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PREFATORY REMARKS 

: This Report for the year ended 31 March 1997 has been prepared for submission t_o 

the Pr~sident under Ar.ticle 151 of the Constitution. It relates mainly to ·matters arising from 

the Aripropriation Accounts of the Defence Services for 1996-97 together with other p_oints 

arising from the test audit of the financial transactions of Ministry of Defence, Army and 

Ordnance Factories including Defence Research and Development Organisations. 

2. _ The Report includes 89 Paragraphs and 3 Reviews on (i) Design and development of 

main battle tank -ARJUN (ii) Development of mini remotely piloted vehicle"(iii)Working of 

military farms. The Draft Paragraphs and Draft Reviews were forwarded to the Ministry of 

Defence for furnishing their reply within six weeks. However, replies to 43 Draft Paragraphs 

and 1 Draft Review have not been received as of December 199_7-'-as per' details given in 

Paragraph 69 and 92. 

3. _ The cases mentioned in this Report are among those which came to notice in the 

course of audit during the year 1996-97 and 1997-98 as well as those which canie:to·notice in 

earlier years but could not be ineluded in the previous Reports. 
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OVERVIEW 

Accounts of the Defence Services 

The total budget provision for the Defence Services under the five Demands for 

Grants was Rs 30994.86 crore for the year 1996-97 against which the total actual expenditure 

aggregated to Rs 30545.~7 crore. The Ministry obtained supplementary Grants totalling 

Rs 2074.56 crore. Savings of Rs -B0.28 crore occurred against the total budget provision of 

Rs 8936.75 crore in the Yoted section of Grant No. 21 Capital outlay on Defence Services 

which calls for an explanatory note to PAC. In four grants 16 per cent to 29 per cent of the 

total expenditure was incurred in the month of March 1997. 

(Chapter I) 

Questionable deal 

Ministry concluded a contract with a foreign country for import of TFCS ignoring the 

-" prevailing political and unstable conditions in that country. Despite advance payment of 

Rs 27.63 crore made in October 1991. the foreign country failed to supply the TFCS and the 

Ministry also failed to encash the bank guarantee rendering the recovery of Rs 27.63 crore 

doubtful. 

(Paragraph 16) 

Loss of ammunition due to improper storage 

Failure of Anny authorities to provide proper storage facilities had rendered 

ammunition worth Rs 61.30 crore as major repairable and Rs 8.27 crore as unserviceable. 

(Paragraph 15) 

Extra expenditure on modification of radar 

The Ministry accepted foreign technology for updating of radars which was a costlier 

option as compared to indigenous one which involved extra expenditure of Rs 208 crore. 

(Paragraph 14) 
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Abnormal delay in repair/overhaul of tanks 

Vijayanta Tanks/BMPs valued at Rs 391 crore were lying with a CVD and a 

Mechanised Unit for want of overhaul/repairs for the last 8 to 14 years affecting operational 

efficiency and defence preparedness. 
(Paragraph 29) 

Procurement of defective radars 

Five Radars costing Rs 21.69 crore procured from a PSU found to have faulty design 

had resulted in their lying in defective condition for the last three years. 

(Paragraph 17) 

Design and development of main battle tank - Arj un 

~ain Battle Tank Project sanctioned in May 1974 envisaged the manufacture of 

prototypes and their trials by the Army to be followed by trickle production and thereafter 

bulk production by 1984. This time frame was not adhered to and was revised from time to 

time and as per the last revision bulk production was to commence in 1990 after manufacture 

of pre-production series of tanks and its trial~ However as of November 1997 clearance for 

bulk production of MBT was yet to be given by the Army. ~he actual expenditure booked at 

the time of closure of the project in March 1995 was Rs 307.48 crore. Subsequently. two 

supplementary projects costing Rs 41.98 crore for product support and modifications to MBT 

were sanctioned without CCPA approval and would result in underwriting the project cost of 

MBT to this extent) 

Though the automotive trials of prototypes carried out by the Army revealed major 

deficiencies, Ministry gave clearance for production of Pre-production series (PPS) tanks 

without first sorting out the deficiencies. 15 PPS tanks which were subjected to extensive 

user and troop trials upto Summer of 1997 failed to meet fully even the bottom line 

parameters of the user. The Army had also pointed out the mismatch between engine and 

transmission of MBT and performance of the Fire Control System not being as per 

requirement. According to the Army the overall reliability of MBT Arjun was far from 

satisfactory. The Defence Research and Development Organisation however, contended that 

the Summer trials of 1997 clearly met eight out of ten parameters but had agreed to make 

efforts for changes/requirements which can then be incorporated in due course in the Limited 

Series Production. 
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Despite Army's reservations regarding MBT in its present form and even though a 

fully integrated PPS tank was yet to be successfully evaluated by the Army, the Ministry in 

August 1996 sanctioned the manufacture of 15 numbers of Limited Series Production tanks 

by Ordnance Factory Board at an estimated cost of Rs 162 crore without obtaining CCPA 's 

approval. 

In view of MBT's large size and weight special wagons and trailers are required for 

its transportation by rail and road. Use of special wagons for transportation by rail will entail 

payment of 150 per cent more than the normal charges for the transportation of even empty 

wagons. 

MBT Arjun configured around the present design would require 16 additional three 

ton vehicles and 45 personnel per regiment to sustain its operational mobility: 

(Paragraph 26) 

Development of mini remotely piloted vehicle 

Remotely Piloted Vehicle (RPV), an operational requirement of Army sanctioned in 

Octet. er 1991 for design and development by Defence Research and Development 

Organisation and scheduled for completion by March 1995 was delayed by more than 33 

months as of December 1997 and a further delay of 12 months is anticipated. The extension 

of the completion date indicates over optimism on the part of DRDO in the design and 

development fields. 

20 Developmental flights carried out upto June 1997 revealed deficiencies in 

minimum speed and endurance and accordingly more flights are planned in view of the 

technological problems encountered. Consequently a fully integrated prototype has yet to be 

made available to the users for their full fledged evaluation. 

Design of the airframe was completed only in June 1993 although Phase I 

development trails were scheduled from March 1993. There were shortfalls in the supply of 

components for five sets of the airframe by a DRDO establishment as well as delays in the 

supply of six airframes by a private firm - Last two airframes were supplied in August 1997. 

Four different types of engines were imported for the development project before a 

particular type of engine was selected keeping in view the increased all up weight and the 

need to reduce the acoustic signature of the RPV. The indigenous engine was still under 

development. 
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The indigenous development of two systems of the payload was yet to be taken up. 

The import of Forward Looking Infra Red was delayed by six years on account of delays in 

the development of the Gimbald Payload Assembly. The import option in respect of the Infra 

Red Line Scan was still under study. 

The slippages in the development of the RPV had resulted in the cost of the project 

having to be revised to Rs 48.90 crore with a FE content of Rs 15.50 crore as against the 

original cost of Rs 34 crore with a FE content of Rs 8 crore. 

(Paragraph 27) 

Working of military farms 

A review of management of MFs disclosed that despite having huge infrastructure, 

sufficient cattle and land, MFs cultivated only 24 per cent of their total cultivable land and 

met 55 to 62 per cent of total requirement of fodder and the deficiency was met by local 

purchase of fodder worth Rs 2607 lakh during last five years. 

Despite increase in herd strength MFs could meet 50 to 59 per cent of total 

requirement of milk during the period 1991-92 to 1995-96 and the deficiency was met 

through local purchase of milk worth Rs 6943 lakh. The local purchase rate of milk and 

fodder were lower than their cost of production in MFs. The production of fodder and milk 

is, therefore, not cost effective. 

