the criteria for enlisting a fresh 
I 

./ 

contractor for a prc!>ject with an upper tendering limit of ~12 crore 

i.e. Class 'S', was I that the contractor should have completed two 

works each costing 
1

not less than ~4.5 crore or one work costing not 

less than ~6 cror~ for Government Department. Our scrutiny of 
I 

documents (January/February 2012) furnished by Mis VPPT to MES 
I 

authorities showed ~at the firm had not completed works of requisite 

value for the Goverrhnent as stipulated in the MES manual. Thus issue 

of tenders to such ~ firm in contravention of the MES Manual was 

irregular. We furth&r observed, that while Mis. VPPT was a PEB 
I 

structure manufacturling firm from whom the PEB steel structure could 
I ' 

be procured for con~truction of PEB, this in itself was not enough to 
ensure that the firm ~as experienced to design and construct PEBs. 

I 
As per the MES reg¥lations, tenders that are based on the contractors' 

I 

design should be fitst scrutinised to assess the acceptability of the 

design as a tender Jhich is numerically the lowest may not be most 

economical. Our scftiny (January/February 2012) revealed that the 

design submitted b~ the firm was not scrutinised, and instead the 

selection was made only on the basis of the lowest tender. Selection of 
I 

the firm without safeguards on acceptability of design was thus 
I 

I 
incorrect. 

(b) Poor contract management 
I 

Our scrutiny also showed instances of poor contract management: 
I 

I 

The RFP provided that the[ contractor should submit one complete set of 

design/drawings alongwith tender in a separate sealed cover. The design 
I . 

calculation/drawing should fulfil the departmental requirement and the same 

should be got vetted by any dne of the IITs. · · 
I 
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Our scrutiny showed that even though the contract wa concluded in August 

2008, it was only after persuasion from the CE (N) (V) in September 2008 that 

the firm submitted the designs I drawings I calculations. Further, as per the 

firm's proposal the CE (N) (V) in October 2008 forwarded these de igns/ 

drawings for vetting, to UT Delhi. IIT, Delhi submitted the 'Consultancy 

Report on vetting of structural design/drawings' - a one page undated Fax to 

the CE (N) (V) on 19 December 2008, which stated that the 

structure/foundation was as per IS-Code of practice and found to be safe and 

adequate. 

CE(N) (V) in January 2009 forwarded the drawings as vetted by the IIT, 

Delhi, to the Commander Works Engineers (Navy), Chennai [CWE (N)] 

instructing that the Garrison Engineer (Maint), NAS, Arakkonam [GE (M)] be 

d irected to execute the work as per the drawings. 

In November 2008 the CE (N) (V), raised several observations about lack of 

details in the drawings, which also included an observation that the weld 

type/length and connection details for portals both gable and main portals 

(which eventually got damaged/co llapsed) had not been indicated. ln response 

the firm in December 2008 stated that detailed drawings for these were in 

progress. This shows that complete details of the drawings were not submitted 

to IIT, Delh i for initial approval, though required as per RFP. Thus, in the 

absence of detailed drawings, Audit could not obtain reasonable assurance 

regarding the safety and adequacy of the structure confirmed by IIT Delhi. 

Meanwhile the GE (M) aJso in December 2008 brought out that the 

preliminary activities were not commenced by the firm at the work site. In 

addition, the CWE (N) in January 2010 i.e. more than one and half years 

after commencement of work, brought to notice of the CE (N) (V) certain 

shortcomings especially regarding the drawings, safety issues, poor contract 

and resource management by the Contractor and GE (M). 

Even though the shortcomings /adverse observations by the CE (N), CWE (N) 

and GE (M), were pointed out, the contractor was allowed to continue work. 

Further, CWE (N) Chennai also recommended extension up to 25 June 2010, 

accepting the rea ons for delay as brought out by the contractor. 
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During the course of work (27th August2010) when the hangar column of 

beams at gable end were being erected, the entire beam portion sagged 

resulting in PEB structuJe getting deformed/de-shaped. The GE (M) in 

August 2010 attributed thJ damage , to failure of the 40 Ton hydraulic 

crane of the contractor. j 

However, in September 2010 the CWE (N) attributed the faHure to the 

in-competence, attitude of fhe contractor and allso to design failure/ inadequate 
I . 

method of erection I quality a~surance. The failure due to design deficiency 

was accepted by the contrahor. However the contract was stiU not canceUed 

and the firm allowed to cotitinue. 
I 

The firm submitted (MarcJ 2011) a 'revised design', CE (N) (V) (April 2011) 

observed certain discrepahcies in this 'revised design', which was not 

technically acceptable and jthe firm was asked to remove the entire structure 

and re-submit a 'fresh design'. As mutually agreed, the · fresh design was 

forwarded to IIT Madras inl February 2012 for vetting: However even after a 

lapse of 5 months (as on July 2012), the design had not been vetted, 

which IIT, Madras attrib~ted to non-co-operation by the contractor. The 
I ' 

contract was canceUed by ([E (N) (V) (26 September 2012) after incurring an 

expenditure of ~6.72 crore I on the project. _ 
I 

(IC) limpact ~f trl!ellaiy iillll hmns1l:rndiht)Jl!ll off l!nanngamrs 
! . 

Additional hangar at INS Jajali was an operational necessity which had been 
I . 

projected in year 200L fu the absence of the same, the Navy had continued to 

face problems in aircraft 1maintenance. We also observed that out of the 

available aircrafts, 'Y' nurhber of TU-142M aircraft had completed service 

life and were awaiting disJosal I write off. Remaining 'Z' number of aircraft 

was expected to be availlble only till 2017-18. Thus, the benefit of the 

additional hangar, as and Jrhen ready, would be available only for a limited 

time. I - - _ 

In reply to the audit obkervation on non-availability of hangar due to 

deficiency in drawing/ desi~n (January 2012), the CE(N) stated (March 2012) 

that the design section of j MES has . a limited role to ,pfay as the contract 
I 

I 
i, 

I 
I 

I, us 



Rep,ort No.4of2014 (Air Forl:e and Nary) 

is )~ased on the contractor's design duly vetted by an IIT. The reply was 

not. acceptable as the MES standing order of March 2006 clearly stated that 

ttj.e desl.gn of a building carried out by an outside consultant should be 

checked by the design officer ·of the Zone. 
• • • I . 

Thus, c;Iue to improper selection of a firm for the work of construction of a 

hangar; and subsequent poor contract management, a project recommended as 

an inescapable requirement at INS Rajali, in 2000, was still incomplete, 
.• ' I • 

leadini to operational deficiency, besides incurring an avoidable expenditure 

of~6.72 crore. 

The draft paragraph was issued to the Ministry (April 2013); their reply was 

awaite<Il (December 2013). 

· MiS,celilaneous 

Weak; controls and fallsi:fication of official records at !NDT (Delhi) 
led to: an incorrect payment of ~10.24 lakh as Dip Money to 196 
naval 'divers~ 

All qu~fied divers of the Indian Navy, belong to a specialised cadre, and are 
I 

entitled to "Diving Allowance" and "Dip Money". While the Diving 

Allow~nce is a fixed monthly remuneration, divers are eligible for Dip Money 

based 1:m actual duration of diving (including practice diving) at actual depth 

achieved. in the water. AU divers are required to remain current in diving as 

. fong as they are in the diving cadre. 

The In~ian Navy, divers posted in Delhi Area are attached with Indian Na val 

Diving Team (Delhi) {][N])T (D)} for diving practice. ][N])T (D) has one 

Re-Compressed Chamber (RCC) to facilitate practice diving under control 

conditions for 'York up of divers, as also for conduct of deeper dives. The 
capacity of this RCC is 8 divers only at a tiitne. 

116 

l 



ReportNo.4of2014 (Air Force and Navy) 

I 

Our scrutiny, in April-Jul~ 2012, of the documents relating to claim of Dip 
I 

Money maintained at INIDT (D) revealed weak internal controls, improper 

document maintenance aJd falsification of official records, to facilitate the 
I 

disbursement of Dip Monfy to 196 divers against fictitious dives performed 
by them between 01 Se~tember 2008 and 25 July 2011. The details are 
discussed below: 

INDT (D) has one RCC, fith, a capacity of 8 divers, to cater to the present 
strength of about 90-100 !divers posted in Delhi Area. Master Log ~ooks 

indicate that between Se~tember 2008 and July 2011, on niore' than one 

occasion, more than 8 div~rs (~anging from 9 to 65), simultaneouslY. d~ved in 
this RCC. Based on these ~ves performed as recorded in the Log Book~(tjme 
spent in RCC), the divers claimed and were reimbursed Dip Money. ·. '. - . 

i ';.''.:-·.,· 
I ~ ... ·-.. '. 

Extant instructions, inter alia, stipulate that only one Master Log Book be 
I 

maintained at a time, which should indicate the details of all types 9Ldives I ,._., 
performed in the unit. Ho'1ever, we observed (July 2012) that INP.~.-(D), in 

contravention of extant or~ers,. maintained/operated three Master JLog Books 

simultaneously between September 2008 and July 2011. Besides, the Master 
Log Books were neither sikned by diving officers. every week- nor were the 

I • • 

entries countersigned by th~ Officer-in-Charge INDT (D) every month, even 

though, the extant orders I make it mandatory to do so. Based on these 
I . I . ' 

unauthenticated entries, the Dip Money was being claimed and reimbursed. 
I 

! 

On this being pointed out by Audit, Principal Directqr.Special Operations and 

Diving (PDSOP), in Octob6r 2012, constituted a Board of Officers to, inter 
I 

alia, identify names of divt:rrs for recovery of Dip Money who had dived :in 

excess to the capacity of the RCC at INDT (D) and calculate the correct 

amount recoverable, in acco~dance to the Dip Money rates promulgated, from 
I 

each diver. The Board of Officers, in November 2012, examined the details of 
I 

fictitious dives indicated byj Audit and indentified 196 divers for recovery of 
I _,. 

~10.24 lakh on account of Dip Money paid to them. We also observed that 
I . 

these divers had performed ;2513 fictitious dives between 01 September 2008 

and 25 July 2011. 
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In resnonse to Audit observation, (August 2013) Directorate of Special 

Operatt,ons & Diving. IHQ MoD (Navy) replied (August 2013) that the 

compet~nt authority had accorded approval for recovery of money from the 

conce~ed divers. and, accordingly, letters directing . personnel to deposit 

a~oun~s with the units imprest or by Military Receivable Order(MRO) were 

under aespatch. Replying further to a specific Audit query_ (August 2013) 
i . . 

relating to administrative/disciplinary action taken/contemplated, it was stated 

(Augu~t 2013) that the aforesaid administrative action -of recovery was 

considered.adequate by the competent authority and no disciplinary action was 

conteclplated. 

! 

The aqove case was based on our test check of records at one location. IHQ 

MoD tNavy) needs to review the functioning of the entire system at the 

remairiing locations to ensure that administrative controls are propedy 
• 1. d . mamtame . 

I 

In su~, weak controls and falsification of official records at INDT (D) led to 

fac:i.lit~ting disbursement of Dip Money totalling ~10.24 fakh to 196 divers. 

The dtaft paragraph was issued to the Ministry in June 2013; their reply was 
I 

awaited (December 2013). 
• • . I 

. Prlilill~iipan 01mtirGRliell" of Jl)iefence Accollllllllts (Navy) recovered 'Jl.39 
cJro:n-e: fr'irom a piriva1l:e fill"m alls lliqmdated dam~ge foll" !latte defiliveiry oft' 
ifirnen lql~urges, alfteJr lbieh11g poillllted out by Aumt. 

The Ministry of Defence (MoD) in October 2007 accorded. sanction for 
I 

acqui~ition of two 500 ton fuel barges at a total cost of ~27 .90 crore. 

Acco~dingly the contract for construction and delivery of these barges was 

cond*ded between the MoD and Mis Shalimar Works Limited (Mis SWL), 

Kolk:Jta in November 2007. The contractual date of delivery of the first and 
! 

secon~ vessel was February 2009 and May 2009 respectively. 
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I 
As per Article 5.1.2 of thp contract no Liquidated Damages (LD) was to be 

levied for the first one itjonth of delay and the delivery of the vessel was 

delayed by more than one\ month 0.5 per cent LD at the rate of, subject to a 

ceiling of 5 per cent of thef basic cost was to be levied. If the delay in delivery 

was in excess of ten mo~ths, the parties to the contract were to mutually 

decide upon the action t~ be taken. Further Article 4.6.3 of the contract 

provided that 'All such d~livery extensions were to be compiled and issued 
I . 

with the approval of Mo.ID, as a consolidated amendment to the contract'. 
I 

Integrated Headquarters (IJIQ), MoD (Navy) however failed to take up the 
I 

matter with MoD to evolve\ a comprehensive case for delay and thus could not 
I 

affect any amendment to thf contract. 

1 

The fuel barges (yard 766 ~nd 767) were not delivered by the stipulated date 

i.e February 2009 and M~y 2009 respectively, and in the absence of any 

extension, the Principal Cohtroller of Defence Accounts (Navy) [PCDA (N)] 

recovered 5 per cent LD tJtaling ~l.39 crore (@ ~69,74,999 each) from the 

5th stage payment for bothlthe yards 766 and 767 in February 2010 as per 
I 

terms of the contract. 1 

I 

i 
The IHQ, MoD (Navy) in February 2010 requested the PCDA (N) to refund 

the LD on the grounds thdt the entire delay could not be attributed to the 
I 

contractor as the delay was also due to delinquent vendors who failed to 
I 

supply the equipments to b~ fitted on board. IHQ also stated (February 2010) 

that the LD issue would be\ taken up on delivery of the vessels and that the 

attributability of delay wolild ··be taken up with the CFA .thereafter. The 

shipyard preferred the bill fdr refund of LD (March 2_010) which was returned 
I 

by the PCDA (N) stating that refund of LD could be considered only after 
I 

extension of delivery period \was approved by the CF A. 

I 

Thereafter, the bill was again preferred in June 2010 and the Warship 
I 

Overseeing Team, Kolkata qwOT) of the Navy requested the PCDA (N) that 

the LD deducted be refund9d back to Mis SWL, Kolkata. In July 2010 the 

PCDA (N) refused the refund on the ground that the delivery period was not 
I 
i 
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I 
extendeq by the CF A. However the LD amount of ~l.39 crore was refunded to 

. I .• 

the firm ~n July 2010 itself. 

I 

Audit o~served (08 July 2011) that the refund was without extension of the 

delivery!period by the CFA and was despite clear orders to the contrary of the 
! . 

PCDA (N). Thereafter at the instance of Audit, the PCDA (N) effected the 
I 

recovery on 26 July 2011. 
I 

i . 

Office qf the PCDA (N) accepted (September 2011 and August 2013) that the 
I 

refund fas made due to misinterpretation and miscommunication of orders of 

t:he PCJPA (N). 
I 

The malter was referred to the Ministry (January 2013). While accepting the 

facts, tlie Ministry of Defence (Finance) stated in their reply (October 2013), 
I 

that the)lapse was noticed by Office of the PCDA (N) before Audit could point 

out the I same and that it was a coinddence that initial audit objection was 

receive~ on the same day of 21 July 2011, on which the PCDA (N) had 

approv~d the recovery of LD. The Ministry also stated that there were no 

lacuna~ in illtemal monitoring system and that LD could not be recovered 

earlier due to insufficiency of payables to the shipyard against which the full 

quantui of LD could be recovered. The Ministry however, added that the 

PCDA l<N) has now proposed to accord a warning to the concerned officials 
I 

for the lapse. 
. ' . 