Annual accounts of MFs for the last five years had shown profit of Rs 392 lakh to 

749 lakh but analysis of the accounts revealed that MFs actually suffered heavy losses 

ranging from Rs 747 lakh to Rs 1533 lakh which were camouflaged by artificial/inflated 

profit. 

The continuance of MFs in their present working form is, therefore, not commercially 

viable and needs appropriate steps to review the set up and remedy the deteriorating situation. 

(Paragraph 28) 

Extra expenditure on procurement of rifles and ammunition due to failure to 
adequately safeguard Government interest 

Failure to adequately safeguard the interest of Government in entering into a contract 

resulted in extra expenditure of Rs 15.94 crore on import of rifles 

(Paragraph 18) 
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Import of defective parachutes 

Parachutes imported at a cost of Rs 12.04 crore in 1995 could not be put to use due to 

defects and accordingly anticipated savings of Rs 14.17 crore could not accrue. 

(Paragraph 19) 

Loss of revenue 

Though Ministry had frozen the ceiling on free consumption of electricity of 

JCOs/ORs in January 1983, a test check at 26 stations revealed that the Station Commanders 

increased the scales of free consumption of electricity resulting in revenue loss of 

Rs 12.61 crore. 

(Paragraph52) 

Excess procurement of barrels 

Non-working out of the requirement on yearly basis by Army HQ as directed by the 

Minsitry led to excess procurement of 25 1 barrels valuing Rs 4.67 crore which would last for 

84 years. 

(Paragraph 20) 

Extra expenditure due to non adherence of contract provision 

Ministry's failure to insist on price reduction for supplying ammunition without self 

destruction mechanism despite provision to that effect in the contract resulted in extra 

expenditure of Rs 4.09 crore. 

(Paragraph 21) 

Procurement of incomplete equipment 

Due to failure of COD to synchronise the procurement of complete equipment 

schedule to make the equipment serviceable, equipment valued Rs 2.1 5 crore were lying in 

unserviceable condition. 

(Paragraph 31) 
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Avoidable payment of container detention charges 

Failure of Air HQ/consignees in sending shipping documents to EHQ in time resulted 

in extra expenditure of Rs 233 lakh. 

(Paragraph 30) 

Avoidable expenditure on construction of single officers accommodation 

A station was having 320 quarters against the authorisation of 250 quarters, despite 

this, by showing incorrect position in the accommodation statement, 96 more quarters were 

sanctioned and constructed at a cost of Rs 429.10 lakh. 

(Paragraph 54) 

Import of defective missiles 

Failure of Arm) authorities to carry out within warranty period thorough inspection 

and serviceability test immediately on receipt of the imported missiles resulted in loss of 

Rs 1.65 crore. 

(Paragraph 22) 

Non-occupation of married officers quarters due to faulty planning 

Faulty planning/wrong sequencing of the work services had resulted in 72 quarters 

constructed more than three to six years back not being put to use resulting in an investment 

of Rs 249 .40 lakh remaining idle besides avoidable payment of Rs 13 lakh towards hire 

charges of accommodation. 

(Paragraph 4 7) 

Extra expenditure due to acceptance of higher rates 

Conclusion of contract fo r replacement of Central Air Conditioning Plant at higher 

rates by a CE for similar work at the same station resulted in extra expenditure of 

Rs 1.10 crore. 

(Paragraph 55) 
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Non-utilisation of imported testing equipment 

300 Wattmeters valuing Rs I 03.26 lakh imported in July 1990 could not be utilised 

for more than six years for want of important accessories and maintenance spares. 

(Paragraph 23) 

Extra expenditure due to inordinate delay in the execution of a married 
accommodation project 

Delay of over three years in finalising lay out plan of a married accommodation 

project by MES resulted in extra expenditure of Rs 210.65 lak.h. 

(Paragraph 39) 

Avoidable expenditure due to inadequate design 

The technical accommodation of RCI developed premature leakage/seepage resulting 

in avoidable special repairs at an expenditure of Rs 91 . 79 lakh. 

(Paragraph 40) 

Unfruitful expenditure on procurement of sub-standard hot mix plants 

Acceptance of substandard plants rendered the entire expenditure of Rs I 07.68 lakh 

incurred on its procurement and commissioning infructuous as the plants were yet to be made 

operationallly fit. 

(Paragraph 64) 

Infructuous expenditure on procurement of substandard cylinders 

Failure to provide proper drawings and specifications, procurement of cylinders from 

a firm not approved to manufacture the cylinders under OCR and with no provision in the 

supply order for final acceptance subject to clearance by CCE resulted in the expenditure of 

Rs 78.73 lakh being rendered infructuous. 

(Paragraph 32) 
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Unauthorised payment of special duty allowances to non-entitled persons 

Despite Supreme Court decision of September 1994 to stop payment of special duty 

allowance to civilian employees, CDA continued to make payment to ineligible employees 

resulting in overpayment of Rs 1.18 crore of which Rs 23.52 lakh had been recovered. 

(Paragraph 33) 

Non-recovery of sale value 

Acceptance of Letter of Credit on a non-specified bank without proper verification by 

management led to non-recovery of sale proceeds worth Rs 66.26 lakh. 

,-,q (Paragraph 35) 

Premature failure of tubewells 

Failure of MES in pointing out substandard digging of tubewells by HSMITC before 

taking them over led to premature failure of 11 tubewells dug at a cost of Rs 56.43 lakh. 

Besides an expenditure of Rs 36.63 lakh incurred on connected works had also been rendered 

infructuous. 

(Paragraph 41) 

Extra expenditure due to wrong preparation of tender 

The wrong preparation of tender for construction of married accommodation for 

officers and airmen at Srinagar led to an extra expenditure of Rs 101.23 lakh. 

(Paragraph 5 6) 

Non-utilisation of residential accommodation 

Failure of Ministry/MES to synchronise water and electricity services with the 
consruction of the residential accommodation had resulted in non-utilisation of 

accommodation constructed at a cost of Rs 89 .22 lakh. 

(Paragraph 48) 
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Extra expenditure due to indecision in selecting site 

Construction of married accommodation sanctioned in December 1986 and to be 

completed by December 1989 was completed in August 1995 after a delay of five and a half 

years due to delay in deciding the change in the site. The work was finally executed at the 

original site at an extra cost of Rs 68 lakh. 

(Paragraph 42) 

Non-utilisation of a building due to defective workmanship 

Due to substandard execution of work, the building constructed in September 1994 at 

a cost of Rs 59 .61 lakh was lying unutilised for more than three years for want of rectification 

of defects. Responsibility for acceptance of substandard work was yet to be fixed. 

(Paragraph43) 

Infructuous expenditure on development of a machine 

Adoption of outdated technology had resulted in the development of equipment which 

could not achieve the desired results and the project had to be foreclosed resulting in 

infructuous expenditure of Rs 75.79 lakh. 

(Paragraph 65) 

Non-utilisation of a bridge 

Abnormal delay of more than 10 years in finalisation of land acquisition and 

construction of approach road had resulted in a bridge constructed at a cost of Rs 74.28 lakh 

not being utilised during the last five years besides escalation in cost of land alone by 
Rs 22.57 lakh. 

(Paragraph 66) 
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ORDNANCE FACTORY ORGANISATION 

Performance of Ordnance Factory Organisation 

The Ordnance Factory Organisation comprising of 39 factories, with a manpower of 

1.55 lakh produced more than 1126 principal items for arms, ammunition, equipment and 

component. The Organisation is under the administrative control of the OFB. The value of 

their production aggregated to Rs3929.04crore in 1996-97, which was 17 percent higher 

than the value of production of Rs 3338.98 crore in 1995-96. 

The net expenditure of Ordnance Factory Organisation had increased substantially over the 

last three years. 

Production of 94 out of 289 items of completed products was behind the schedule fixed by 

OFB. OFB did not fix target for production of 42 completed items. 

Export and civil trade activities declined during the year by 62.88 and 22.62 per cent 

respectively as compared to 1995-96. Average inventory holdings in terms of number of days 

exceeded the prescribed norm of 180 days consumption. Holding of finished articles and 

components increased by Rs 87.39 crore and Rs 56.32 crore respectively during 1996-97. In 

six factories, holding of finished articles and components ranged between 22.72 to 50.17 

per cent of the total value of outturn. In seven factories, average stock holding ranged 

between 10 and 18.78 month's requirement, which was in excess of the prescribed norms. 

(Paragraph 70) 

Hydraulic Press and raw material for ICV 

Import of large number of bottom plates for Infantry Combat Vehicle and premature 

procurement of steel to manufacture bottom plates with the help of the Hydraulic Press 

imported at a cost of Rs 7 .17 crore, despite reduction in the production the annual target of 

production of the Infantry Combat Vehicle resulted in steel valued at Rs 64.32 lakh 

remaining unused for eight to 13 years besides the Hydraulic Press also remaining unutilised 

for at least five years. 

(Paragraph 71) 
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Foreclosure of indent resulted in avoidable expenditure 

Inability of Armament Research and Development Establishment and Gun Carriage 

Factory Jabalpur to meet the demand of Army for modifications in the lighter version of field 

gun developed by ARDE and produced in Gun Carriage Factory led to the foreclosure of the 

project after an expenditure of Rs 10.21 crore in production of 20 guns by the Gun Carriage 

Factory. Besides the 20 guns, which are not acceptable to the Army, the Gun Carriage 

Factory was holding surplus components valued at Rs 6.53 crore. Thus, the stalemate about 

the qualitative requirement of the gun between ARDE and Army has rendered the entire 

expenditure of Rs 16.74 crore unproductive. 

(Paragraph 73) 

Abnormal rejections in production 

This Report contains three cases in which rejection of finished material/component in 

excess of the permissible norm led to wasteful expenditure. General Manager Metal and Steel 

factory Ishapore did not promptly investigate abnormal rejection in production of steel billets 

for shell of an ammunition and continued the production despite abnormal rejections. The 

cost of abnormal rejections was Rs 1.57 crore. Similar negligence by the GM Metal and Steel 

factory Ishapore in production of alloy steel bars led to abnormal rejection of over 65 tonne 

steel bar, valuing Rs 23.41 lakh. Another case of abnormal rejection of bomb bodies by 

Ordnance Factory Muradnagar led to waste of Rs 17.41 lakh. 

(Paragraph 75, 76 & 77) 

Defective manufacture 

Gun and Shell Factory Cossipore utilised sub-standard shell material produced by 

Metal and Steel Factory Ishapore to manufacture shell of an ammunition, which were rejected 

due to cracks developed during filling under pressure. The defects were traced to high Boron 

content in the shell material. The net loss due to production of defective shell material was 

Rs 14.24 lakh. Similarly production of sub-standard picrite by Ordnance Factory Bhandara 

used in manufacture of triple base propellant resulted in the factory holding 846 tonne of 

material valued at Rs 1.87 crore. In another case, defective processing of blanks for 

manufacture of base of a tank ammunition by Ordnance Factory Ambajhari led to rejection of 

2000 bases valuing Rs 22.16 lakh. 
(Paragraph 74, 78 & 79) 
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Procurement of stores at higher rates 

Ordnance Factory Ambemath and Ordnance Factory Board purchased Zinc and 

Aluminum ingot from Hindustan Zinc Limited and National Aluminum Company at higher 

price than those paid to Mineral and Metal Trading Corporation. The purchases from 

Hindustan Zinc Limited and National Aluminum Company resulted in extra expenditure of 

Rs 52 lakh. 

(Paragraph 80) 

Waste due to rejection of imported delay element 

Import of 40000 delay elements for manufacture of fuse of the ammunition for 155 

mm gun without testing the advance sample or carrying out pre-despatch inspection resulted 

in the entire consignment being declared defective. The total loss in this import was 

Rs 29.63 lakh. 

(Paragraph 82) 

Extra expenditure on wooden chests 

Rifle Factory Ishapore purchased semi finished wooden chests at Rs 1565 each and 

spent another Rs 2286 on converting them into finished chests for despatch of 5.56 mm rifles. 

Compared to the total cost of Rs 3851 each on conversion of semi finished wooden chests, 

the finished chests were available from trade at only Rs 1265 each. The extra expenditure on 

purchase of semi finished chests and converting them into finished chests was Rs 28.59 lakh. 

(Paragraph 83) 

Arbitrary increase in price 

Chairman OFB arbitrarily increased the price of transmission assemblies and interface 

items purchased from BEML. The total impact of this unjustifiable increase in price was an 

extra expenditure of Rs 1.76 crore. On being pointed out by Audit, the Ministry stated that 

Rs 1.51 crore would be recovered from the pending bill of BEML. 

(Paragraph 84) 

Infructuous expenditure 

General Manager Vehicle Factory Jabalpur placed purchase orders and controller of 

quality assurance, Ordnance Factory Vehicles gave clearance for bulk production of brake 

actuation equipment for Shaktiman Vehicle without waiting for the outcome of performance 
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of the equipment produced as pilot batch. Area Inspector cleared 275 defective units 

supplied by the supplier. The expenditure of Rs 26.57 lakh on purchase of 3 70 defective 

brake units has been rendered wasteful. 

(Paragraph 85) 

Unauthorised expenditure 

General Manager Field Gun Factory Kanpur purchased equipment at Rs 1.52 crore for 

induction furnace and spent another Rs 1.01 crore on civil works. installation and 

commissioning in disregard of limit on financial powers delegated to him. The General 

Manager purchased induction furnace item by incorrectly classifying them as replaced items. 

while actually these were equipment for assembling two new induction furnaces. Despite 

increase of the capacity by 2000 tonne with the commissioning the two new furnaces, the 

production of ingots has dropped. 

(Paragraph 86) 

Deficiency of grenade components 

Ministry has taken more than three years in investigation of deficiency of 2. 70 lakh 

empty hand grenades in Ammunition Factory Kirkee pointed out in the earlier Audit Report. 

Further deficiency of components of hand grenades valued at Rs 49.7 lakh was also noticed. 

OFB attributed the deficiency to drawal of components on temporary receipts. The delay in 

investigation and continued drawal of components of this sensitive item on temporary 

receipts raises a doubt about the efficiency of the system of maintenance of stock accounts 

and security of the hand grenades and its components. 

(Paragraph 87) 

Loss in export and civil trade 

Ordnance Factory Board suffered a loss of Rs 55.49 lakh on export of blank cartridges 

of an ammunition. The realisation did not even cover the direct input cost of Rs 54.35 lakh. 

Similarly Machine Tool Prototype Factory Ambernath suffered a loss of Rs 54 lakh on civil 

trade. 

(Paragraph 88 & 89) 
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Follow-up on previous Audit Reports 

Ministry did not send remedial Action Taken Notes on l 04 Paragraphs included in the 

Ordnance Factory section of the previous Audit Reports despite the recommendation of the 

Public Account Committee to submit them within three/four months. Out of these 27 

Paragraphs were those which were included in the Audit Reports of 1990 to 1994. 