'This contention of the Ministry is however not acceptable as the initial audit 

observ~tion was issued on 11 July 2011, while LD was recovered onlly on 26 
I . 

July 2011. Moreover, t:he Office of the PCDA (N) should have recovered the 
I 

LD iminediatdy from all available payables. 

I 

Thus ~ailure of IHQ, MoD (Navy), in amending the contract on time for 
I 

extens~on of delivery schedule coupled with weak internal control in the 
I , 

Office! of PCDA (N) thereby resulted in incorrect refund of LD, which was 
I . .. 

recovered at the instance of Audit. 
! 

I. 
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Incorrect interpretation of the Government Orders reiating to 
I , 

regulation of payment of Island Special Duty Allowance by the illQ 
MoD (Navy) led to an ov~rpayment of ~.29 crore. . 

I 

I 
The Government of India, \Ministry of Finance introduced (May 1989) an 
Island Special Duty Allowance (ISDA) in lieu of the Special (Duty) 

Allowance to civilian einplo~ees, who had an all India transfer liability posted 
in the Andaman, Nicobar ancl Lakshadweep Islands. ISDA was to be restricted 

I 
in the same manner as Special Duty Allowance and therefore not admissible 

I 
during leave I training beyon;d 15 days at a time and beyond 30 days in a year 

I 

and during suspension and joining time. 
I 
I 

Based on the recommendati~ns of yth Pay Commission, ISDA was extended 
I 

(February 2000) to Defence Service Personnel (DSP) as well. The terms and 
I 

conditions and the rates of ISDA applicable to civilian employees was 

applicable mutatis mutandisl to the DSP also. The rate of ISDA ranged 

between 12.5% and 25% of (the basic pay depending on the area of posting 
within the Islands. ' 

I 

Audit scrutiny conducted (March 2012) at Headquarters, Andaman and 

Nicobar Command (HQ, ~C), Port Blair and Naval Pay Office (NP0)9
, 

Mumbai revealed that the ISDA paid to Naval Personnel posted at Andaman· 
I 

& Nicobar Islands was not [being regulated as per the Government orders 
regarding reduction in ISDA during leave I training etc. 

I 

I 
The matter was referred (March 2012) to the HQ ANC, who stated (March 

2012) that all genforms10 p~rtaining to leave/ temporary duty/ training in 
I 

I 

9 Naval Pay Office (NPO) functipns under Indian Navy aild is manned by Naval Officers, 
Sailors and Civilian staff. The charter of NPO is to ensure correct authorisation and 

I . 
disbursement of various Pay an~ Allowances to Na val service personnel as per rules: 

10 Genform in Indian Navy is intended to communicate occurrences such as transfer, leave, 
punishment, changes in rank, Jngagement etc., affecting pay and allowances ·and other 
entitlements of an officer or a ~ailor. Original copy of the genform is sent to the Naval 
Pay Office and one copy is m4tained by the concerned unit. 
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I 

I 
respect qf Naval personnelwere regularly be:i.ng sent to NJPO; However, HQ 

. ANC su~sequently stated (July 2012) that the payment was based on the IHQ 

MoD (Nkvy) Order of October 2007, which had stipulated that only reporting I 
I 

transfer to and from Andaman, N:i.cobar and Lakshadweep Islands should form 

the basi~ for regulating theISDA. In other words, the Order of October 2007 

of the llQ MoD (Navy) did not specify regulation of ISDA during periods of 
. I 
leave/ temporary duty I training etc. as required by the Government Orders on 

I 
regufati6n of ISDA. Our scrutiny (August 2012) also revealed that the practice 

of non-tegulation of ISDA as envisaged in the Government Orders had been 
I . 

continuijng in Navy since the year 2000 after the issue of an incorrect 

interpretation of the Government Orders by the IHQ MoD (Navy) in August 
I . . 

2000. i · " 

' . 

i . 
We called for (May 2012) from the HQ ANC/NlPO the details of leave, 

I 

training! etc. availed ·of by the Naval Personnel to assess the quantum of 

overpa~ment of ISDA paid. The requisite details were not furnished by the 

NJPO. However, based on the details made available by the HQ ANC, of leave/ 
I 

training availed of by the Naval Personnel since the implementation of Vlth 

Pay Cohmussion i.e. w.e.f. 01September2008, we· computed the overpayment 

restricting to just one aspect i.e·. the period of absence on leave and training 
I 

period exceeding 15 days at a time, in respect of officers and sailors posted at 
I 

14 Navhl Units at A & N Islands. The pay scale for computing the excess was 
! 

adopted by us at the midrange and the percentage of ISDA was adopted at 
i . 

12.5 p~r cent Le. the lowest of the three ranges of ISDA. The excess payment 

based ~n this conservative computation worked out to ~3.29 crore as brought 

out in the Annexure-11 and m. 

Our ftjrther scrutiny (June/July 2012) ·showed that while Air Force has 
I 

explicitly :i.nd:i.cated in their orders that ISDA was not payable during leave/ 

training exceeding 15 days at a time and 30 days in a year and the Army had 

, also sttlctly been regulating the ISDA, the Order issued by IHQ MoD (Navy) 
I . 

remained silent on the regulation of ISDA. We also noticed that in its 
i 

correspondence with HQ ANC, the IHQ MoD (Navy) admitted (June 2013) 
I 

that ISDA was not admissible during leave I training beyond 15 days at a ti.me 
I . 

and b~yond 30 days in a year and during suspension and joining time. 

Howeyer, in response to our reference (February 2013) on the issue, the IHQ 
I 
I 
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MoD (Navy), stated (July 201:3) that there were no Government Orders/rules 
in the case of Navy, for restriction of payments during leave etc. 

The reply is factually inLrrect, as the later Government Order.; of 2002 

clearly stipulate that the brd~rs of ][SDA allowance for civilian personnel 
would mutatis mutandis b~ applicable to DSP posted in Andaman & Nicobar 

Islands. This was further cbnplified in the subsequent Government Orders of 
2008 on the V][th Pay Cbmmission and is also proven by the fact that 

~estrictions on regu~atio1 of . payment of ISDA have been properly 
implemented by the Air Fo~ce and the Army. 

Thus despite IHQ MoD (NLy)'s own awareness of its irregufarity, illQ MoD 

(Navy) did not take any f9rth~r steps to rectify the erroneous interpretation. 

The Mini_stry of Defence CfAin~stry) needs to take a view _on the matter ~d 
also ascertain the exact quantum of overpayments for further appropnate 
action. 

The draft paragraph was issued to the Ministry (May 2013), their reply was 
awaited (December 2013). 
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Procti:irement 

JICGS Vikram, identified for decommissioning went in for shod 
refit 

1

at a cost of ~5.66 crore, just prior to decommissioning, due to. 
Ilaclk oft' co~rnrdination between the two Directorates of ICGHQ. 

Ships become due for repairs and refurbishing after completing a certain 
I 

duratic:m of service. However, after a certain stage, it is no longer viable to 

econoffiically refurbish/repair the vessels, and the same are decommissioned. 

Indian Coast Guard instructions (CGO 12/2001) stipulate detailed procedures 

for d~commissioning of ships. As per these guidelines for ships awaiting 

decommissioning/disposal, orny essential repairs termed as Essential Repairs 
' . 

Dry lIDocking (ERDD) should be undertaken to ensure safe floatation tiU 

disposal of the vessel 

Audit. scrutiny (August 2012) in the case of ICGS Vikram revealed that 

contrary to the above instructions an expensive and unwarranted Short Refit 

was tlndertaken at a cost of ~5.66 crore, even though ICGS Vikram was 

identified for decommissioning, as brought out in succeeding paragraphs. 

ICGS Vikram, an Offshore Patrol Vessel (OPV) was commissioned into 
I 

service in December 1983, with a normal service life of 20 years i.e. up to year 

2002.1 However, ICG ·decided (January 2002) that ship could not be 
I 

decmµmissioned as per the normal life cycle, till a replacement was received, 

to avpid depletion in the existing force levels. The decision was despite the 

fact that material state of the ship was poor in year 2002 itself. Thus, the 
' 
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I 

decommissioning of ICGS\ Vikram was clearly linked to a replacement vessel 

being made available. 1 

i 
Thereafter, the Directorate of Fleet Maintenance (DFM) in the Indian Coast 

I 
Guard Headquarters (ICGHQ) initiated the case for Short Refit of ICGS 

Vikram in July 2009. Th~ last Short Refit of the ship was completed in 
I . 

July 2008 and the next Sh9rt Refit was due in October 2009. The proposal for 

offloading the Short Refit ~f ICGS Vikram to Mis Homa Engineering Works, 

Mumbai was approved (April 2010) at a cost of ~6.68 crore. The refit was 
I . 

completed between July 2010 and December 2010. 

I 

Simultaneously, while the d
1
ase for offloading of refit was in progress, the case 

for decommissioning of ICOS Vikram was revisited and a Board of Officers 

was constituted (Septembet 2009) at Regional Head Quarters, Coast Guard 

(East), Chennai to assess \the , material state of ICGS Vikram. The Board 

recommended (November 2009) that overall material state of the ship was 
I 

unsatisfactory, any major repairs would involve high cost and that the ship be 

decommissioned and disposbd in the shortest possible time and sold as scrap. 
. I 

I 

Based on the recommendations of the Board, the Directorate of Planning and 
I 

Policy (DPP), in the ICG~Q proposed (April 2010) the phase out the ship 

from service by decommissi~ning and placing the ship in Category 'Z' reserve 
I 

with effect from middle of year 2010. Meanwhile replacement ship ICGS 

Vishwast was received and\ co~ssioned in March 2010. It was envisaged 

that manpower complement\ of the ICGS Vikram would be re-appropriated to 
I 

ICGS Vishwast. The ICGHQ finally approved the proposal in September 
I 

2010 for seeking approval 0f the Ministry of Defence for decommissioning, 
I 

which was approved by the ~inistry in December 2010 indicating dearly that 

the ship be decommissioned µi January 2011. 
I 
I 

The absence of co-ordinatioh between the two Directorates of the ICGHQ is 
I 
I 

evident. Thus while the DP.I? processed the case for decommissioning during 

the period April 2010 to September 2010, the DFM marshalled the case for 
I 
I 
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offloaditjg of Short Refit from April 2009 to July 2010. The Table below 
I 

brings m~t the sequence of events by the two Directorates of the ICGHQ: 

Tllm.eliimes Pirop@sru frnr decommissfomllllg of ship Proposal for offloading tllue 
lffianilled by IDPP, TICGHQ !l"'efi.t handled by 

DFM,ICGHQ 

March Replacement ship ICGS Vishwast Refit case being processed. 
2010 commissioned, paving way for 

decommissioning of ICGS Vikram. -
I 

April 2010 The Directorate recommends The ICGHQ approve the 
I 

decommissioning of ICGS Vikram. proposal for offloading the 
I 

refit. 
. I 

I 

September DG, !CG approves decommissioning of Refit is in progress. 
201b ship and recommends the same to 

Ministry of Defence. 

Deceriiber Ministry approves decommissioning Refit is completed at a cost 
I 

20~0 proposal and placing of ICGS Vikram as of ~5.66 crore. 
i 

I category 'Z' with effect from January 
I 2011. i 

The abibve clearly brings out the lack of coordination in the action of two 

Directorates. Moreover, ICGHQ was well aware of the fact of ICGS Vikram's 
I 

impenqing decommissioning while approving the Short Refit. Eventually, the 

refit wks delayed and was completed in the same month in· which Ministry 
I 

approv~d the decommissioning. 

The Rdg:i.onal Headquarters (RHQ) (East) justified (November 2012) the Short 

Refit Jtating that it was taken as it provided an additional platform for 
I 

deploypient in view of severe shortage of operational platforms for securing 

the entrre coast. They added that ship acquisition was time consuming task, 
. I . 

and ti~ such time extending the operational life of the existing platforms was 

the best option. While stating that DlPlP and DFM in the ICGHQ had different 
I 

roles; ;the RHQ (East) did not accept that there was lack of co-ordination 
between them. 

126 

··~ 

I 
! 

j 
I 



Report No.4 o/2014 (Air Force and Navy) 

The reply is however not ad
1
ceptable. The refit action was delayed inordinately 

as the planned Short Refit ~scheduled in October 2009 could be taken up by 
ICG only in July 2010 by Jrhich time decommissioning of ICGS Vikram was 

being actively pursued, wit~ its replacement being available. 

In sum, ICG undertook an pnwarranted Short Refit of an aging ship marked 

for decommissioning, and i* the process incurred an avoidable expenditure of 
~5.66 crore. 

I 

I 
The draft paragraph was iss4ed to the Ministry (January 2013), their reply was 
awaited (December 2013). 1 

Failure on the part df Indian Coast Guard to dovemtrn 1l:he 
procurement of Inverte~s an.d INS GPS with surveillance rarllm.·s 
resulted in an extra expekdi~ure of ~2.87 crore and also defayed 1l:l!n.e 
integratiOn of these rada*s on Dornier aircraft. 

i 
I 

The Surveillance Radar is the main sensor fitted on a Maritime 
. I 

Reconnaissance aircraft. Non-availability of the same limits the mission role 

of the aircraft. The Indian ico~st Guard has an inventory of 24 Dorniers 
I , 

DO 225-101 (Dornier) aircraft 17 of which are fitted with Super Maree 

Surveillance Radars (SMRs) [which have been in operation for about 20 years. 

The SMRs fitted on these Dohuer aircraft had outlived its life and the Original 
I 

Equipment Manufacturer (O~M). of this radar had stopped its production. The 
I 

remaining seven Dornier aircraft are fitted with Maritime Patrol Radars 

(Elta Radars), as an initial fi~, manufactured by Mis Elta Systems Ltd., Israel. 

The performance of Elta R~dars, over a period of time was found to be 

satisfactory. It was, therefore\ proposed (December 2004) by the Indian Coast 
I . 

Guard (ICG) to replace all 17 SMRs with Elta Radars. Our scrutiny of the 
I 

replacements revealed lapses\ on the part of ICGHQ as well as Mis HAL in 
progressing the integration of 17 Elta Radars on Dornier aircraft as discussed 

, I 

in subsequent paragraphs. 
I 

I 

In order to meet the requirements of Dornier aircraft of the ICG, the Ministry 

of Defence (Ministry), in Mb.ch 2008, concluded a contract with Mis Eha 
I 

127 



' 
I 

Report No.4of 2014 (Air Force and Navy) 
I 

i ·-
Systems !Ltd., Israel at a total cost ofUSD 19.49 million for procurement of 10 

Elta rad¥s .and their major Line Replaceable Units (LRUs). The radar~ were 

schedule:d for delivery between May 2009 and March 2010. ICGHQ, 

thereaft~r concluded in March 2009 a contract at a cost of ~16.70 crore, with 
. r' -

Mis .Hindustan Aeronautics Limited (HAL), Kanpur for integration of these 

Elta radJrs on 10 Dornier aircraft. The integration of the first Elta radar was to 
I 

· commedce in December 2009 and by April 2011, all the 10 Elta radars were to 

be integfated onboard the Dornier aircraft .. Subsequently, ICGHQ, in February 
' . 1 

2010, al~o placed a supply order on Mis HAL for supply of 10 Inverters and 

1 O INS ~PS2 at a total cost of ~9 .98 crore. The procurement was necessary to 
. I 

success~lly coµiplete the integration of 10 Elta radars on Dornier .aircraft. 