(Paragraph 91) 

Response of the Ministry to Draft Audit Paragraphs 

Despite recommendation of the Public Accounts Committee, followed by directions 

of the Finance Ministry to all ministries/departments to send their comments on the Draft 

Audit Paragraphs, which are forwarded to the secretaries of the ministries/departments 

through Demi Official letters, within six weeks, Secretary Department of Defence Production 

and Supplies did not send the comments of the Department on I 0 out of 22 Paragraphs 

included in the Ordnance Factory section of this Report. 

(Paragraph 92) 
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Clll\.PTER I : Accounts of the Defence Services 

1. Defence Expenditure 

The expenditure on major components of Defence activities 

during 1994-97 was as under: 

(Rs in crore) 

1994-95 1995-96 1996-97 

------------------------------------------------------------------------------------
Anny 11665.67 13346.89 14560.33 

Navy 1472.73 1866.87 2084.16 

Air Force 3837.63 4055 .67 4532.64 

Ordnance 

Factories 479.10 659.86 859.72 

Captial Outlay 

on Defence 

Services 6819.42 8017.68 8508.42 

Total 24274.55 27946.97 30545.27 

The expenditure is represented in the bar ~hart below: 
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2 .. · Appropriatimn Accmmts ·. · 

A summary cf Appropriation Accounts . of sums expended 

during the year ended 31 March 1997 compared with several sums 

. authorised in the·schedules appended to the various Appropriation Acts 

passed by Parliament during the year 1996-97 under Articles 114 and 

115 of.the Constitution of India, is given below: 

(Rs in crore) 

----=----=-------~-----.:------~----~-----~-----------------~~~---------------~------~~-------

Revemlle 

17-Army 

Voted 

Charged 

18-Navy 

Voted 

Charged 

19-Air Force 

. Original 

Grant/app

ropriation · · 

·Supple~ 

mentary .. 

Grant· 

Total Actual Total 

expen- Saving(-) 

diture Excess(+) 

13357.10 

10.09 

1197.60 1~554.70. 14554.26(-)0.44 

1867.74. 

2.72 

0.12 10.21 6.07 (-)4.14 

216.52 2084.26 

3.94 .. 6.66 
2084.08 (-)0.18 

0.08 (-)6.58 

•· 

Voted 

Charged 

· 20 ... ordnance 

Factories 

Voted 

·charged 

4057.34 

0.65 

680.03 
. 0.75 

.. --~ . 

-. ~ . 

2 

474.59 4531.93 

0;20 . 0.85 

··.' 

4531.92 (-)0.01 

0.72 (-)0.13 

859.72 859~69 (-)0,04 

0~75: 0,04 (1)0.71 



Capital 

21-Capital Outlay 

on Defence 
·Services 

·Voted 

Charged 
8936.75 

7.13 

3. Saving 

(i) Voted Grants 

8936.75 .8506.47 (-)430.28 

1.90 9.03 1.95 (-) 7.08 

The overall savings in all five Grants of Defence Services 
under voted section aggregated to Rs 430.95 crore, whiCh consisted 
mainly of savings in the Grant No.21 - Capital Outlay on Defence 
Services. Details of saving over one crore are given below: 

----------------------,-------.------------------------------------------------------
Minor Head 

Grant No. 21 

,01-Army 

·Amount Reasons for saving 

(Rs in lakh) given in Appropriation 
Accounts 

102- Heavy and Medium vehicle 4 70 Non-materialisation 
of supplies 

105-Military Fann 

3 

162 Lesser outgo than 
anticipated 



®2-Navy 

050- Land 165 Refund of compen-

sation of cost of 

private land 

101 - Aircraft and Aeroengine -454 : Non-materialisation 

of sanctions as well 
-

as certain foreign 

payments 

103 - Other equipment 226 - do -

202 - Construction Works 322 Slow progress of 

work than anticipated 

205 - Naval Dockyard 1051 Non-materialisation of 

certain foreign pay- .a. 
men ts 

03 - .Air FoJrce 

202 - Construction Works 1048 Slow progress of 

works 

04- Defence Ordnance Factories . · 

052 - Machinery and Equipment 785 Non-materialisation as 

well as delay in comm-

i_ssioning of certain 

plants and machinery 

_,· 

111 - Works 456 Less utilisation against 

MES works 

-
.~ 799 - Suspense . 1789 Lower bookings 

-
-

4 



05 - Research and Development Organisation 

111 -Works· 1592 Non-ntaterialisation of .,. 
certain activities under 

special schemes 

(ii) Charged Appropriations 
~ ~. . . 

The ·overall savings of Rs 18.64 crore under charged section 
. against overall provision of Rs 27.50 crore for all Grants constituted 

68 per cent of the provision. The Grant wise saving ranged between 
15.29 per cent to 98.80 per cent as shown below: 

(Rs in crore) 

-----~----~------------------------------------------------------------------------~ 

Revenue/ Sanctioned Actual Saving 
Percentage 

Capital appropriation expenditure of saving 

.. -=---~-------------------------------------------------------------~---------==-----
GrantNo.17 10.21 6.07 4.14 40.55 
GrantNo.18 6.66 0.08 '6.58 98.80 
GrantNo.19 0.85 0.72 OJ3 15.29 
GrantNo.20 0.75 0.04 0.71 94.67 
GrantNo.21 9.03 1.95 7.08. 78.41 

The savings were stated ·to be mainly due to finalisation 
of less number of court cases than anticipated. 

4. Non-utilisation of funds 

(a) In the following cases, the entire amm.int of original Appropriations 
during the year remained unutilised. 
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Grant No. Minor Head 

(Rs in lakh) 

Sanctioned 

amount 
(charged) 

---------=-=---------------------------------------------------------------------=--
17-Army 

18-Navy 

19-Air Force 

20-0rdnance 

Factories 

. . . 

106-Military Farm 

101-Pay. and allowances 

of Navy 

111-Wotks 

101-Pay and allowances 

of Air Force 

110-Stores 

21-Capital Outlay on Defence Services 

Navy 050-Land 

202.-Construction 

works 

34.00 

1.00 

1.00 

1.00 

30.00 

100.00 

10.00 

. (b) In the following case,. Supplementary Grant (voted) obtained 

was not utilised and the entire amount of the Grant was· surrendered. 

Thus, there was no necessity for Supplementary Grant. 
(Rs in lakh) 

==---------------------------------------------~------------------------=-----------

Grant No. Minor head Supplementary 

Grant 

-----------------------------------~---·-----------------------------------------------

20-0rdnance . . . 800-0the~ ~xpenditure . 949.00 
Factories· 

· · ( c) · In the following cases, supplementary Grants (voted) obtained 

were not utilised ~holly or p~ialiy. Thu~, Supplementary Grants 
were .!lot assess~d pr?perly. in-th~s~ bases. ·. .. . .. 
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\ (Rs in crore) 
-""!"------------------------------------------------------~..:. ____________________________ _ 
·Grant No·. 

Saving 

17-Airny 

18"'.Navy 

Minor Head 

101-Pay and Allowances 

of Army 

.104-Pay and Allowances 

of civilian 

109-Inspection Organisation 

101-Pay and Allowances 

of Navy 

104-Pay and allowances 

of civilian 

· 105-Transpop:ation. 

19-Air Force 101-Pay and Allowances 

of Air Force 

110-Stores. 