These i~ms were to be delivered in a staggered manner between February and 

November 2011. 
I 

The M~stry in March 2010, concluded one more contract, at a total cost of 

USD 1~.85. million with Mis Elta Systems Ltd., Israel for supply of the 

remaini~g seven Elta radars, seven Invertors, seven INS GPS along with 

LRUs ~nd other auxiliary items. The firm supplied the items as per the 

schedul~ i.e. by 25 January 2012. The contract for integration of these seven 
I 

Elta radars was concluded between the ICGHQ and Mis HAL in March 2010 

at a cos~ of ~12.03 crore. The aircraft, after radar integr~tion, were required to 

be deli~ered between July 2011 and March 2012. 
I . 

. i 

We observed (August 2012) that though Inverters and INS GPS are ·essential 

for suc~essful integration of Elta radars, these were neither considered nor 
contrac~ed with the procurement of 10 Elta radars in March 2008 and later 

when t~e contract was concluded in March 2009 with Mis HAL for integration 
I 

of thesy Elta radars. The supply order for 10 Invertors and 10 INS GPS was 

placed ;only in February 2010, whereas, the integration of first Elta radar was 

to conimence :i.n December 2009 itself. We also observed that Mis El ta 

Systerris Ltd., Israel had quoted in December 2008 for Inverters and INS GPS 
i 

at a co~t which was less by 46 per cent and 3 per cent respectively than the 
tender9d cost of Mis HAL of February 2010. However, no cognizance was 

taken tjf the quote of Mis Elta Systems Ltd., for. supply of these items, made :i.n 
i " 

Inv~rters supply the requisite power to the, radar system. 
2 JINS~ GPS is critical for inertial navigation and gives directional and spatial information to 

the radar system for correct orientation. 
I 
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I 

December 2008. N~n-con~ideration of the offer made by Mis Elta Systems 
I . 

Ltd., Israel for Inverters! and INS GPS led to an extra expenditure of 

~2.87 crore. Procurement bf these items subsequently in March 2010, by the 

Ministry, directly from Mff Elta Systems Ltd., Israel was also at prices lower 

by 45 per cent and 13 Pier cent for Invertors and INS GPS respectively 
vis a vis the rates accepted by the ICGHQ in February 2010. 

I 
We further observed (Aug~st 2012) that despite a delay of almost two years by 

the ICGHQ in placement df supply order on Mis HAL for inverters and INS 

GPS, there was a lack of brgency resulting in delayed placement of in tum 
I 

supply order in ·February 2pl l by Mis. HAL for these stores and that too for 

only three instead of the i required 10 INS GPS. The delayed supply of 
I , 

Inverters and INS GPS by HAL was a major factor, which necessitated three 

chan~e o~ders for ~elivery 1

1

of Elta rad~s contr~cted in March 2008, thereby, 
resultmg m extension of letter of credit for which ICG had to bear an extra 

I 

expenditure of~0.92 lakh. · 
I 

I 
We also noticed (February ~013) that a:s of December 2012, only 14 out of 17 

Dorniers, were integrated Jith Eha radars and even in this, the integration of 
I 

radars on three Domiers c9uld be possible through re-appropriation of INS 

GPS and Inverters availaHle . with the ICG through other contracts. The 

slippage in delivery of InJerters and INS GPS had impeded the optimum 
I . 

utilisation of the costly rada.I]s, thereby, limiting the mission role of the Dornier 
' aircraft fleet of the ICG. 

I . 

Ministry of Defence in its r9ply .(November 2013), admitted that ten Inverters 

and INS GPS could not be c'.ontracted with the procurement of 10 El ta Radars 
I 

as they did not form part o1 the Acceptance of Necessity but added that the 

procurement of these items from Mis HAL was in conformity with the 
I ' 

previous procurements madt by the ICG from Mis HAL i.e. under Repair 

Maintenance Order Route. :N-iinistry also stated that Mis HAL was the OEM 

for the Dornier aircraft and ~he compatibility of Inverters and INS GPS was 

the reason due to which glob~l tendering was not resorted to as the best option 

was to let Mis HAL procure ta compatible Inverter and INS GPS for the ICG. 
Further, the Ministry held th~t the quote of Mis Elta Systems Ltd. (2008) was 

considered for benchmarking and that the extra cost due to procurement 
I 
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through ~s HAL was limited to ~l.66 crore as Mis HAL had to be paid 
I . 

escalatio~s, handling charges and extended warranty. The Ministry also stated 

that Elt~ radar was installed on only one aircraft by re-appropriating an INS 

GPS frob. an ICG Dornier, which was under major servicing and an Inverter 

ex-IOG f stock The Ministry further accepted th~t there was .a delay by 
i . 

Mis HAL in placing orders on Mis Elta Systems Ltd for Inverters and INS 
I 

GPS ancl attributed the delay in integration of radars, to capacity constraints at 

Mis~ and simultaneous integration of other systems i.e. X, Y and Zin 

addition to the Elta radars, on the Dornier aircraft. 

The reply of the Ministry :i.s not acceptable as _the Defence Procurement 

Manual) (DPM) issued in 2005 and 2009 does not contain any provision for 

procurement of stores under Repair · Maintenance Order Route. The 

procurebent of these items in March 2010 by the Ministry of Defence directly 
! . 

from Mis Elta Systems Ltd, without involvement of Mis HAL, underscores the I . . 
fact that there were no issues relating to compatibility of these items vis-a-vis 

I . 
either the radar or the aircraft. The explanation offered by the Ministry with 

respect
1
i to the extra expenditure of ~l.63 crores is also not acceptable as the 

Minis~ has also taken into account various overheads payable to Mis HAL in 

dete~ning the reasonability of quotes submitted by Mis HAL. Purchase of 

these i~ems from the OEM i.e. Mis Elta Systems Ltd, would have resulted in a 

saving !of ~2.87 crore. Further the contention of the Ministry that only one 

aircraf~ was installed with re-appropriated INS GPS is also not acceptable as 

Coast puard Headquarters in February 2013, had admitted that three Elta 

radars !had been :integrated on-board Dorniers, by initially re-appropriating 

Invert~rs and INS GPS available to the ICG through various contracts. 

Beside~, there was no evidence on record to suggest that the replacement of 
I 

Eta Rfdars on-board Domiers was initially with fitment of X, Y and Z. 

t 

Thus, !failure on the part of the Indian Coast Guard to synchronise the 

procur~ment of Inverters and INS GPS with the procurement/integration of 
I ' 

Eta r~dars delayed the integration of radars. Besides, belated procurement of 

these !items, made from Mis HAL, also led to extra expenditure of 
i 

~2.87 crore. 
! 

I 
I 

I 
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Irrnd!Jlan. C@astt GU11aird a1ll!thodttiies d!iidl irnolt (Call"ieffllll!Ily exeirdse the O]plttfon 
cfa1Ullse iiirn tllne conltrn1d Jf6Ir tthe 6tlln Adlval!llce Offsh((])Jrte Palt~oli Vesset 
1fllnis Ilerll 1!:1DJ aJJJlavoildalbJile paybnelllltt of ~ ]_o75 Cll"Oir'e rt;({]) Mis GSL? Gml!o 

In February 2004, Ministry iccorded sanction for acquisition of one Advance 
Offshore'lPatrol Vessel (Sth AOJPV) from Mis Goa Shipyard Limited, Goa 

(Mis GSL) for the Indian Coast Guard (ICG) at a cost of ~228.14 crore. 
Accord~ngly, a contract was 

1

concluded with Mis GSL on 18 March 2004. As 

per opt.I.on clause of the contract, the buyer could place order for one ·more 

AOJPV withln one year froiJ the effective date of contract, ~ithout any cost 
escalation. The cost of ~228h4 crore for an AOJPV was therefore valid up to 

17 March 2005. Thereafter, ihe validity of the option clause was extended up 
to 30 September 2005. I 

I 
I 

Meanwhile the ICG prop0Ja1 for placing order for an additional AOJPV 

(6th AOJPV) was examined lby :the Ministry and Acceptance of Necessity 

(AON) was accorded :i.n February 2005 under option dause as a repeat order 

on nomination basis
3

. The I Mi¢stry :i.n July 2005 accorded sanction for 
acquisition of 6th AOJPV from M/s GSL as a repeat order of the 5th AOJPV 

without any cost escalation abd change :i.n contract terms and contract for the 
same was conduded with wJ GSL in August 2005. 

I . 

I 
Our scrutiny (July 2012) showed that the relevant articles of contract 
provisions included the foUoJing: 

./ Artide 2.1 provided Jhat the vessel was to_}Je designed, constructed 

and delivered as per tAe provisions of the contract, which included the 
Building Specification! and the General Arrangements Drawing. 

I 
./ Artide 3.2 provided that in case any deletion, addition and 

modificati9l\1 was req~ireq to the. list of machinery and equipment as 
specified in 'the BuHd:i.ng $pecifi.cation' the Contract price was also to 

• .· • I : . . 
be adjusted ac.cordmgly. • · 

3 
Nomination in shipbuilding i~ selection of a defence public sector undertaking for 

construction of navy I coast guard vessels . 
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./ Section 1.3 under Article 2; 1 stated· that the same 'Building 

Specification'. provided for a model testing4 of the hull form under 

qifferent conditions. 

Since the 6th AOPV was a repeat of the 5th AOPV and identical to the previous 

AOPV, design development and Model Testing was not required for the 6th 

AOPV. 1 The time period of the 6th AOPV was also reduced from 41 months to 

36 months since no design development and 'model test' was required. 

Accord~ngly no model test was carried out for the 61
h AOPV. 

Howev~r, we observed (July 2012) that the contract price was not suitably 
amende

1

d by ICGHQ in the contract for the 6th AOPV and no deduction in 

contract price was carried out for not carrying out any model testing. We also 

observed (January 2013) that ICG had made a payment of <'1.75 crore towards 

model testing which was not warranted. Thus, failure of ICG in not adhering 

to the . contract provisions led to a situation under which a payment of 

<'1.75 crore had to be made for model testing which was neither required nor 

carried !out. 

Ministriy replied (May 2013) that: 

4 

• ,As per contract, the cost of <228.14 crore was valid only upto 

17 March 2005. Mis GSL agreed to extend the option clause up to 

: September 2005, without any change in price; whereas there would 

. have been substantial increase in input costs. Thus the cost advantage 

·towards non-conduct of model testing was passed on by Mis GSL to 

the Government, in the form of retaining the validity of option clause 

i period for additional three months and reduced delivery period. 

" The Defence Procurement Board (DPB) took into consideration 

; various aspects in totality viz. that the initial negotiated price for the 5th 

. AOPV, the reduced delivery period and the extended validity period of 

. option clause and decided to keep all the terms of contract unchanged. 

0 The Shipbuilding projects are highly complex in nature consisting of 
1 numerous elements and that the cost of the next AOPV cannot be 

; revised only on the basis of one of the costing element i.e. model 
· testing. 

'Model Testing' is carried out to verify the design, for which the hull form is tested. 
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The reply of Ministry is 1 however not acceptable since ICG had obtained 

reduction in delivery period on the ground that no model . testing was 

necessary, indicating that they were fully aware of such deletion. Further 

ICGHQ note dated 28 January 2008 clearly brings out that an oy,ersight had 

occurred by not raising the issue of reduction in expenditure while reducing 

the delivery period. 

Thus, failure to enforce adequate attention to detail in exercising the option 

clause in the finalisation of the contract led to an avoidable expenditure of 

~1.75 crore. 
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Scirutiihy off 24 pr([])jed§ aimed at aicmevb]g lilllldligem§2ltfo1Ill, 
undeirtak.eri by Navy alfftiilliiated DRDO fabrnrat([)rie§ at a co§lt l{]lf 

I 

~31.~1 cr@ire revea~ed that 21 p.rojed§ i.e. 87 pter cent, rl\id not 
21dlhl.eire to tlhle m."iiglinal tfunraeframe for c([])m]l_)lletion. Seven ]l_)lJr([])jeds 
wntllll.e~§ed. Cl{])St ([])Vell."Jrll.Rl!ll§ irangling Jfirom 38 ro 348 per cent. Sc.rutliny 
of 12 ~rojeclt§ refa1terll. to crittJicail D.aVru tecJlnl!Jl.([])fogfie§ SJhl.([])Wed defiays, 
tedhln~Il@gk31ll obsoRescelillce, mfference of perceptfons betweerrn Navy 
an.d tjRDo oll1l §urt~ce§§ cli"itell:"Ji31, defalyeilll ~®mn:muurnkatii~lill IOlf ~Rs and 
ffrequ.ll~l!llt cll:n.airu.ge§ m QRs by Navy c®ntnbu.tmg 1l:o fadmure m adual 
imi1l.llciflonoff in.diigenrnrn§Ry devell@ped capalbliilliity. 

6.1.1 futr([])dudlirnm 

I 

Reseai;-ch and Development activities need to be dynamic in order to cope with 
I 

the highly complex and technology intensive requirements of the Navy. The 
I 

develdpment of equipment, sonar systems, underwater weapons and materials 

for nhval platforms such as ships, submarines and aircrafts require 

incorp:orati.on and integration of muUi-disciplinary technologies. To achieve 

this, the Directorate of Naval Research & Development (DNRD) at DRDO 

HQ a6ts as the interface and facilitates effective interaction between Indian 

Navy /and DRDO Labs. 'fhe Directorate deals with technologies in areas such 

as underwater Weapons, underwater Sensors, Naval Materials and Marine 

Biolo~y, underwater Ranges, Oceanography, Ship Hydrodynamics and 
Structpre, and Fuel Cell and Marine Stealth. 

DRDO has a network of three naval laboratories, viz. Naval Material Research I . 

Labo~atory (NMRL), Ambeimath with competency in metallurgy, polymer 
science and technology; Naval Physical and Oceanographic Laboratory 

I 
(NJPqL), Kochi engaged in the design and development of underwater 

134 

I 

I 
! 



= 

I I 
! 

Report No.4 o/2014 (Air Force and Navy) 

surveillance. systems and j N a:'al Science and !echnological . Laboratory 
(NSTL), V1sakhapatnam, I dedicated . to the design and development of 

underwater weapons and as~ociated systems for the Navy. 
1 

I ' 
6.]_.2 PJrojed frnrmmati~n a.nd the Financial Powers 

I 

Like other DRDO laboratories, Naval Laboratories also take up Mission Mode 

(MM)/Staff projects, Teci0ofogy Demonstration projects (TD)/Research and 
Development projects (R&D)/Science and Technology (S&T) and 

Infrastructure Facility (IF) ~rojeCts. Selection of a DRDO project involves ~ 
I ~ . 

process of conducting a f¢asibility study, p:J.amring and peer review. After 

completion of the peer revi6w, the project proposal is submitted for sanction to 
I ' 

the competent authority as !per the delegated financiall powers vested with the 
I 

respective authority. A brief description of various types of projects and the 

procedures required for ap~roval is ~s under: 
! 
I , 

6.1.2.1 Mission Mode (MM)/Staff projects 
! ' 

i 
These projects involve deliverables for the services within a specified time 

. I ' 

frame for induction. These projects are usually referred to DRDO by 
. I 

concerned Staff (Army, Navy & Air Force), in the form of General Staff 
I . . 

Qualitative Requirement i (GSQR)/Naval Staff Qualitative Requirement 

(NSQR). Based on SQR s~bmitted, DRDO conducts pre-project or feasibH:i.ty 
studies and offers its expert coii:nments on the project to the initiating Staff, 

after which the project is fibaHsed, modified or dropped by the initiating Staff. 
I . 

The procedures for va'rious. activities for project management are 
I . 

conceptualisation, feasibility studies, peer reviews, sanctioning, monitoring 
I , 

and reviews, closure of projects and transfer of technologies. 
i ' 

6.1.2.2 Technollogy nJmonstration (TD) projects 
I 

I 

I 
These projects are normaUy imtiated by DRDO as feeder technologies for 

future or imminent Staff ptojects. These are funded and controlled by DRDO 
I 

with modest or limited usfr inputs. The purpose of this type of project is to 
develop, test and demonstr.ate a particular technology. Modules of this may be 

developed by industry and jctesign/analysis packages by academia. 
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These cl.re low level projects funded solely at the Lab level with loose 
I 

alignmept to future technological needs. S&T projects are normally taken up 
with addemia involvement and include a·quantum of analysis·and simulation 

I . 

module~. 
I 

6.1.2.~ ! llimifirtillSll:Irillldllllll"e F~d!li1ty (IlF) JP>Ir([])ject§ 

These aie for setting up infrastructure facilities. The Competent Authority for 
I 

sancti.onling of the project and the cost limits a.ire as under:-
1 
I 

§Il. 

No. 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

AlJ'J1'JH[ (()) l1U'll'Y 

I Laboratory Director i 
I 
I 
I 

i Chief Controller 
i 
i 
I 

I DG I 

I 
I Secy Def(R&D) 
I 
I 

I 
I 
I 

i. 

! Raksha Mantri 
I Finance Minister i 
[. 

: Cabinet Committee on 
I 
r 
I 
! 

Security(CCS) 

(5).Jl.3 §c@p~ '1llf AnuRnbl: 
I 
I. 

I 

lFJINANCJIAJL JFJINANCJIAJL JP'(())WJEJR§ 
JP'(()) WJEJR§ • ( wi1tlbt ft'Ill!llallllcliail COllllCl!l!ll"ll"tellllCte) 

Up to 10 lakh Up to 5 crore 

(with IFA concurrence) 

- 5 crore to 25 crore 

(with IPA concurrence) 

- 25 crore to 50 crore (with IFA 
concurrence) 

- 50 crore to 60 crore (with JS & Add FA 
concurrence) 

.• 
60 crore to 7 5 crore 

[(with FA(DS)/Secy Def(Fin) 
concurrence)] 

75 crore to 500 crore -

500 crore to 1000 -
crore. 

Beyond 1000 crore -

The pres~nt audit focuses on the MM, 1D and R&D projects with emphasis on 
I . 

meeting i the user's requirement based on the Qualitative Requirements 
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{ 
10utline/Preliminary/Definite Naval Staff Qualitative Requirements 

(NSQR)}. The QR expre~ses the user's requirements in terms of capability 
desired with minimum r~quired verifiable functional characteristics at the 
same time to ensure that fbrmulation does not prejudice the technical choices 
by being narrow and tailor1 made. The SQR is drafted by the user directorate 
at Service Headquarters. The existence of a QR indicates that Navy had some 
plans of acquisition or at least a felt need. Therefore, projects with QRs were 
selected for audit scrutiny. i Completed projects and projects which witnessed 
time overruns were subj~cted to detailed audit scrutiny. In the case of 
on-going projects, except f0r the analysis of reasons of time and cost overruns, 
a detailed assessment was not attempted, as evaluation of achievements with 

I 

reference to definite deliverables, would be premature. 

Audit covered twenty four, projects with QRs, sanctioned during the period 
1991 to 2010 at a total cbst of ~731.51 crore and examined whether the 
deliverables anticipated in these projects were achieved within the projected 
time and cost framework. 

6.1.4 Criteria to determiµe success of project 

MM/Staff projects are high 
1

:priority projects taken up by the DRDO based on 
well defined user requirements in terms of QR, deliverables and time frame. 
Successful projects involve: technology transfer and post-project production 

I 

activities. A project can be' considered successful only if the deliverables in 
terms of equipments and systems are accepted by the users for induction into 
service after . satisfactof)j us~rs' trials, thereby, leading to their 
productionisation and induction in the Indian Navy. Similarly, the success in 
the case of TD and R&D projects leads to an MM/Staff project, which in tum 
leads to induction of the rea~ised system/technology in the service. Based on 
the above, the audit criteria are: 

I 

(i) Whether TD/R&D project led to an MM/Staff project and 

(ii) Whether th~ Staff/MM project led to induction in service. 

SQR's lay down user's requirements in a comprehensive, structured and concrete manner. 
Staff Equipment Policy Conktittee in the Service Headquarters finally approves the 
SQR's. Prior to finalization and approval of SQR's, these are called 
Outline/Preliminary/Draft QR~. 
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(f])J_o5 Aru11dHit Methodlology 

Audit was taken up at ilie three Naval DRDO laboratories and DRDO 
Headquarters during July 2012 to November 2012. Audit methodology was 
based on examination of records, documents and issue of audit queries and 

I 

observa~ions. Draft Audit Report was issued to the Ministry in May 2013. 
Ministry's reply was received in September 2013 which has been suitably 
incorpor!ated wherever necessary. 

The audit objective was to ascertain the outcome of projects having a 
QR unqertak:en by the Navall lLaboratories in terms of productionisation and 
inducti9n of equipment/system in the Navy. In relation to TD/R&D projects, 
the audit objective was to ascertain whether these in tum led to a Staff/MM 

I 

project.: 

6.1. 7 ~Measureme!lllt of tllle effective management of the MM/Staff 
1]p)Jr([)jects/11)) and R&D projects. 

The suc:;cess of any project primarily depends upon its timely completion 
within the sanctioned cost of the project. We undertook an analysis of time 

I 

and cost overrun of the projects. The results are as under: 
I 

An anilllysis of the 24 projects showed that out of 24 projects sanctioned 
.duringi1991to2010 at a cost of~ 731.51 crore, 21 projects (i.e. 87 per cent) 
did not adhere to the originall time schedule. The delay ranged between six 
month~ to nine and a half years, as detailed below: 

lPll"l!lljed lPll"l!lljedN~e Datte of Origman JLas11: No.of TD.me l!llVell"nmrn 
Nilll. smdil!llnn JPDC JPJ[))C exteHll· (Jinn Yeall"S/ 

slimns Mmn11:llns) 
n.ted 

1. : NCM-221 Weld 18.1.05 17.7.06 17.1.07 1 6 Months 
consumable 
(DMR249A) 

2. NCM-223 Weld 12.9.06 11.3.08 . 31.12.08 1 9 Months 
consumable 
(DMR249B) 
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3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

11. 

12. 

13. 

14. 

15. 

16. 

17. 

18. 

19. 

20. 

21. 

- I I 

NPL-217 USHUS-I 16.2.'04 
I 
I 

NPL-220 HUMSANG 8.9.06 
I 

NPL-221 DDSK 29.11[06 
I 
I 

NPL-206 NA GAN 23.6.98 
II 

NPL-214 LFDS 12.3.03 
I 

NPL-215 SBA 26.3.03 
I 
I 

NPL-216 MAARECH 18.6.©3 
I 

NST-161 WGT -14.6.91 
I 
I 

NST-168 tJWR,Goa 20.6.95 
I 
I 

l 
NST-171 SHAKTHI= 16.5.96 

I 

I 
NST-179 ms HA 02.5.00 

I 
NST-188 VARUNASTR 5.8.02 

A I 
NST-189 ABT 14.11.02 

I 

1 

I 
NST-194 MAREE CH 29.8.q3 

I 
NST-195 AEM 31.10.03 

I 
NST-201 LWM 19.8.d,4 

1. 

I 

NST-205 EAST 6.3.07 
I 

I 
NST-208 ALWT 12.2.08 

I 
NST-213 MIGM 30.4.lp 

! 

NOTE: NCM: NMRL, Ambemath 
NJ!>JL : NPOJL, Kochi 
NS'f : NS'flL, .VisalkhapatJmarn 
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16.2.06 31.3.09 4 03 Years 
, 01 Month 

8.9.09 31.3.11 1 01 Year 
07 Months 

31.5.08 28.5.11 2 03 Years 

. 23.6.02 31.12.11 7 09 Years 
06Months 

12.3.05 30.6.12 6 07 Years 
03 Months. 

26.3.05 31.3.10 3 05 Years 

. 17.6.05 31.12.13 5 08 Years 
06 Months 

June 95 June'99 2 04 Years 

'19.10.98 6.7.08 7 09 Years 
06 Months 

: 15.5.00 30.11.02 4 02 Years 
06 Months 

01.5.03 31.5.05 1 02 Years 
- 01 Month 

•04.8.06 31.5.13 5 06 Years 
10 Months_ 

:13.11.05 13.11.06 1 01 Year 

, 

:28.8.06 31.12.13 5 07 Years 
I 04 Months 

:30.4.05 31.12.07 

I 
2 

I 
02 Years 

08 Months 
•,i8.8.06 31.12.07 1 01 Year 
I 04 Months 
I 

: 5.3.12 5.3.14 1 02 Years 
! 

114.8.13 31.12.15 l 2 Years 
I 

04 Months 

t30.4.12 31.12.13 1 01Year 
08- Months 

I 

The reasons attributed (Sept~mb~r11 2012) by the DRDO for the time overrun 

were defay in completion _ ~f tri~s, :Qon~avaihibil~ty of the platform and 
I 
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changes in the design and QRs. Delay in completion of these projects may 

have an adverse impact on the capabilities of the Navy, as some of these 
I 

projects have been sanctioned with definite QRs or with Outline Requirements 

so tha~ the system developed can be put to best use before the onset of 

technological obsolescence of the developed items .. 

6.1. 7 .2 Cost Overrun 

I 
We observed (July 2012 to November 2012) cost overrun ranging between38 

and 34
1
8 per cent in seven out of 24 projects as detailed below: 
i 

~inLakh 

~ 1 Pll"oject No. Projeu ~.;~ ~ .. ,.,, . Revised Cost overrun 
~ 

! t cost (in per cent) 

1. I NPL-206 NA GAN 3000 6415 114 

~I' NPL-214 I LFDS 1171 2465 . 111 

3. Ii NPL-216 MAAREECH* 1315 5889 348 

4. ' NST-194 MAAREECH* 1740 4073 134 i 
i 

5. NST-161 WGT 1732 2382 38 
I 

6. NST-168 UWR,Goa 1841. 3743 103 

I 

7. i NST-188 VARUNASTRA 4850 7450 54 

* . NPL-216 (Maareech) was undertaken by NPOL, Koehl for development of Anti Torpedo Decoy 
1 System. NST-194 (Maareech) was undertaken by NSTL, Visakhapatnam for development of 

expendable decoys and fire control system. Both projects were complementary to each other. NPOL, 
Koehl was the leading lab for Project Maareech as a whole. 

The cost overrun of 38 to 348 per cent indicated in the Table above, was 
' . . 

attributed (September 2013) by the DRDO to increase in cost of 
I 

materials/stores, change of platfomi for conducting trials involving removal of 

the SYjstem under trial from one ship and installation onboard another ship, 
non-availability of nominated aircraft for the trials, variation in exchange 
rates, : change in requirement of stores for the project and requirement of 

I 

additibnal Design & Engineering (D&E) models. Clearly, the cost estimates 

were ; not prepared with due diligence and did not account for project 
I 

exigencies correctly. 
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In its reply, Ministry of D6fenck (DRDO) stated (September 2013) in relation 

to project at SI. No. 3 abo"ie that the cost and time overrun was due to addition 

of two production grade srste~s and change of trial platform. Ministry also 

accepted that they had no control over availability of ships, submarines and! 
I I 

aircraft for trials. They also sciited that productionisation required Research 

and Development, customized engineering and vendor development. 

i I 

The reply only confirms that initial cost estimation did not factor in these 
I I 

critical requirements which in tum also impacted the timely completion of 
projects. 

6.1.7.3 Status of QR tiased! Naval DRDO projects 

We examined the R&D, Tq and :)\'lission Mode (Staff) projects undertaken by 

three laboratories2 wherein ~ualifative Requirements were formulated by the 

user either as a draft QR, pr~limii:iary QR, Outline QR or in a few projects, by 

a definite NSQR. 

We., noticed (July 2012 to Nov,ember 2012) that out of 24 projects, four 

projects of NSTI} and tJro ptojects each of NMRL 4 and NPOL5 were 

successfully completed. Of1 the remaining 16 projects executed by NSTL and 

NPOL, four projects were ~till iµ progress whereas twelve projects (five by 

NPOL and seven by NSTL), could not meet the objectives of user acceptance, 
productionisation and inducilion·iJ service. . 

2 

3 

4 

5 

I 

The three laboratories are: Na~al MJterials Research Laboratory (NMRL), Ambemath, 
Naval Science and Technological Laboratory (NSTL), Visakhapatnam Naval Physical 

I , 

and Oceanographic Laboratory (NP9L), Koehl. 
I 

NSTL: (1) Setting up of underwater range (UWR)(NST-168) (2) Advanced Modular Fire 
Control System (NST-168) (3) AETl(NST 189) (4) EEM (NST 195) 

, I 

NMRL: (1) Weld consumable~ for Steel DMR-249A(NCM-221) (2) Weld consumables 
for Steel DMR-249B(NCM-223) 

NPOL: (1) USHUS-1 (NPL-217), (2) USHUS Training Simulator (NPL-226) 
I 
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Ministry of Defence (DRDO) stated (September 2013) that estimated PDC did 

not include system engineering documentation and TOT. The reply did not 

take into account the objective of actual productionisation and induction which 

would have to necessaril y include the estimation of system engineering, 

documentation and TOT. 

Each of these twelve projects is discussed below in detail : 

Projects undertaken by NPOL 

(a) Development of Active cum Passive Towed Array Sonar 
(Project NAGAN) 

Sonar (originally an acronym for Sound Navigation and Ranging) is a 

technique that uses sound propagation to navigate, communicate with or detect 

objects such as other vessels on or under the surface of water. There are two 

types of "sonar". Passive sonar essentiall y listens for the sound made by 

vessels; active sonar emits pulses of sounds and listens for echoes. 