20-0rdnance 054-Manufacture · · 

··Factories 

Supplementary 

Grant 

612.73 

71.12 

45.00 

43.52 

33.03 

5.00 

123.83 

338.32 

170.20 

51.32 

1.63 

17.71 

1.58 

1.21 

0.89 

5.70 

2.17 

13.09 

-------------------------------~-----------------Y------m---------------------------

. ' ' 

5. Savings of Rs100 crore or more·. 

The Public Accounts Committee in p:;rra 1.24 of their 60th 

Report (Tenth Lok Sabha) took note of the sharp increase in the 
savings ~s compared to the sanctioned provision. . The Committee 

·.. desired that _Mini~try of ,Finance slJ.ould take the issue seriously wit~ 
appropriate' measures 'to overcome the unfortunate situation of large 



savings and also qesired that detailed explanatory note in respect- of 

savings in a.· Grant. or Appropriation during each year involving 

· .. Rs 100 crore and above. be furnished to the Committee. Savings of 

Rs 430.28 crore occurred in the voted section of Grant No. 21: 

Capital Outlay on Defence Services 
.: ;.:·· ... 

-=---------=----=---==-------------------=------=-------------=----=----------------
_.Capital. 
Voted 

. . 

Sanctioned . Actual . Savings 

Grant Expenditure 

Percentage 

of Saving 

-----------=------------------------------------------------------------------------.,, ._ 

GrantNo.21 8936.75 8506.47 430.28 4.81 

+ 

:··.· 

•· The savings were attributed by the Ministry to slow progress of 
. : . . . ·. 

works, non-materialisat.ion of supplies,_ non-materialisation of certain 

activities under special schemes, non-materialisation of certain foreign 

payment_s due to 31 March 1997 being a closed day in those countries 

on accouµt of easter Monday, non-materialisation as well as delay in 

commissioning of Plarit and Machinery, lower bookings, etc. 

An e~planatorynote to the.PAC on savings in this Grant is 

called for; . . .. 

8 
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In the follo~ing cases where re-appropriation from/to various 

heads were made, there were savings/exc-ess of-more than Rs 5 crore 

suggesting that re-appropriation made during the year were not 

assessed properly: 

In the following case the original approved provision were 

sufficient to meet the requirement and thus, there was no necessity for 

re-appropriation of funds to this minor head: 

Grant No. and 

minor head 

17- Aimy 
101-Pay and 

Allowances 

of Army 

Sanctioned Re-appropriation 

prov1s1on 

5808.35 (+) 11.72 

(Rs in crore) 

Actual 

expenditure 

5768.75 

(lb} Re;..appropirliatfoiin from heads• wlbtere expel!ll.ditl:u:re W1i!lS llllll~l!"e 

tl:lhulllm tl:lble fnllll2Il-pir®vfafoiil 

In the· following_ cases, _the actual· expenditure turned out to 

m.ore than the balance provision after re~appropriation from these 

heads. 
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.;· .• ..J \:" 

(Rs in crore) 

-----------------------~-----------------~------------------------------------------

Grant .. · 

.... -'·No. 

17-Airmy 

·sanctioned 

. prov1s1on · 

' . --

Re-~ppro .·Final Actual Excess 

priation . prov1- . expen- with 

s10n diture reference 

to final 

prov1-

SlOil 

,, :: 
.:. - ·. ·., . 

103-Auxiliary 73.21 (-)14.71 58.50 64.09 5.59 

Forces 

112-Rashtriya 174.16 ' (-)13.16 161.00 166.30 5.30 

Rifles 

21-Capital Olllltlay . 

01/103-other 2185.42 (-)250.05 1935.37 1999.69 64.32 

equipment 

02/204-Naval 

Fleet 1531.75 (-)20.88 15.10.87 1524.34 13.47 

(c) Re:.app~~prfation. 1to heads where expenditure was 
lessJhan the final amount. 

. In the following cas~_s, the ainourit of re-app~opriation were not 

utilised fully: 
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Grant 
·No:: 

Sanctioned 
. ; 

prov1s10n 

R.eappro-

priation 

FirtaI:. 

prov1-

SlOn 

Actual 

expen-

diture 

(Rs in crore) 

Savings 

with refe

rence to 

the final 

provision 
.... ______ ;.. ____________ .., _____ ..;._~ __ _:.;::}:..;,'~--.;. ... _.;;.. ______ ;;;._...; __ ..;, ______ ..,.,. ____________________ _ 

20-0rdnance Factories 

800-other 223.94 (+)37.45 261'.39 249.39 12.00 
expenditure 

21-Capital Outlay on Defence Services 

Sub Major Head 05 - Research and Developmen.tOrganisation 

111-works 437.93 (+)142.00. 579.93 564.01 15.92 

7. Persistent savings 

During the last three years there were persistent savings under 

various Graiits as per details given below: 
. - -- - : ~ -· ~. - - ,, . 

Grant No. 

17-Army" 

101-Pay and Allowances 
of Army 

104-Pay and Allowances 

of civilians 

11 

1994-95 

·25.78 

12.82 

(Rs in crore) 

l9Q5-96 1996-97 

21.29 51.32 

15.65 1.63 



I 

I 04~Pay and Allowances 
i.,. - . 

of civilians . 6.62 5.30 0.07 

QO I -Direction and Adminstration · 1.20 1.06 0.55 
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8. Persistent excess 

During the last three years, there were persistent excess with 

reference to approved provision as pe~ details given below: 

(Rs in crore) 

------------==---=--=---=-----=-===--=----------------------------------------------
-1994-95 

21-Capital Outfay on Defence Services 

Sub Major Head - 01 - Army 

103-0ther equipment 

Sub Major head - 02 - Navy 

204-Naval Fleet 

9. Loss of stores 

35.24 

10.58 

1995-96 1996-97 

L98 64.32 

6.82 13.47 

The amount of store losses due to other causes showed an 

increasing trend as compared to the previous years as per details given 

below: 

Year Amount of loss du~ 

to other causes 

(Rs in crore) 

Percentage 

mcrease 

---------------------------------------------=-----~--------------------------~----= 
1994-95 

1995-96 

1996-97 

11.48 

13.56 

40.33 

18 

197 

-----------------------------------------------------------------------------------= . . .. 
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10. Losses awaiting regu.fa:rfaatiou 

Mention was made in the Controller General of Defence 

Accounts cer{4ficate in the Appropriation Accounts, Defence Services 

regarding los~es awaiting regularisation for more than one year. 

A review of losses awaiting regularisation revealed that there 
' ' 

was no progr~ss towards settlement of the old cases besides increasing 
trend as indicated below: 

(Rs in crore) 

----·--=-=--------... -----------~-----------------------------------------------=----·--
Year - No. of cases Amount involved 
____ _. ___ . ___________________ ;.. ____________ .;. _______ _; __ ..; _____ ~ __ ... ______________________ _ 

1992-93 1225 117.01 

1993-94 1279 169.25 

1994-95 1306 175.19 

1995-96 1407 200.83 
1996-97 1568 237.21 

Actiod to review and settle these cases ~eeds to be taken. 

U.o · Nollll-~teC([))ve:ry {}f the amount on account of Special 

fliglhl(s/air lifts 

The runount due _for recovery on account of special flights/air 
lifts provided by the Air Force authorities had increased from 

Rs66.46cror~ as on30 June 1996 to Rs81.91 croreas on 30 IU11e 
1997 showing an increase of 23 per cent. 

12. Autholl"isatio'n and Expenditure· 

A detailed examination of the authorisation and expenditure 
pertaining to Grant No. 17 and 21 in respect of E-in-C's Branch and 
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Remount Veterinary Directorate covering the last 4 - 5 years revealed. 

the following: 

Savings .. 

(a) Engineer.,.in-Chief's Branch . 

Year 

. Minor heacll 111.,works 

Final 

Grant. 

(Rs in crore) 

Actual Savings 

. expenditure 
______ ':" ______ .;. ___ "'."---:--------:-------------.--.-------------.;..--.---------------·----------
Major works executed under Operationai Works Procedure 

1993-94 30.64 30.13 0.51 

1994-95 . -72.44 64.50 . 7.94 

1995-96 . 92.00 64.25 27.75 

1996-97 88.89 84,95 3.94 

Other Revenue Works 

1994-95 . 12.80 . 4.87 7.93 

1995-96 12.50 11.11 1.39 

1996-97 12.00 J 1.53 0.47 

Maintenance - Buildings 

1994-95 . 103.00 99.38 3.62 

Maintenance - Furniture 

1994-95 19.39 17.76 1.63 

Maintenance - Miscellaneous 

1994-95 10.40 5.29 5.11 

.15 
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M:mnntenance - Special Repair --Buildings,. Roads and Furniture 

1994-95 41.00 33.67. . 7.33 

1995-96 46.73 38;93 7.80 

Rent for llnilreidl/leased buiRidlnngs 

1992-93 8.55 . 2.63 5.92 

1993-94 8.10 2;65 5.45 
1994-95 9:00- 1.83 7.17 

1995-96 . - 3.21 1.75 1.46 ' 

i 

Pmyment for Rminway sidings mull platfmrms ·· 
I• 

1992-93 1.35 1.15 0.20 

1993-94 7.00 ··6.29 0.71 . 

1994-95 s:oo 4.94 0.06 

1995-96 5.00 4.47 0.53 

.. , 1996-97- -5.00 4.72 0.28 

Generali clht:.iurges - Miscellaneous 

-1992-93 1.09 1.07 0.02 

1993-94 1.50 1.25 0.25 

.~§ . -. 1994-9~. 1.50 1.27 0.23 

1995-96 l.50 1.32 0.18 
, . 

. . 

Groumd Renf~ HalLofStateat-PragatiMaidan .. -

~ 1994-95 0.12 0.12 

1995-96 0.12 0.12' 
1996-97 0.12 ; ""- 0.12· 

-

i'" 
Wages mmll Safarlies _ 

=: .. :: · .. ·. 

1993.,94 1.85 1.52. 0.33 
1994-95 . ·2.00 1.73 0.27 
1995-96 2.20 1.93 0.27 
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. 1996.:.97. • -2.40 2.39 0.01 

Tools and! Pfants - New Supplies 

1993-94 1.50 1.11 0.39 
1994-95 2.00 1.11 0.79 

.1995-96 2.50 2.02 0.48. 

· To@!s anidl Pfants - New Supplies - Vehicles· 

1992-'93 1.00 . o:ss 0.45 
1993-94 0.90 0.17 0.73 
1994.;95 1.50 0.11 1.39 
1995-96 1.54 0.60 0.94 
1996-97 4.00 0.92 3.08 

PJroeuiurementt l[J)Jf sttl[])ires for paurlks amid idllivlislimriiaR stl[J)cJk. 

.1992-93 43.05 39.05 4.00 

. 1993~94 14.78 2.67• 12.11 ~ 

1994;;;95 10.00 0.98 9.02 

1995-96 10.00 0.39 9.61 

Pli"®Clllll!"elllffielllltt of eqllllliJpnnmentt am.id! store foir l!'es.eal!'ch Wl[J)Jrk 

1994-95 0.80 0.06 0.74 

1995-96 •. 0.31 0.12 0.19 

Mlillllor Heald! - Jl.1[))4 P2yaurndl Alfowannces frff d.vnilnaJIBs 

MlES - Officers 
,.--

1.993-94 20.50 18.90. 1.60 

i994-95 25.00 20:70 4.30 

1995-96 27.00 23.23 3.77 

.. 

MES-Others 

1994-95 . 125.00 109.08 15.92 

.. -17 
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: 

1995-96 

1996-97 

ESD·- .. Officers 

1992'.'"93 

1993'.'"94. 

1994-95 

1995-96 

1996.:.97 

ESD - Others 

1992;;93 

1993-94: 

1994-95· 

1995-96 

1996-97 

-125.00 
',144.20 

0.24 

0.25 

0.30 
:o:3.5: 

0.12 

2.70 

.· .. 2.67 

2.95 

3.00 

3.00 

ESD .- Industrial Esta,blishment 

1992,-93 3.70 

1994-95 . 4.40 

1995-96 4.80 
. 1996"l97 .··. -4.46 

',. 

:'·..:· 

·.122.1 T 
142.86. 

0.17 

0.23' '. 

0.15 

·0.11 

0.11 

2.40 

2.63 
2.52. 

2.70,-' 

2.89 

2.98 

3.49 

3.91 

2.22. 

2.83 

1.35 

0.07 

0.02 

0.15 
·. 0.24. 

0.01 

0.30 
0.04. 

0.43 

0;30 

0.11 

0.72 

0.91 

0.89 

2.24 

(Rs in lakh) 

~-...... .;;;;., ............ ~ ... --... -----------------.:..-..: __ .,. .............. ______ ._ ___ .;.._· _____ .;.~-----------:-------------
Year ·_. Final Grant ··- Actuals Savings 

1992;9J l79.66 177.4j- " 

2.23 

1995:..96 242.00 220~82 21.18 
1996 .. 97. 270.00 251.51 .. 18.43 
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Minor Head 110 - Stores - B - Animal 

1992-93 10.00 0.75 9.25 

1993-94 3.00 l.94 1.06 

1994-95 3.00 1.70 l.30 

1996-97 27.00 22.09 4.9 1 

Excess 

(a) E ngineer-in-Chief's Branch 

Minor Head 111 - works 

(Rs in crore) 

Year Final Actual Excess 

Grant expenditure 

Maintenance - Military Roads 

1992-93 4.50 4 .76 0.26 

1993-94 6.00 6.05 0.05 

1994-95 9.39 9.52 0.13 

1995-96 8.40 10.64 2.24 

1996-97 9.30 9.59 0.29 

Wages and Salaries - maintenance - building, road and fu rniture 

1992-93 56. 11 57.95 l.84 

1993-94 65.00 66. 14 l. 14 

1994-95 72.00 72.82 0.82 

1995-96 80.70 83.36 2.66 

1996-97 91.60 92.43 0.83 

Payment of tariff bill - Electricity 

1992-93 150.63 156. 14 5.5 1 

1993-94 186.00 195.66 9.66 

1994-95 223.00 223. 10 0. 10 

1995-96 230.01 247.94 17.93 
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1996-97. .2.63.60. .---··-· 292.18 28.58 

Maint~11u11l!llce - Refrigeration and Air Conditioning 

1992-93 10.00 10.93 0.93 

1993-94 .· 7.00 7.91 0.91 

1994-95 9.00 10.49 1.49 

1995-96 9.00 10.12 1.12 
. -

1996-97 9.00 H.75 2.75 

Main.tenallllce - Miscellaneous 

1992-93 4.20 - - 4.54 0.34 

1993-94 4.00 4.85 0.85 

1994-95 .5.00 5.48 0.48 

1995 .. 96 5;00 6.oo· 1.00 

1996-97 . 5.00 6.06 1.06 

.. 

Grant No~ 21 ;,; Army 

Majol!" "' Carry over Works 

1992-93 180.78 197.24 16.46 

1993-94 .· 239.30 249.33 10.03 

1994-95 -279.25 279.66 0.41 

. 1995-96 . ·292.68 301.35 8.67 

(b )Remount ancll Veterinary Dfrecto:rate 

Minor.head 104(E) ':'Pay and Alfowances of Civilian 
. :; ' 

(Rs inlakh) 
. - . -=--------==---------=---===---=====------------==-----=----===---====----=-==---=--

Year· 

. . 