Towed Array Sonar plays an important role in Anti-Submarine Warfare 

(ASW) operations and is the sonar for warships to locate very silent 

submarines capable of launching high speed torpedoes. The Passive Towed 

Array Sonar (PT AS) technology was developed by NPOL, Kochi through a 

Technology Demonstration project in the nineties. Earlier, PT AS could meet 

the requirement of detection of a submarine at long range due to low 

frequency operations of the sonar and reduced self-noise effect of operating 

platform. However, new submarines had become quieter due to incorporation 

of stealth technology and passive detection. Therefore, Navy projected the 

requirement of an Active cum Passive towed array sonar system for fitment on 

its frontline warships. Subsequently, based on an NSQR formulated in August 

1997, NPOL took up development of "Active" cum Passive Towed Array 

Sonar" (Project NAGAN, NPL-206), a user dri ven Mission Mode Project 

sanctioned by the Government in June 1998 at an estimated cost of ~30 crore 

and PDC of June 2002. 

Mention was made in C&AG of India Report No. 5 of 2007 regarding time 

and cost overrun of Project NAGAN and the consequential non-availability of 
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I 

the technology for lndi~n N ~vy, resulting in commissioning of . its four 

frontline warships withour Sonfir capability between January 2001 and April 
2004. In their Action Takep No~e, Ministry had indicated (June 2009) that as a 
remedial measure, Decisi9n Ai~ for Technology (DATE) analysis would be 

undertaken in all future n:p.ssiof mode staff projects to project realistic time 
frame and funds before obtaining sanction. 

I 

I 

Our further examination ryveal~d (October 2012) that the project underwent 
three further revisions of1 PDG (March 2008, March 2009 and finally till 
December 2011) as also c~st rJvision upto ~64.14 crore from the originally 

sanctioned amount of ~30 ~rore. \ NPOL attributed the time and cost overrun to 
delays in commissioning o,f chilled air circulator system, power supplies and 
intercoms by Navy, non-ccbndu~t of trials due to monsoon/rough sea, refit of 

trial ship, shift in the ba~is of user acceptance6 leading to unanticipated 
purchase of two sets ofi wet\ end system; inaccurate estimates on the 
requirement of spares apd lhck of understanding of the engineering 
complexities of the project. , i 

I 
I 

The system which was ~efurl*shed (April 2012) after carrying out the 
re-engineering works was thmed as "Re-engineered NAGAN". DRDO stated 

I I 

(May 2012) that NAGAN RE was undertaken for the upgradation of NAGAN 
I I 

as per the NSQRs and the tinitial trials in April 2012 with user participation 
I I 

had shown encouraging · resldts. Extensive evaluations· of NAGAN 
I I 

RE capability would be 1 continued, wherein, DRDO was expected to 
demonstrate the total capability bf NAGAN. However, Navy viewed (March 

2009) that NAGAN was fir froin meeting its primary requirements of even 

detecting a dived submarine and\ that the performance of NAGAN was even 
inferior to the medium freqrtency \HUMSA sonar. 

, I 
I 

The delay in the project co*pled [with the. non-achievement of the parameters 
of even detecting a dived )subrr{arine, compelled the Navy to consider the 

project as unsuccessful in feb~ary 2010 after incurring ~48.51 crore, and 
eventually reduced the stattj.s of \the project from MM to TD. As a result, a 

I 

6 Unlike in the earlier sonar\ proje~ts of NPOL i.e. HUMSA and Panchendriya; in 
NAGAN, Navy expected thel

1 

NPO:L prototype to be functional like a production model 
prov~d for extreme operational \ conditions and not only meeting the technical 
reqmrements. , 
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new NS~R was framed in November 2010 enhancing the performance 

requirements and in April 2012, a fresh MM project 'Advanced Light Towed 

Array Sonar' (ALTAS) (NPL-232) was sanctioned by Ministry of Defence at 

an estimated cost of~114.42 crore with PDC of April 2016. 
I . 

NPOL, however, did not agree (September 2012) with the Navy's views on 
' . 

the projyct as unsuccessful. DRDO stated that Project ALTAS had enhanced 

performance parameters incorporated .i.n NSQR to meet present and futuristic 

requifement of the Navy and that Project NAGAN would continue as a TD 

project :facilitating inputs to the design and testing of project ALTAS. 

Th~s, a~ project conceived in 1998 with a definite requirement projected by 

Navy could not be completed conclusively by the DRDO even after time 

overrun! of nine and half years and cost overrun of ~34.15 crore. NPOL cited 

(September 2012) the outdated QRs of 1998 as one of the reasons for 

non-acceptance of the developed system by the Navy. In addition, Navy 

opined (November 2012) that rapid advancements in technologies available 

worldwide made the system obsolete. 

Due td continuous delays in completion of sonar NAGAN, Defence 

Acquis~tion Council (DAC) in 2008 approved procurement of ATAS 

(Advan~ed) for Delhi and Talwar class ships. Thus, due to prolonged delays 

and non-fructification of sonar NAGAN, project ALTAS had to be sanctioned 

at a cost of ~114.42 crore, besides resorting to import. 

Our s~rutiny (October 2012) also brought out differences in perception 

between the DRDO and Navy regarding the project; while DRDO held that 

User Acceptance Trials (UAT) were conclusive and the system was ready for 

User Eyaluation Trials (UET), Navy did not agree with this on the ground that 
I 

certain ·key technologies/capabilities were yet to be proved. 

The au,dit scrutiny revealed that while DRDO claimed success, Navy opined 

(April ~2009) that NAGAN was based on obsolete technology, did not show 

enhanded passive detection and was not comparable even with the_ 1980s' 

techno~ogy. Navy further opined that that NPOL did not represent a realistic 

situatiqn regarding the project at various fora such as Steering Committee, 
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. I I 

I ! 

Apex Committee Meetings find Ghief of Naval StaffNice Chief of Naval Staff 

reviews. . i . , I . · 

In reply to the Draft Audit Paragraph, Ministry of Defence (DRDO) stated 

(September 2013) that the iNa~ had recommended a major change in QR 

after the conclusion of th~ uErs in February 2010, which could not be 

absorbed in the system, r~ndering NAGAN as virtuaUy a non-inductable 

system. Further, with reg~d td Navy's views on capabilities of NAGAN 

system, it was stated that thb Na~ did not give DRDO an opportunity to test 
I. . I . 

efficacy of the capability oflNAGAN. The Ministry of Defence (DRDO) also 

stated that the Navy hadl tlo iniention of continuing with User Evaluation 

Trials (UETs) post June 201b duJ to trial platform ship (INS Sharda) entering 

refit which would make the Jnall ·ship unavailable for conducting further trials. 

The reply is however not Jceplle as considerable delay in the project had 
I 

rendered the NSQR outdated. · 
! 
I 

i 

(b) Devefopme:ntl: of A~ti 'IioJrpedo Defence Systtem (A 'JI'DS). 
(Pll:"ojed l\1faaJreec1hJ) 

I 
I 

Navy had a requirement f9r an Anti Torpedo Detection System (AIDS), 

capable of detecting, confusing, decoying and destroying incoming torpedoes. 

Based on a Preliminary Q:k. fofiulated by. Navy and a project proposa! 
initiated by NPOL, Koehl, J October 2002, Ministry in June 2003 sanctioned 

a 'mission mode' project IA~S (Project No. NPL-216, Project Name 

MAAREECH) to NPOL at: an eftimated cost of ~13.15 crore, with PDC of 
24 months (June 2005). whlle NPOL was responsible to develop the AIDS 

and the Towed Acoustic jnecdy (TAD), a supplementary project for 

developing a set of counteI meJsures (expendable decoy and fire control 

system) was allotted to NSTL; lvisakhapatnam. This project tided 'Anti 

Torpedo Decoy System' ~ECH) (Project No. NST-194) was 

sanctioned in August 2003 atj an ejtimated cost of ~17.40 crore with a PDC of 

24 month.s (August 2005). The s~stem to be developed by NSTL was to be 
integrated with the AIDS bJing developed by NPOL. ATDS Maareech was 

planned to be fitted on a totaljof 3S ships and a truncated version consisting bf 

only expendable decoy fauncner w~s to be fitted in eight ships. 
I 
! 
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We observed (September 2012) considerable time and cost overruns in the 
project. The PDC of the project was extended six times upto December 2013 

and cost was upwardly revised twice to. ~14.89 crore and ~58.89 crore. 
Similarly, the PDC of NSTL's project was revised five times upto 

December 2013 and cost was revised once to ~40.73 crore. As of November 

2012, further trials were to be conducted under both the projects for evaluating 
its acceptance. It was also noticed that the preliminary QR was not converted 
in to a definite NSQR by the Navy. Reasons for not formulating a definite 
NSQR were called for (April 2013) from the Navy. Their reply was awaited 

(December 2013). 

DRDO 1 attributed (May 2005) the reasons for the delay of seven and a half 

years ~n both the project to ab initio development of new hardware 
archite9ture for ATDS, non-availability/withdrawal/decommissioning of trial 

ship, t~chnical problems, onset of monsoon and trials extending to more than 
two seasons. 

We also noticed (September 2012) that there was a clear divergence in views 
I 

of DRDO and Navy with regard to availability of platform for trials, reasons 
for delay, availability of ready systems for fitment of the prototype and 

! 

methodology for UET itself and lastly, even difference of opinion with regard 

to wh~fuer performance of the system was documented correctly during 
evaluation, as discussed below: 

, While the NPOL cited (February 2008) non-availability of platform for 
trials from the Navy as a major cause for the delay, Navy maintained 

. (November 2012) that they had provided trial platforms. Navy further 
, added that the mutually agreed timelines were always adhered to by 
I 

, them and were factored in while planning the deployment of ships for 
operational commitment. Navy also pointed out that it was in fact the 
non-availability of the system for trials on the scheduled dates, and 

. change/additional/late intimation regarding requirements by the DRDO 
: which contributed to the delay. 

1 NPOL stated (January 2011) that they had insisted upon that the .. UI2Ts 
• should be conducted against a UET document only. A draft UET 
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. ; I 
document was prep<).fed:l:ly NPOL and sent to Navy for their comments 

and vetting, but th~ triJls were not conducted as per any specific 
document or metho4ologt. According to NPOL, improper conduct of 
trials resulted in Jconcl~sive trials. However, Navy stated that the 
UETs were conduct~d in ~ccordance with the Trial Directive approved. 

by the competent luthobty and that all procedures as per practice 

torpedo firing were : obsetved and all data were recorded which were 
I 

late~ forwarded for aralysts to Weapon Analysis Unit. . . . 

• While the Navy held (November 2012) thatthe system developed by 
I I ... ·· 

the DRDO failed to~ perform as per promulgated NSQRs in both the 
I I 

UETs, NPOL attributed CSeptember 2012) Navy's non-acceptance of 

the system to its ins~stencle on tactical performance instead of system 

functionality during ~rials. I . · · 
We observed (September 2©12) that lack of coordination between Navy and 
DRDO regarding adherence \to tinh.elines fixed for making the system avfillable 

. I . 
for trials by the DRDO an1 the platform for conduct of trials by the Navy, 

documentation of outcome bf tri¥s in an undisputed manner and arriving at 
the mutually accepted critehon for user acceptance led to the delay in the 
projects. 

Thus, due to delay, DRDo\ could not meet its requirements resulting in a 

critical capab~lity gap in \Nav~\1 •s operational preparedness. In order to 
overcome this, procurement !of·~· number torpedoes at a cost of ~600 crore, 

was approved by the Defence Acqhisition Council in January 2011. 
I 

! 
In response, Ministry of Defence (DRDO) stated (September 2013) that the 
Navy had never agreed to 1mutu:ally accepted test schedule or acceptance 
criteria during 2007-2010. Tfuey ftlrther stated that the capabilities of Mareech 

. I I . 
were comparable to NTDS, t?e imported system being processed by the Navy. 
They opined that Project ,Mare~ch ought to be subjected to the same 

acceptance criteria and num~er ofj trials as agreed for the imported torpedoes. 
Regarding time overrun, DRIDO reiterated that it was due to Navy's insistence 
on the changed hardware arcfutectbre and to the extension in PDC to carry Ollllt 

sea evaluation trials and us~r acbeptance. Further, with regard to the cost 
escalation, the DRI>O.stated1 that.the development cost of four systems ·was 

less as c9gipared to the cost. or one imported NTDS . 

• I 
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The abqve contention of the Ministry of Defence (DRDO) thus strengthens the 

audit observation. that there was lack of coordination between the DRDO and 
the Navy in conducting trials and in formulating mutually agreed criteria for 

I 

user ac~eptance. Further, the comparison of cost.of the imported systems with 
that of the DRDO developed ones is hypothetical at this stage, as the 

developed system is yet to be accepted by the Navy. 

(c) Low Frequency Dunking Sonar (LFDS) 

Low Frequency Dunking Sonar (LFDS) is a sensor for detection of submarines 

and is Jsed for Anti Submarine Warfare (ASW) operation. 

In J arn,Iary 2003 Indian Navy projected the requirement of LFDS with an 
assureq detection range of 15 Km. Accordingly, DRDO proposed 
(JanualjY 2003) to design and develop dunking sonar with better range and 

detecti?n capabilities. Govt of India, Ministry of Defence sanctioned the 
Missiop Mode project LFDS in March 2003 without an NSQR, to be carried 

out by1 NPOL at an estimated cost of ~11.71 crore with the PDC as March 
I . 

2005. rrhe sanction of an MM project without a QR rendered the DRDO 
unclear about the actual requirement of Navy. The objective of the project 
was to design and develop a LFDS optimized with long range detection 

capability to be fitted on helicopters (:i.n service/due for induction) like 
Advanced Lightweight Helicopter (ALH). As NPOL had earlier completed a 
dunkirig sonar, the DRDO claimed that part of the technology of MIHIR and 

' . -
anothtjr Sonar, project NAGAN could effectively. be· used in this project 

PreHrrµnary NSQR with necessity as "OPERATIONAL·IMMEDIATE" was 
sent td NPOL for compliance by Navy in January 2004. However PDC for the 

I •• .' •• 

project was extended six times till June 2012. The major reason attributed by 
: . ,· 

DRDQ (September 2011) for the extension of PDC was the. revision of 
I . -

technical issues including use of state of the art technology instead of the 

available technology, requirement of additional fu~ds for procurement of 
additibnal electronics hardware, installation act:i.vities of the LFDS on the 
nom:i.rtated platform, issues relating to airworthiness of platform, non
availa,hility of the nominated aircraft ALH and the conduct of Phase-3, 
Phase~4, Phase-5 flight trials. -
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: I . . 
We observed (September 2012) that the main reason for the time overruns was 

attributable to the DRDO,: in nleeting the revised technical requirements as 
envisaged by the Navy. In all, fi~e phases of trials were concluded and in the 

. I I 
Phase-5 tnal conducted (April-May 2012), deficiencies in design were noticed 

by Navy. How.ever, accdrding to the Navy, the Phase-5 trial conducted 
(April-May 201~) to asses~ the !maximum ranges attainable with LFDS and 
prove the perf ofmance of the sysiem, revealed deficiencies. 

In addition to the revision~ PD~ till Jun.e 2012, the cost of the project was 

also revised thrice (first) rev~sion to ~14 crore, second revision to 

~20.337 crore and lastly to 1~24.65 crore) against the original sanctioned cost 

of ~11.71 crore. The incr~ase in cost was mainly due to requirement of 
additional funds in the conduct df Phase-3, Phase-4 & Phase-5 trials and for 
procurement of additional ~ew !electronics hardware. Since there were no 

definite guidelines/inputs ~from the Navy, the project was considered 

(December:. 2012) for closuife by the DRDO who also proposed (December 
2012) for productionisatioh of the system for eventual fitment on an 

. I 
operational platform. 

! 
However Navy opined (December 2012) that prolonged development 

I I 
timelines and NSQR non cpmpliance had resulted in 'obsolescence' in the 

LFDS system and appro¥mat~ly 30 per cent of the verifiable . technical 
characteristics could not be i com~lied. Navy further stated that the QRs of 
LFDS were diluted to enablJ fitmbnt on ALH helicopter for conducting trials. 

However, LFDS in its prese*t focln was not suitable for fitment on any ASW 
helicopter. Navy further added thkt prolonged development time lines had led 

I I 
to purchase of foreign sonar systems. 

: I 
In reply (September 2013) to the Draft Audit Paragraph, Ministry of Defence 
(DRDO) admitted that the d~ficiehcies noticed during Phase-5 trials could be 

made good only in Phase-6 trials. \They further added that LFDS does not face 
any component obsolescence\ and that certain features (Active Buoy and Bathy 
Buoy) could not be demonsfyated due to the Navy not having these items in 

I 

their inventory. The Ministpr of Defence (DRDO) attributed the change in 
QRs to Navy's choice of 4H f©r trials which was not an ASW platform. 
It was also stated that the airwo~ness for the LFDS was granted in 2008-09 

I . 
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' I 

and hoped that the Navy would give a go ahead for exploitation of LFDS on 
I 

an operational platform. 

Thus, ~esides time and cost overrun, ilie development of the system remained 

unfruitful. 

(d) ~ea Bed Arrays 

I . 

Sea Be9 Arrays (SBA) technology consists of passive acoustic hydrophones, 

conneded through cables, placed on the seabed to continuously monitor the 

movem~nt of submarines and surface ships by way of detection, localisation, 

classification and tracking. Navy forwarded draft staff .requirements for the 

project:to NPOL in August 2001. 

Indian 1Navy planned to use the seabed array technology to monitor the 

strategic locations at sea on continuous basis. Ministry of Defehc~~sanctioned 
the project as a Technology Demonstration (TD) project in March 2003 at an 

estimated cost of ~13.l 7·crore with the PDC of 24 months (i.e. March 2005). 
I • . . 

JPDC for the project was _revised twice i.e. in March 2007 and June 2008 to 

cater for design changes suggested by the Critical Design Review (CDR) 

Committee constituted by the Director NPOL in December 2006, in areas of 

data a~quisition, telemetry, ocean deployment and retrieval technologies and 

also t6 accommodate delays on the development and evaluation of RF 

teleme~ systems and its trials. Thereafter the non-availability of the trial 

pfatforirn INS Nireekshak further delayed the project which was finally closed 

in March 2009 after incurring an expendimre of ~9.98 crore. 

Subsequently, Navy was asked (August 2010) to examine the conceptual 

· requir~ment of the SBA based on a decision7 taken in the 32nct Steering 

Comn#ttee on Underwater Sensors (SCUWS) (January 2010), :i..e. nine months 

after completion of the project. In the meantime, Directorate of Staff 

Requirements of IHQ MoD (Navy) and NPOL decided (February 2012) to 

identify areas of its usage and sought comments from all Commands and the 

Directprate of Naval Operations (DNO). In April 2012, all but Command 

7 

I 

. I . . . 

Th~ decision taken was to examine the conceptual requirement of Sea Bed Array system 
by i30th September 2010. 
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Headquarters (SNC, Kocm) and the DNO of IHQ MoD (Navy) opined that the 
I ' I 

system could not be acceNed for operational deployment. 

In reply to the Draft Aukt Piagraph, Ministry of Defence (DRDO) stated 

(September 2013) that tHe SBIA project was completed successfully in the 

presence of naval represe~tativbs at Karwar in May 2009. DRDO HQrs also 

stated that in January 201
113, th~ Navy had shown keen interest in the project 

which highlighted the need for the project. 

However, the fact remaihs thlt the Navy did not accept the system for 
operational deployment. F~rthet, documentary evidence in support of Navy's 

continued interest in \ the system was not provided to Audit 
(December 2013). 

Thus the project was to bd undertaken by the DRDO at the instance of Navy 
even though the latter ~as u~clear ab~ut the project's. functional utility. 

I I . . I 

Eventually, the Navy foupd t~at the system could not be deployed, after 
incurring an expenditure of ~9.98 crore by DRDO. 

( e) Diver Deterren~!I Solr for Karwar . . . . I . . 
l . 

Diver Deterrence Sonar! (DDS) deters divers from approaching a 
harbour/installation from the seh. In 2001, it was decided by the Navy that 
DDS may be introduc~d iJ all harbours as an 'OPERATIONAL 

IMMEDIATE' requiremen~ a~d1 accordingly, in November 2004, a decision 
was taken to undertake a 'Mission Mode' project for development of DDS for 

I , I 
Karwar. Navy promulgatetjl NS~R for DDS in August 2005. In November 
2006, Government of Indi~, Ministry of Defence sanctioned the project to 

NPOL, Kochi to design an1 dev~lop an engineered DDS with remote controls 
using Radio Frequency (RJp sy~tem at an estimated cost of ~7 crore with an 

anticipated completion within 18 months (May 2008). 

The PDC for the project w~s extended three times due to critical changes in 

design, feasibility study on ~ete~ence and constraints on the range parameters 
before the project was final~y clo

1

sed in May 2011. Prior to the closure of the 

project, the Steering Co~ttee ~n Under Water Sensors (SCUWS) suggested 
(July 2010) that Navy and! NPOL explore the world market to identify the 
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I 
i 

I 
I 

existencelof similar system and its capabilities. However, as no such system 
was foun~ available, Navy accorded approval (October 2010) for the closure 

I 
of the prdject and DRDO closed the project (May 2011) stating that the project 

I . 

met all [ the QRs as defined . in the NSQR. However we observed 
i .· . 

(December 2012) that the system developed by the NPOL was not accepted by 
I 

the NavJi for the reason that the instantaneous deterrence of divers could not 
be achle'fed apart from the fact that it caused acute physiological discomfort to 

I ' 

the crewf of submarines and its adverse influence on submarine equipment. 
The NaviY had also concluded (September 2012) that the NSQR formulated 
was not ~chievable ~d any reduction in its parameters would not create the 

I . . 

requisite! deterrence. As a result, the Navy did not clear the DDS for 
producti?n. Since instantaneous· deterrence could not be achieved Defence 
Acquisitjon Council accorded (October 2012) an AoN for the procurement of 

78 Portable Diver Detection System in addition to. a contract concluded in 

June 20~2 for the procurement of Integrated Underwater Harbour Defence and 
SurveiU~nce System (IUHDSS) for four naval harbours. 

I 

i 

In reply! to the Draft Audit Paragraph, Ministry of Defence (DRDO) stated 
·1 

(September 2013) that by not accepting the system at Karwar,the Navy lost an 
opportu~ty to energise . ;:m unmanned deterrent mechanism, to . supplement 

other mbans of diver deterrence and that the decision to buy Diver Detection 
I , 

Sonat ~as independent of the non-induction of DDS. They further stated that 
the exprinditure incurred on the project was not entirely infructuous, since au 

hardwJe bought for DDS had many other applications in the Lab (power 
I . 

amplifi~r, transducer). The Ministry of Defence (DRDO) also stated that the 
objectivb of Diver Deterrence Sonar was not ill-conceived, and would be used 
in areas!where own divers are not required to, operate., . 

1 . 

The co~tention of the Ministry of ~efence (DRDO) that the hardware bought 
for DDS has many other applications in the Lab is . not acceptable as the 
project I was primarily envisaged for the requirement of Diver Deterrence -1 . 
Sonar, which was not achieved: 

i 
I 

. I . 

The sequence of events clearly indicates that the objective of deterrence of 
I . . . . . . 

underw'ater saboteurs envisaged by the NSQRs was ill-conceived which led to l . . . . . 

I 
I 
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non induction of the detedence based systems and rendered the expenditure of 
~5.09 crore incurred on th~ project as unproductive. 

I 

Pll."({))jeds ~r NS'JflL, Vii1alkllnapatl:namm 

(a) IDeveRopment of ~ij Gmuialle<l! 'K'orpe<l!o 

. I I 
As the existing torpedoes \of dle submarines of the Indian Navy were . either 
anti-ship or anti-submarine, Na~y planned to widen the role of the submarines 

by introducing new torpedbes which had a dual operation. 

Accordingly, as a sequel' to j Research & Development (R&D) Project' 

sanctioned at a cost of ~4.755 brore in 1982, a project for "Development of 

Wire Guided Torpedo" cW
1
GT) kas sanctioned by the Government of India to 

NSTL, Visakhapatnam in 1\une ~991 at an estimated cost of ~17.32 crore, later 

revised to ~23.82 crore with JPDC of four years (June 1995). The project was 

sanctioned as a Technolog~ Detlionstration (TD) project based on a Draft QR 

approved by the Navy in A\pril ~988. The weapon was to be developed for X1 

submarines and was also eipec:~Jd to be compatible for use by X2 submarines. 

The project was to be execbted fu three phases. In the first phase, completion 

of total development work) intekation of subsystems and Lab proving trials 
I ' I was envisaged. In the second phase, Transfer of Technology to Mis BEL, 

Bangalore and delivery df prbduction models by them was envisaged. 

Acceptance by the user w~s pibed in the third ·phase. JPDC was revised 

twice tiU June 1999. Mea~w~~e, Navy in 1994 approved the Outline Staff 
Requirements (OSRs) for \\{GT and identified X2 submarine as the platform in 

I ' I . 

place. of X1 submarine designated originally. On completion of phase-I of the 

TD project, Government in Novebber 2001 sanctioned its dosure with effect 

from June 1999 after inchmn~ an expenditure of ~23.81 crore without 

completing the second and\ truid phases, as the Navy had declared that the 

torpedo developed by the ~RDd did not meet the envisaged QRs. Reasons 

for not completing the secord Jd third phases of the project were called for 
from the Navy. Their reply w~s awaited (November 2013). Our scrutiny 

' Devel<>pment of Wire Guidel Toldoes W8' initiated by NS1L in 1977 and an R&D 
project was sanctioned for ilie pumose in 1982 at a cost of ~4.755 crore. The torpedo 
developed was found to be un1suitable for induction. 

I 
I 
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revealed (December 2012) that the project could not reach its de ired objective 

mainly due to Navy's inconsistent policies as discussed in the ubsequent 

paragraph . 

Although the Navy had decided (1997) to close the project as TD it, however, 

continued with the trials. For thj purpose, a project 'Evaluation Trials for 

WGT' at a co t of ~4.80 crore was anctioned to NSTL in October 2001 with 

PDC as April 2004. In the meantime, in June 2002, the Navy decided to 

convert the submarine WGT to a ship WGT, narrung it "Takshak". This 

project was successfully completed in April 2004 at a cost of ~4.47 crore and 

eventually paved way for the development of pre-production models and 

conducting u er acceptance trial s for induction into service. For thi purpo e, 

in Augu t 2004, Mini try of Defence sanctioned the project "Development 

and Evaluation Trials of Heavy Weight Srup Launch Torpedo [(TAKSHAK 

(NST-200)] at an estimated cost ~22.25 crore. Under this, fi ve D&E torpedoes 

were to be developed and produced under ToT. 

The Navy fi nally decided in July 2005 not to induct WGT in their inventory 

on the ground that the NSQR were outdated and instead preferred 

'Varunastra' (High Speed Heavy Weight Ship Launch Torpedo), a new project 

that had been sanctioned in August 2002 at a co t of ~48.50 crore. The Navy, 

thus, recommended (July 2005) to stage-close the project Takshak. 

We noticed (July 2012 to November 2012) that NSTL had in its clo ure report 

of the project WGT stated (February 2001) that they had developed the WGT 

indigenously with the infrastructure established within the country . Various 

critical and state of the art technologies had been established which would be 

used in ongoing and future projects and that WGT could replace a torpedo in 

the Navy, if required in the near future. However, Navy had then stated 

(June 200 1) that WGT would be inducted into service when proved to their 

satisfaction. According to the Navy, the development of indigenous torpedo 

technology was in keeping with their long term goal of total self-reliance in 

armaments. We, however, ob erved (December 201 2) that the project could 

not achieve this ultimate objecti ve even after a decade since its closure and the 

outcome of WGT evaluation trials was limited to successful technology 
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demonstration and establil~nt of processes and products in the areas of 
both ship launch and submhnne aunch heavy weight torpedoes. 

I 

Ministry bf Defence (DJ.DO) in its reply (September 2013) agreed that 
I . 

frequent changes in the QR, especially at the end of the project proved to be a 

hindrance for the DRDO ttj brink the project to any logical conclusion. They 
added that though the Na~y hatl procured torpedoes rendering the DRDO's 

efforts unfruitful, the exJertisJ accumulated had been kept alive as the 
I · I 

technology was relevant ana could be required in future. 

To sum up, the process silro J 1991 with a definite requirement to develop 

and induct a· Submarine la~nch rGT did not reach its logical conclusion of 
indl!ction into service even kfter passage of two decades and an expenditure of 

~28.33 crore ~23.81 cror~ on 1WI GT, ~4.47 crore on its trials and ~5.05 lakh 
on TAKSHAK). Citing ob~ole~e technology, another project V ARUNASTRA 

has been taken up in August 20(i)2 at a cost of ~48.50 crore. The sequence of 
I ' I 

events of the development 0f W@T shows that frequent changes given by the 
user led to the non-achiete:me~t of the objective of the project and an 

expenm,ture of ~28.33 cro~e i~cfrred ~n the development of Wire Guided 
Torpedo has largely been reyder,ea unfrmtful. . 

(b) Design aud develip.,J•t of High Speed Heavy Weight Sllnip 
JLauuched Torp°'f o IAIUJNASTRA) 

V arunastra is an electrically propelled Heavy Weight Ship Launch Torpedo for 

Anti submarine op~rations. IV aFdnastra was sought to be developed with state 
of the art features in control, hokng and recovery aspects and with the best 

· I · I · 
propulsion technology that could be achieved in the country. The torpedo was 

designated for existing 'R' ~fas~ fhips, 'D' class ~hips and also future ASW 

ships, capable of firing Helvy '.'f eight Torpedoes. The torpedo was to be 
made compatible to the lau~chers available onboard of the ships and to the 
Fire Control System (FCS). I 

Based on the experience gained by NSTL, V:i.sakhapatnam in the development 

of Advanced Experime~tal] T~+edo (AET) and Wire Guided T~rpedo 
(WGT)), Navy :i.n March 2902 :requested DRDO to undertake a project to 

develop a IDrpedo to meel th.J operational needs of enhanced homing 

I 
.j 
I 
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performance, · higher speed, range and low self· noise. The · anticipated 

requiren1ent of the torpedo for the Navy, was more than 'Z' numbers. 