Final 
Grant . . . 

. -

Actuals Excess 

................ _.,,. ____ ............... .,;.- .......... ·~--~--';;'----------=--...;.;;. ............ ;;.;_ ......... ;.. ... _ ... -.., ... -= ... _==-------------------=--
· 1_993-94 
19'94;.95 . 

160.00 

f65,00 

.· 20 

183.92 

202:38 

23.92 

37.38 



Persistent savings/excess are indicative of defective budget 
monitoring. · 

13. Rush of expenditure in the month of March 

As per Rule 105 of Financial Regulation Part I Volume I of 

.. Defence Services rush of expenditure particularly in the closing month 

of the_financial year is fo.be regarded as breach of financial regularity. 

Contrary to the abov~ provision, in four Grants 16 per cent to 

29 per cent of the total expenditure was. incurred in the month of 
March 1997 as shown below : 

Grant No. . Total Expenditure 

·17-Army 145,60,33.16 

18 - Navy 20,84, 16.23 

19 - Air Force 45,32,63.80 

21 - Capital Outlay 85,08,41.63 

on Defence 

Services 

Expenditure 

in March 

33,63,96.99 

. 3,27,70.31 

8,30,13.56 

24,26,01.71 

(Rs in lakh) 

Percentage 

of expen

diture in 
·March to 

total expen- · 

diture 

23.10 

15.72 

18.31 
-, 

28.51 

Test check of expenditure under ~ert?in minor heads revealed 
that expenditure in March 1997. ranged between 17 per cent to 

77 per -cent of the total expenditure as per details given below : 

21 
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. GrantNo. T otalExpenditute Expenditure 

in March 

(Rs in lakh) 

Percentage 

of expen

diture in 

March to 

total expen

diture 
- - __________ .,,.,. ____________ ;:,. _________ ~ ___ ..; __ ..;.;.. __________ ..:,~_-----------------------------

· 17 -Army 

105-Transportation 3,42,27.13 1,17,58.00 34.35 

106-Military Farms 90,51.11 23,93.13 26.44 

108-Research and 8,81,52.74 2,17,57.53 24.68 

... Development 
Organisation 

110-Stores 48,00,40.46 13,94,87.79 29.06 

lll~Works .·. · . 10,60,62.58 2,04,57.43 19.29 

112-Rashtriya Rifle 1,66,28.99 . 42;55.05 25.59 

- . ' ~ '· 

113-NCC 1,50,52.77 28,07.70 18.65 

800-0ther 2,82,92.16 57,77.58 20.42 
expenditure . 

18-Navy 

1 OS-Transportation 48,10.65 7,77.67 16.17 

111-Works .1,80,03.00 . 31,86.60 17.70 

800~0ther 
, 

. 3';02~75.49 > 53,98.52 17.83 

expenditure 
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Jl9 - Afr Force 

·._ --105'."Transportatfon -78,70.40 

110-Stores 

11 l"Works 

200.,Special Project 

800-0ther 

expenditure 

' 

29,39,14.72 

2,95,76.83 
"•' ~.- · .. 

5,83.32 -

'68,26.55 

21[) - Defence 01l"dllunnce F2cfories 

004-Research and 

Development 

05_3-Maintenance- -

Machinery and 

. Equipment 

106-Renewal and 

2,86.83 

6,63.20 

Replacement 43,20.92 

I IO-Stores 17,87,97.25 

111-Works 28,01.42 

17,62.35 

6,16,87.94 

52,53.00 

1,03.56 

32,07.50 

.. ~·. 

2~20.98 

' .3,17.45 

22,25.88 

2,87,04.79 

9;59.75 

2:Il. - Capitall Ountfay ollJl Defence Si?irvn~es 

®:B.-Ar:m.y 

050-Land 26,99.73 9,11.91 

10 I-Aircraft and 
" _ Aeroengines · - 80,09.66 50;47.29 

23 

22.39 

20.99 

17.76 

17.75 

46.99 

. 77.04 

47.87 

51.51 

16.05 

34.26 

33.78 

63.02 -
~ ,_·, 



102-Heavy and 

Medium 

' Vehicles 1,91,64.02 68,90.59 35.96 

103-0ther 
equipment. "19,99,68.54 4,81,81.82 24.09 

105-:Military Fairns 87.62 52.57 60.00 

202-Cohstructfon 

·.Works 4,17,06.35 71,11.95 17.05 

02 ~Navy 

101;.; Aircraft arid 

Aeroehgihes 1,72,46.03 .72,39.27 41.98 

102-Heavy and 

Medium 

Vehicles 5,93.52 1,22~73 20.68 

103-0ther 
, ... . .. 
equipment · 38,73.59 12,90.19 33.31 

. 202-Construction 

Works 76,78.48 33,93.25 44.19 

204-Naval Fleet 15,24,33.75 . 5,30,84.08 34.82 

20S-:Naval 

Dockyard 1,13,89.36 . . 58;73.07 51.57 

03-Air For~e 

050-Land 31.78 15.30 48.14 

WI -Aircraft and 

Aeroengine~ 25,04, 70.49 5,93,08.68 23.68 
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103-0ther 

Equipment 

202-Construction 

5,32,83.05 

Works 1,02,45.89 

206-Special Project 21,66.41 

052-Machinery and 

Equipments 72,14.82 

lll-Works 46,43.58 

111-Works 5,64,05.58 

111-Works 5,51.10 

25 

2,36,31.65 44.35 

26,89.43 26.25 

10,12.60 46.74 

35,62.57 49.38 

11,29.04 24.31 

1,04,01.28 18.44 

1,16.32 2Ll l 
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Millilist1ry pilaced a UM 
. fo1r pa1rtfallupdate of 

1rada1rs ollil fo1reigllil 
teicl!mollogy. 

MiJI1.ist1ry decided fo1r fuiil · 
update as putiail ~pdate. 
of 1rada1rs was comiide1red' 
· i111adeqmnte. 

LO][ w~s pllaced fo~ 
, RllJPdlate of 60 1ra'danis witlhl 

foireigJI1. teclhl1110Ilogy anull 
58 wfitlhl imllfigeJI1.oUJI~ 
teclhl1110Ilogy witlhl a ~~illfilil.g 
JPirice of lRs 4 ciroire:;aimdl 
lRs 3 c1roire foir each iradlair 
1respectivelly. 

. ., 

Jl.4 • 

. Accepfaltllce of cosm.eir foll-engitll tecl!rnofogy option foir 1lllpdatJ1Itllg . , 
, of iradlairs res1u1.lltiedl ftnn aim ex~ra expel!Ild!nt1uure oJf Rs 208 i.crmre 
~ ~ . ·-· . - -

Considering the outdated technology and limited : search , 

capability of the Superfledermaus Radar (Radar), the. Ministry in 

March 1991 placed a LOI with Mis BEL, who were to act as the prime 

contractor of M/s Ericsson (Swedish Firm), for the partial update of the 

Radar which included incorporating a monopulse tracking technique, a 

Digital Moving Target Indicator (DMTI) and a Laser Range Finder· 

(LRF) besides complete overhaul of 118 radar structures at a total cost 

of Rs 200.60 crore. 