Based on a project proposal submitted by NSTL and Outline Staff 

Requireihents (OSRs) formulated by Navy in March 2002, the Government of 

India, :Ministry of Defence in August 2002 sanetioned the project to NSTL, 

initially ~as an R&D project, at an estimated cost of ~48.50 crore with PDC of 

four years (August 2006). The OSR were later translated into NSQR in August 

2005 w~th higher-end specifications. The aim of the project was to design, 

develop! fabricate, test and prove at sea all the technologies and systems 

required for an Advanced Heavy. Weight Torpedo for launch from the 

designated classes of ships. Ten prototypes were proposed to be developed; 

out of which four would be R&D models and six to be D&E models. 

The project underwent six revisions in PDC, last revision being 

Decem~er 2013., and two revisions of cost to ~4.50 crore. So far (September 

2013), ; three R&D torpedoes and eight D&E torpedoes were developed in 

associa~ion with the production agency, Mis BDL, Hyderabad,. of which two 

D&E aµd one R&D torpedoes were lost during trials at sea. User Evaluation 

Trials (UETs) were in progress and an amount of ~70.87 crore had been 

incurre~ on the project (November 2012). 

Absen~e of a firm QR at the outset impacted the completion of the project. 

NSTL stated (October 2011) to DRDO Headquarter that the OSRs, based on 

which ~he project was sanctioned, were found (October 2011) not feasible for 

realisation with the available technology in the country, particularly in respect 

of batt~ry and motor, but Navy had urged (October 2011) DRDO to pursue the 
I 

project Thereafter, it took another three years i.e. from April 2002 to August 
I 

2005 for the Navy to come up with ari approved NSQR with realisable 
I . . 

requirements. fu the NSQR, Navy enhanced the features of Varunastra and 

altere~ the specifications. To accommodate the changed specifications, the 
I 

Lab had to re-start the whole development and the design which entailed 

extens1on of PDC. A significant span of three years was lost in the process. 
I • 

The remaining delay was attributed, inter alia, to the time taken in identifying 

and erigaging the production agency and delay in coP..duct of trials. The cost 
! 

overrun was due to introduction of production agency (Mis BDL and 
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Mis BEL), transfer of tech{10fog~ and procurement/integration of torpe~8es fot 
User Evaluation Trials (~Ts). [ .· 

Navy, however, disagreed (Juhe 2013) with the DRDO's contention and 
I 

stated, inter alia, that:-

(i) 

(ii) 

(iii) 

(iv) 

(v) 

OSRs of March f002 were promulgated after prolonged 

consultations with NSTL and after scaling down the 'staff targets' 
I I 

promulgated in May 2000. The Lab had confirmed (January 2002) 
th . Id ! hi . at it wou me

1

et t ese requrrements. . 
I 

The formulatiort of final NSQRs was delayed due to delay by the 

DRDO (2 Yi years) in preparation of the Project Definition 

Document (PD~) Version 3. NSQRs were formulated within six 
months of receipt of the draft PDD Version 3. 

I 
There was no enhancement of features and the 
features/specifi4tions were mutually defined. 

I 

The contention 1 of DRDO that the whole development of 
I Varunastra was restarted after August 2005, was not correct as the 

trials of V arunas~a hid started in December 2005. 

As regards cost ~verrhn due to introduction of production agency, 

the OSR itself had ~nvisaged concurrent engineering approach 

"".hie~ was acc~pted \ by. NS_TL and at ·no stage, NSTL had 
highhghted any 11roblems m this regard. . 

Our scrutiny, (November 2b12), however; revealed that the final NSQRs 

were at variance with the OSR f the parameters of length, weight, range, 

operating depth and crushing depth of the torpedo. The changed specifications 
I . 

contributed to the delay. Thµs, while Navy was responsible for the delay due 

to changes made in the NSQRs, 
1
the DRDO delayed the preparation of PDD 

Version 3, and caused further delJy in identification of production agency and 

in conduct of trials. 
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Thus, the project sought to be completed by August 2006 had not been 

complet~d (September 2013) even after time overrun of six years and cost 
I 

overrun ~f ~26 crore. 

(c) :Qesign and development of Thermal Propulsion System for 
Heavy Weight Torpedo (Project Shakti). 

NSTL, yisakhapatnam in February 1995 proposed to design, develop, test and 

prove a 'theimal propulsion system using Otto fuel and Hydroxyl Ammonium 

Perchlo~ate (HAP) to power a heavy weight torpedo at a higher speed for use 

by the Navy at the tum of the century. It was also felt that the technology 
I 

involve~ was representative of state of the art engines of· advanced weapon 

systems; being inducted into service and would not be available from any 

external agency. It was, therefore, important to start developing such engines 

indigenously. 

Based on NSQR promulgated by Navy in March 1996, the Government of 

India, N'linistry of Defence in May 1996 sanctioned the proje9t "Design and 
I 

Development of Thermal Propulsion System for Heavy Weight Torpedo 

(SHA~TI)" (NST-17l)as a Technology Demonstrator (TD) to be carried out 
I . 

by NSTL at an estimated cost of ~16 crore with PDC of four years 

(May 2000). 

PDC of the project was revised four times, till November 2002 on the reason 

that the turbine had to be re-designed for higher inlet temperatures, delay in 
I 

realising :improvement in hardware, delay in manufacture and testing of pump 

stack ~nd in completing the integrated trials for proving integrated engine 

performance, design modifications, and completion of integrated and 

endurahce trials. The project was successfully completed in November 2002 

after incurring an expenditure of ~15.86 crore. 

In No'fember 2003, the Government of India, Ministry of Defence sanctioned 

another TD project to NSTL for "Packaging, Integration, and Proving of 

Thermhl Torpedo including Technical trials at an estimated cost of 
I 

~34.04 crore with date of completion as May 2007, and also merged it with 

anoth~~ project on Technical Co-operation between NSTL and a foreign firm 
for "Development of Thermal Torpedo". The latter project was not based on 
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j 

QR and its scope was to Januffcture, assemble and integrate thermal torpedo 
test vehicle and check for

1
the;functional performance trials. The project was 

completed in March 2010 afte4 three revisions of PDC for various technical 

reasons relating to trials, de"'.ef opment of turbine rotors etc. NSTL stated 

(January 2012) that upon successful demonstration of the project, the Lab had 

expressed their desire to tk:e u1 a MM project for Development of Thermal 

torpedo. However, Navy dtd npt respond to formulate a revised NSQR for the 
· development of Thermal Torpe~o. 

I 
Even though NSTL had cltime~ that the TD project was successful, Navy did 
not agree. When audit sought to

1 
know (March 2013) the reasons for the delay 

in taking up the project oh d~velopment of Thermal Torpedo, Navy stated 

(June 2013) that cuhninati4n ofla TD project into an MM project :i.s possible 
only when· DRDO dem~nstrates its capability to develop component 

technology in· a TD project[ sibce the objectives of the TD project were not 
I · I 

met and developmental capalJility not demonstrated, the project was not 
pursued further. I 

Thus, the objective of the 1i'D project could not be met by the DRDO and the 

expenditure of ~47.68 crorej incuhed on the two TD projects ({15.86 crore on 

Project Shakti and ~31.82 crore on its integration and trials) did not benefit 
I 

either the Navy or the DRD:o. 

(d) Design and Develf pmirt of Light Weight Mine (L WM) 

Based on a project prop0sal p-om NSTL and NSQR from Navy, the 

Government of India, MiniJtry of Defence, Department of Defence Research 

& Development accorded ~an~tion :i.n August 2004 for the Project titled 

"Design and Development of LigAt Weight Mine (L WM)" at an estimated cost 

of ~2.86 crore with PDd as I of August 2006. Preliminary NSQR of 
December 2002 was modifie~ irt May 2003 and in August 2005. 

I 

I 

-1 
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The main objective of the project was the design and development of shallow 
water Light Weight Mine (LWM) for the Indian Navy. The project was to be 

undertak~n .in two phases: (i) Design, · development and proving of ship 

launched version and (ii) Design and Development of air launched version. 

The project was extended till December 2007 due to changes in QR and 
eventual! design changes. Besides, change in the platform for mine laying from 
aircraft r'D' to aircraft 'I' and also the technical requirements such as ship 

counterrp.easure settings, MCM logic, acoustic telemetry and integration of all 

sub-systems added to the delay. 

We ob8Frved (November 2012) that the User Evaluation Trials concluded 

between, January 2010 & October 2011 were unsuccessful due to 
non-co$pliance of the QRs. Consequently, the induction of LWM was 
awaitedi(October 2012) subject to successful compliance of the UETs. 

Thus, though the project commenced with a definite QR in 2004 and was 
I 

planne~ to be completed by August 2006, it was extended till December 2007. 
Further; UETs were still (November 2012) under progress. In November 2012, 

I 

Navy s~ated that there was considerable gap in their mining capability due to 
delay iii realisation of the project and the existing mines stock catered only 

I 

partially to the total requirement. The compliance to NSQR post UET in 
I 

October 2012 was sought (March 2013) by us from the Navy and the DRDO 
I 

and wa~ awaited (November 2013). 

' 

In response (September 2013) to the Draft Audit Paragraph, Ministry of 

Defenc~ (DRDO), however, accepted our findings ahd stated that the change 
in QR led to fresh design, different specifications, infrastructure and finally to 
time arid cost overrun. 

Condhsions 

Our reyiew of 24 projects which had a QR and were undertaken by three naval 
laboratories, viz. NMRL, NlPOL and NSTL showed that 21 (87 per cent) out 
of 24 projects witnessed time over runs of six months to nine and a half years 
and si~ projects witnessed cost over run ranging from 38 to 348 per cent. 
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I 

A further examination of hine projects with significant time overruns showed 

that the desired outcome ile. prbductionisation and ultimately induction of the 
' ' I 

system/ technology could\ not be realised. Existence of QRs indicated that 
Navy either had a definite requi}ement or at least a felt need of the capability. 

Recurrent cost and time': oveL raised questions on the ability of the 

laboratory to deliver the 1

1 

syst~ms I technologies as promised, at initially 
, I . 

sanctioned cost and within the PDC. The time overruns in 87 per cent of the 

projects could lead to a \situation where originally envisaged PDC being 
viewed as indicative only,;with every possibility of extension of the project at 
the sanction stage itself. 

Specifically, this study has pro~ght out that: 

» There were differehces lf opinion between the Laboratory and the 

Navy regarding wlt
1

ether\ a project was successful or not. While the 
Laboratories viewe<;l the! outcome based on the conformity of the 
technology I systerri to tlie QRs, Navy measured success based on its 

ability to perform ¥1 an\ operational situation. The differences also 
extended to what methodology be used in evaluation and whether an 

the results of\ ev1aluation were documented properly 
(Projects Nagan/M~areeJh). This indicated the need for a. more 
rigorous approach io deiermine the success · criteria and an agreed 

I I 
methodology for eva~uating the same. 

~ The delays in compietioJ of DRDO projects resulted in the projects 

facing a constant thr~at of\obsolescence. By the time the systems were 
ready for evaluation1s, they were found to be obsolete vis a vis the 

c~ntemporary techn~logy.\ This led t_o sanction o~ new projects with 
stiffer parameters fqr the same deliverable (Project Nagan, LFDS, 
WGT, LWM). Cleatly, ttlere was a need to spell out the time frames 

realistically, taking into ~ccount parameters like time required for 
evaluations, contingJnciesl, technological challenges, non-availability 

I I . 
of platforms for evaluations. 

! I 
~ Some of the project~ Sll;ffered due to inefficiencies in framing and 

communicating the (2Rs timely, or due to changes in QRs midway. 
While Project Nagan! was a case of obsolescence, the Navy did not 

I 
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improve and communicate revised NSQRs. Only on completion of the 

Project did the Navy communkate the outcome as obsolete. Similarly, 

in Project Mareech, though the Navy had a definite need, it did not 

communicate NSQRs to the DRDO in this MM/Staff project. In the 

case of Project LFDS, Navy initially dilu ted the NSQRs but on 

completion of the project, held the developed system obsolete and not 

fit for induction. For Project WGT, the platform was changed from 

submarine launched to ship launched midway of the project. This 
project was closed and a new Research & Development Project 

Varunastra was launched with OSRs that were found to be unrealizable 

by the DRDO. NSQRs for this project were framed three years later 

and further enhanced thereafter. In Project Shakti, Navy was yet 

(September 2013) to come up with a Staff/MM NSQRs. Project L WM 

also witnessed changes in NSQRs. Clearly, timely formulation and 

communication of appropriate QRs require to be far more robust than 

those available at present. 

);>- Two projects namely Diver Deterrence Sonar and SBA were ill

conceived. In the case of former, such technology did not exist 

elsewhere as admitted by the Navy. Similarly, with regard to SBA, the 

project did not suit Indian conditions. The projects were closed only 

after DRDO had spent considerable resources. 

Ministry of Defence (DRDO) stated (September 2013) that the projects are 

succe sfu l regardless of the technology developed being utili sed or not and 

that the non-acceptance of the user cannot be termed as fa ilure in Research 

and Development. 

While the Ministry' s contention that R&D projects cannot be termed as 

failure is partially acceptable, however, the fact remains that projects with a 

QR indicate that the Navy had a specific need for the equipment and such 

projects would , therefore, definitely need to be completed successfully, which 

in many cases as has been brought out in review, was not done. Similarly, a 

successful R&D and TD project should lead to a MM/Staff project, 

eventually leading to productionisation. However, this was not the case. 
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I 

Ministry of Defence (DRDO) wllile broadly agreeing to the audit condusions, 
I . I 

stated, inter alia, (September 2?13), that all these projects were .first time 

development of products w;ith ab initio development of necessary technology 

and hence were time con~mniJg. Technology Development processes are 

difficult and therefore; time\ and ~ost estimates for such projects are at the· best 

'approximate'. Sometimes, rhe uJer is forced to seek changes in NSQRs due to 

changing technological scenario\ and any change in NSQR ha:d time and/or 

cost penalty; and in some c1ses rhen a sub-assembly is developed in the lab, 

it becomes difficult to find\ suitable vendor. They also stated that various 
I 

measures have been taken t© mitigate the pitfalls in the execution of projects: 

concurrent development d.t tedhnology, commissioning of a series of 

TD projects to develop teshnol~gies to keep them ready to meet product 

requirement of the user; d~veloJment of well defined UET schedules with 

quantiative success criteria hy mhtual negotiations with the users to address 

the ambiguity and conflicts Jnd iJvolvement of the user from the beginning of 
th . d th "al

1 

I e project an not at e tri stage. · 
I 

Recommendations 

• 
I 

There is a need tol re-visit comprehensively the existing project 

planning and manage~ent,\particularly in terms of the probable date of 
completion (PDC) be~ng p11ojected. The PDC should be more realistic 

and also include sufflcieni time for user evaluation and user trials, 

availability of platforfus, tibe required for modifications to platforms 

d d 1 f
. I . I 

an eve opment o prototypes etc. 

To overcome the dJferen~ perceptions over success criteria for a 

project, there is a nebd to further refine and document the success 
I 

criteria and test conditions etc. in addition to the QRs, at the time of 
project sanction itself, \to ensure greater clarity. ·. ·. · 

d .(: il I d . , . QR . kl . Navy nee s to 1ormu ate an commumcate mature s qmc y to 

DRDO. In case, it is tlot fe~sible to formulate QRs, the fact should be I I ., 
communicated to the DRDO as early as possible. In those cases where 

owing to the technolo~y ob~olescence, existing QRs require a change: 
I I . . 

the revised QRs should also be communicated promptly to the DRDO. 

I! I 
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1 

! 
I 

i there is also a need for the Navy to introduce greater rigour in 

~ormulating QRs and ensure that QRs -reflect the appropriate .and i 

deployable technology. 
I . 
I . 
JPRDO shouid be more pro-active in timely completion of existing 
I . . 

projects. Where the projects are beyond current capability of the 
I . . . . . . 

DRDO, tlris should be communicated early to the U:ser service. 
l . . ; . 

~·~~ 
I 
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ANNEXURE-1 

Statement showing UEs and Strength of ASVs 

SI. Type of Year Fleet Main I· Depot Total Hold- Surplus against Deficiency against Tota.I 
o. ASV UE enance Res- ing as defi-

Res- erve on ciency in 
erve 10.0 1st per-

12.5 % % April centa2e 
UE UE+ UE+ UE UE Total 

MR MR+ + 
DR MR 

I 2 3 4 5 6 7 8 9 10 II 12 13 14 15 

I GPU40 
KVA 

07-08 683 86 68 837 528 . . . 155 241 309 36.92 

08-09 665 84 67 816 552 11 3 197 264 32.35 

09-10 @ . . . . . . . . . 

10-11 @ . . . . . . . . . . . 

11 -12 717 90 72 879 669 . . . 48 138 210 23.89 
2 NI-CD 07-08 314 40 31 385 312 . . . 2 42 73 18.96 TROLL 

EY 08-09 264 33 26 323 308 44 II 0 0 0 15 4.64 

09-10 @ . . . . . . . . . . . 

10-11 @ . . . . . . . . . . . 

11 -12 @ . . . . . . . . . . 

3 HST- 07-08 203 26 20 249 
1200 

269 66 40 20 0 0 0 0.00 

08-09 214 27 21 262 261 47 20 0 0 
I 

0.38 

09-10 @ . . . . . . . . . . 

IQ.II @ . . . . . . . 

11-12 339 43 34 416 282 . . 57 100 134 32.21 
4 HST-

200 
07-08 43 6 4 53 27 16 22 26 49.06 

08-09 46 6 5 57 26 . 20 26 31 54.39 

09-10 @ . 

10- 11 @ . . 

11-12 @ . . . 

5 HST-
300 

07-08 30 4 3 37 26 . . . 4 8 II 29.73 

08-09 30 4 3 37 26 . . 4 8 II 29.73 

09- 10 @ . . . . . . . . 

10-11 @ . . . . . . . 

11-12 @ . . . . . . . . 
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6 SAT- I 

1121 07-08 122 16 12 150 23 
300 I 15.33 

08-09 118 15 12 14'.s 1125 20 13.79 

09-10 @ I I -
10-11 - I -

I 

1151 11-12 2 145 0 0.00 
' 

7 SAT- 07-08 711 136 35 
650 I 49.30 

' 
136 08-09 8 6 751 39 52.00 

09-10 

10-11 

~ 92 12 9 113 ~3 
I 70 61. 

8 KG5H- I I 
07-08 6 5 59, yl 0 0.00 230 
08-09 6 D 56 66 21 15 10 0 0 0 0.00 I 

09-10 @ D - ! I- D D 
~ @ I- D 

11-12 62 8 6 76 2 6 12 15.79 
MACY- [2J I 

07-08 70 9 86 I . 58 21 28 32.56 350 I 

08-091 [2J I 
69 9 85 1 67 18 21.18 I 

09-10 I @ I 
i 

~ - I I 
i 

~ 0- I 

85 I 717 8 8 9.41 
10 Nitrogen ~ ' I 

9 115 I 6p 55 47.83 Generali 
I 

ng 08-09 9 115 I 60 6 55 47.83 I Storage 
and 09-10 - I I 

Distribut 
10-11 I D I D ion -1 

Station I 

~ D 11-12 7 88 76 0 5 12 13.64 I 

11 Oxygen I 

07-08 5 56 51 46 51 91.07 Charger 
I 

08-09 47 6 5 58 26 21 27 32 55.17 I 

09-10 

10-11 - I 

11-12 8 6 72 

12 DC GPU 07-08 48 0 464 
24 

V/28.5V 08-09 72 57 698 

09-10 

10-11 @ 

11-12 @ 

0 Hydra- 07-08 10 2 
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ulic 
Trolley 

08-09 JO 2 I 13 9 I 3 4 30.77 

for 09- JO @ - - - - - -
Mirage -

2000 10-11 @ - - - - - - - -

I 1-12 @ - - - - - - - -
14 EHTB 07--08 6 I I 8 6 0 0 0 0 I 2 25.00 

08-09 6 I I 8 6 0 0 I 2 25.00 

09-10 @ - - - - - - - - - -

10-11 @ - - - - - - - - - -

11-12 @ - - - - - - - - -
15 AN-32 

GPU 
07-08 42 6 4 52 14 28 34 38 73.08 

08-09 40 5 4 49 14 26 31 35 71.43 

09-10 @ - - - - - - - - - -

10-11 @ - - - - - - - - -

11-12 40 5 4 49 12 28 33 37 75.51 
Air Jet 07--08 6 I I 8 0 6 7 8 100.00 16 Starter 

08-09 6 I I 8 0 6 7 8 100.00 

09-10 @ - - - - - - - - -
10-11 @ - - - - - - - - -

11-12 @ - - - - - - - - -

17 Self 07--08 42 6 4 52 0 42 48 52 100.00 Prop-
elled 08-09 45 6 5 56 0 45 51 56 100.00 Bhcema 

Trolley 09-10 @ - - - - - - -
for 

SU-30 10-11 @ - - - - - - - - - -

11-12 @ - - - - - - - -
18 Self 07--08 254 32 25 311 156 98 130 155 49.84 Propelle 

d Air 08-09 254 32 25 311 156 98 130 155 49.84 Nitrogen 
Trolley 09- 10 @ - - - - - - - - - -

10-11 @ - - - - - -
11-12 @ - - - - - - - - -

Authority: Compiled on the basis of data supplied by Air HQ (DMT) vide their letter no. Air RQ/81957/1/MT/ASQ dated 7 Aug 2012 

@ - Data not supplfod by the Air HQ 
UE - Unit Establishment i.e authorisation 
MR- Maintenance Reserve 
DR - Depot Reserve 
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EXCESS PAYMENT OF ISUAND SPECIAL DUTY ALLOWANCE JIN 
I 

NAVY 
I 

I 

'.AN*EXURE-Il 

Statement showing details of o~erpa~ent on account of payment of ISDA rlluri~g 
Leave/ training exceeding 15 days at a time . 

', I 
Rank ·No of· Scale of pay Gr. Pay Average Average Excess 

days.of I Pay ISDA per payment : 

Leave/ (Approx) day ofISDA 
Training i Per (@ 12.5%) 

Month 

Amt. in~ Amt. in~ 
: 

1 2 3 4 5 6 7 
(Mid (Col 5/30 (Coi2 

I range of *12.5%) *Col 6) 
Col3+ 

I Col 4) 

E I CE] ~ 
535 15600-39100 32750 72760 

Lil I 

I 

~100 I 
.4866 15600-39100 33450 676374 

' I 
l ~600 

I 
LtCdr 20384 15600-39100 33950 141 2874144 

I 
I. 

I 

I ~000- II 251 
I 

Cdr 2324 37400-67000 60200 583324 

37400-67ooq 
I 

I I I 
Capt 57 8700 60900 254 14478 

I 
I I G;GJ 5200-20200 I 2000 to 

I 

Sailors 293541 &9300-348oq 4800 28767018 
I 

I 

I Total 32988098 

... 

I 

i 

I 
I 168 I 

~ 

I 
I 
I I 



I 
I 
I 

Report JYo.4 of 2014 (Air Fon:e and Navy) 

EXCESS PAYMENT OF ISLAND SPECIALDUTY ALLOWANCE IN 
NAVY·. 

ANNEXUIRE - ill 
Unit wise allld Rank wise details of Leave/Tminmg taken by the Officers and Sailors 

1 posted at Andaman & Nicobar Island for the ueriod 2008 to 2012 
i 

ll~~i;mEROFDAYSOFLEAVE/TRA~GTAKEN 

SI No 1 Nameofthe Sill: Lt LtCdr Cdr Capt Sailors 
ship/Unit 

I 

1 
i 
1INS Utkrosh 249 2566 3391 2123 57 59529 

2 lin..TC' r"'l etah 398 116 19 14008 

3 ;IN LCU L--- 163 28 --- . 

4 I : INS Guldar 132 280 117 38 13751 

5 I : INS Baratan_g AC\ 121 3393 

6 1: INS Bitra 11 18 174 I 43 I 3003 
! BB I 7 llNLCUL-35 20 129 6673 
I 

I II I 8 INLCUL-39 17 162 30 4622 

9 INS Ban_garam 143 B II 1690 

10 INLCUL-36 114 I I I II '3613 

11 INS Battimaly 50 397 40 I II I 8885 

12 INSMahish 219 166 86 8515 

13 INS Kardip 363 6566 

14 INS Jarawa 1 /Ar'A 152919 

D Total UiJ 4866 203841 2324 57 293541 
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AA 

ABT 

IAF 

AFCAO 

AFLS 

AFS 

AF SEC 

AirHQ 

AoN 

I ASVs 

ATN 

BEL 

BOO 

BRD 

BSF 

CBDT 

ccs 

CDA 

CE 

CGDA 

lcNC 
COM 

CS TEP 

CUVs 
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I I Glossary of Terms 

: I 

Adminis~ativ~ Approval 

I Advanceq E:xcp~rimental Torpedo 

I Air Force: I 

Air Force
1 

Cenfral Account Office 
I I 

Airfield i.;ighti~g System 
I I · 

Air Force i Statibn 
' I 
. I 

Air Force \Standing Establishment Committee 
,. I 

Air Headtjuarte~s 
' I 
I I 

Acceptance of Necessity 
I I 

I Aircraft sµppo~ Vehicles 
' I 

Action Taken Note 
I 

Bharat Eldctronlcs Limited 
I I 

Board of Office~s 
I I 

. I 
Base Repair Depot 

I ' 

Base Suppbrt FJciiities 
I 

Central Bdard of Direct Taxes 
I I 

Cabinet C~mmiitee on Security 
I I 

Controller bf Ddfence Accounts 
I 

Chief Engiheer \ 

Controller Genetal of Defence Accounts 
I I 

I Carriage a4ct Insrrance paid 

II Contract N~goti~tion Committee 

Chief of Mkterial 
I 

Centre for Study I of Science, Technology and Policy 
I I 

Common qser Vjehicles 

I 
11 
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CWE Chief Works Engineer 

D&D Design & Development 

D&E Design & Engineering 

DAD I Defence Ac.counts Department 

DARE; Defence Avionics Research Establishment 

DCW' Deposit Contribution Work 

DDP Department of Defence Production 

DDP&S Department of Defence Production & Supplies 
I 

DFM Directorate of Fleet Maintenance 
I 

DFP 
I 

Delegation of Financial Power 

DGO~A Director General of Naval Armament 

DMT. Directorate of Mechanical Transport 

DNO, Directorate of Naval Operations 

D~ Directorate of Naval Research and Development 

DPM1 Defence Procurement Manual 

DPP Defence Procurement Procedure 

DPRO Directorate of Procurement 

DPSU Defence Public Sector Undertaking 

DRDO Defence Research Development Organisation 

DWE Directorate of Weapon Equipment 

DWP Defence Work Procedure 

EAC• Eastern Air Command 

ED Equipment Depot 

E-in-C Engineer-in-Chief 

ENC tern Naval Command 
I 

FAC' Factory Acceptance Test 

FADS Financial Adviser Defence Services 

FOB 1 Free on Board 
i 
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GDP Gross D~mes~c Product 
I I 

GE G . :E .1 arnson
1 

ng1peer 

GOI 1 Goverrurient df India 
I I 

GRSE 
I I . . 

Mis Garqen Rrach Shipbuilders and Engineers Ltd. 

GSE 
I ' I 

Ground Support Equipment 
, I 

HAL Hindusiah Ae~onautics Limited 

HAT Harbour Acceptance Trials 

IAF Indian Afr Forbe 
: I 
I I 

Indian Coast quard ICG 

ICGS Indian Cdast quard Ship 
I I 

· Integrated Heatlquarter 
I I 

IHQ 

IN 

INDT Indian N~val tjiving Team 
I 

•Island Sp~cial ?uty Allowance ISDA 
• , I 

Landing U:raft Utility 
I I 

LCU 

.Liquidated narhages 
I I 

LD 

LRU Line Repl~ceatile Unit 
I I 

LTE Limited TFnde~ Enquiry 
' I 

Light Weight Mine 
, I 

LWM 

MES 

Ministry Ministry tjf De~ence 
I I 

MoD Ministry of Defence 
, I I 

MoF M.. lfp· I 1mstry 0
1 

rµ~ce 

MR Medium ~efit I 

Military Rbceivkble Order 
I I 

MRO 

MSL 
I I ' I 
Minimum Stock Level 

i I 

I . I 
Na val Arniament Depot 

I I 
NAD 

NHQ . I · I 
Na val Hea~qu31.j1:ers 
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NMRL'. Naval Material Research Laboratory 

NOC No Objection Certificate 

NPO Naval Pay Office 

NPOL ~ Naval Physical and Oceanographic Laboratory 

OEM Original Equipment Manufacturer 

OFP : Offshore Petrol Vessel 

OH Overhaul 

OTE Open Tender Enquiry 

PAC Proprietary Article Certificate 

PCDA' Principal Controller of Defence Account 

IPDC I Probable Date of Completion I 

I PNC ' I Price Negotiation Committee 

IQR 
' 

I Qualitative Requirement 

jR&D ! I Research and Development 

RCC Re-Compressor Chamber 

RFP Request for Proposal. 

RHQ Regional Headquarter 

S&T ' Science & Technology 

SAC Southern Air Command t 

SADC Scale of Accommodation for Defence Services 

SNC Southern Naval Command 
L 

so Supply Order 
.L 

SR ' Short Refit 
L 

STE ·, Special Test Equipment 
.L 

SWA<r South Western Air Command 

TD Technology Demonstration 

TNEB Tamilnadu Electricity Board 

TTL 
: 

Total Technical Life 
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UAT User Acbeptahce Trails 
I . I 

UE Unit Est~blisHment 
I I 

UET User EvAfuatibn Trials 
i I 

WAC 
I I 

Western !Air Command 
: I 

WECORS Weapon ~qui~ment Calibration Overhaul Repair Shop 
I ' I 

Western Naval Command 
I I 

WOT Warship bver~eeing Team 
I I 
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