However, since the partial updating of the radar system would 

still be left with an obsolete-analog computer, whose 1:11aintenance was 

not possible, the Ministry opted in May 1992 for full update of the U 8 

radars which in addition to theitems involved in partial update also 

included replacement of analog computer with digital computer and 
. . 

modification of tracker drives. The above proposal of the Ministry was 

also approved by the CCP A in December 1992. Accdrdingly, a LOI 

was issued to BEL. The update was to be based cm the Ericsson 

proposal for the first 60 numbers of the radar at a ~~iling price of Rs 4 

crore per system, with a ceiling price of Rs 3 crb~e per system for the 

balance 58 numbers of the radar to be updated with indigenous 

technology. Formal indent was placed in March 1994 on M/s BEL, for· 
updating 60 radars at a cost of Rs 4 crore each having a delivery 

schedule of 12 radars during 1993-94, 24 radars during 1994-95 and 24 

radars during 1995-96. Subsequently, in September 1996, the Price 

Negotiation Committee finalised the cost of 12 radars @Rs 3.69 crore, 

33 radars @Rs 3.78 crore, 15 radars @Rs 3.87 crore, 24 radars 

@Rs 3.34 crore and 34 radars @Rs 3.51 crore. 
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2 radars were 
successfully modified by 
ABW at a total cost of . 
Rs 30 !akh and were still 
iying with them. 

Ministry observed that 
imligenous update of 
radars would result in 
s~ing of Rs .1.5 ~rote per · · 
radar but in fact the 
saving per radar ranged 
from Rs 1.49'crore· to 
Rs 2.02 crore. 

. _ ;'·. 

The Ministry had in June 1991; . alSo· separately accorded 

-sanction.for a :project for; developing a ·digitaf-corhputer to replace the 

analog computer to be carried out at a cost of Rs JO lakh by an ABW. 

The_ work commenced ~~· Ju~e 199l and the first prototype was 

.. successfully- evaluated in April ·- June 1~92. The project was 

completed in June 1993 at a cost of Rs 30 lakh and two radars 

modified with indigenous technoldgy •· were. put through trials 

. successfully and were found fully functional. These radars were lying 

withABW (August 1997). 

While examining the proposal with reference -to indigenous 

technology, the Ministry· in October 1992 observed that use of 

indig~nously developed LRF and computer for the update of lt8 radars 

would result in savings of Rs LS crore per radar. It was however, seen 

that after taking into account the cost df partial update (Rs 1. 70 crore) 

and indigenous update (Rs 15 lakh) the savings ranged from 

Rs 1.49 crore to Rs 2.02 crore per radar. 

As of August 1997, Mis BEL supplied 60 updated radars to the 

CODagainst a total payment of Rs 181 crore made to them. 12 of 

these Radars were issued by the. COD to an AD Regim~nt and two each 

to ADG~ school and MCEME. The AD Regimei:it however, had not . 

accepted the radars as they were · found .· to have certain 

defects/deficiencies which \\'.ere yet to be rectified. As regards 

serviceability of remaining radars the user units were addressed in ·· 

September 1997but their response was awaited_ as of December 1997 . 

-
The matter was referred to the Ministry in May 1997; their 

reply was awaited_ as of December 1997. . 
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A la r ge number of 
wooden packages 
containing se rvic-cable 
a mmunition were 
a ffected by termite a nd 
moisture. 

The C l worked o ut th e 
loss as Rs 8.27 crorc. 

The ma in factor for 
down-gradatio n o f the 
a mmun ition was lack of 
interest and com mitment 
by a ll officers a t AD. 

15. Loss of ammunition due to improper storage 

Failure of Army authorities to provide proper storage 
facilities had rendered ammunition worth Rs 61.30 crore as 
major repairable and Rs 8.27 crore as unserviceable 

Mention was made in Paragraph 12 of Report No.8 of 1996 of 

C&AG regarding delay in repair of imported ammunition. a large 

quantity of which was also held by Ammunition Depot 'X' (AD) 

amongst other Depots. 

The aforesaid repairable ammunition was occupying valuable 

covered storage space. Consequently. wooden packages containing 

other types of serviceable ammunition were kept in the open on 

improvised p linths although the AD is located in a highly termite 

infes ted area. 

In December 1994/January 1995. the Army authorities noticed 

that a large number of wooden packages containing serviceable 

ammunition were affected by termites and moistures. As a result, 

ammunition worth Rs 61.30 crore was ·sentenced as major repairable· 

and Rs l. 91 crore as unserviceable. A CI ordered by Corps HQ in 

August 1995 to ascertain the extent of loss worked out loss of 

Rs 8.27 crore due to deterioration of ammuni tion. The CI attributed 

area being termite affected. storage of ammunition on plinths in areas 

which were low lying and prone to water collection as the cause of loss 

besides ammuni tion worth Rs 61.30 crore being sentenced as Major 

repairable. The single most important factor contributing to 

downgradation and subsequent unserviceabil ity of large quantity of 

ammuni tion was lack of interest and commitment shown by 

Commanding Officers and thei r team of officers at AD. The Cl also 

found that MGAOC HQ Southern Command did not carry out his 

mandatory 'Annual Technical Inspection· of the AD from 1992 to 

1995. 

GOC-in-Chicf in August 1996 directed to take, administrative 

action against seven ser\'ice officers and disciplinary action against one 

civilian officer fo r their lapse. 
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Despit"e pol~tical 
instability i~ country 'A' 
contract for 
procU11i'e~.e~t of TF2

CS ~- .. 

was condu~edl. 

•• •• ··:. "••LL.• 

.. ·. 
.. ·~ -""'- · .. 

_, __ . 

Advance of1 Rs 27.63 
crore was paid to the 
firm. 

I 
- ! . -., 

'.- Inspection Jeam co~ld 
~ not be deputed on - · 
account of disturlbed 

' . 

co11ditio111 in co11ntry 'A'. : 

Thus failure .of Army~·authorities to provide proper storage 

facilities had. rendered ainmu:riitiori worth Rs 61.30 crore as maJor 

repairable ~d Rs 8.27 crore a~Uriservf"geabJe . 

. · , The matter was: referred Jo the Ministry in June 1997; -thei; 

_reply was awaited as of December 1997. · · 

Jl.6. · Q1U1estirnmablle deal · 

Ministiry .'crnrnduid!edi a ,c·ont1rnct · for import of Tank JFiire 
·or_mtiroil System wJith a foirengn --- country,·_ ignoring the 
prevamng pomkal and uirnstab!e .conditions 

' -

- For~modemisation of a certain types of tank, the Army HQ 

·recommended, in April 1990, procurement of 150 Tank Fire Control 

System (TtCS) ex-colihtry 'A'. In June 1991, considering political 

instability in country 'A', Hon'ble Defence Minister expressed _his 

reservations about the wisdo"m of the proposed deal, but the -proposal 

·'was approved in July 1991 and a contract was conclud_ed.f~mediatel~ 
thereafter for supply of 150 TFCS at a cost of US$ 35.4 million. The 

contract stipulated that 30 per cent ofthe contractual value was-payable 

· - in advance ·on receipt ofl:ieC:essary bank guarantee from the National 

Bank of country ~A'~ after which 20 TFCS were to be supplied within 
-· six months. - -

Perisuant to these conditions, an advance of US$ 10.63 :million 

(Rs 27.63 crore) was paid. in October 1991 against a bank guarantee, 

valid~upto 30.April 1993; · Iri February 1992, the supplier request~d the 

. Ministry to arrange pre-despatch inspection of 20 TF~S · wh.ich were -

ready f<)l"delive0<' ·. 

But no_, Inspection Team could be deputed .. on account" of 

disturbed conditicms ig 6ountry 'A' ~p t6 )m1e 1992, when the UN 
imposed a: trade embargo with that country resulting in a stalemate. It 

-niay'be noticed that inspite of the disturbed situation in country 'A', it 
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- -
Army~HQ informed the 
Ministry that 'HSAS. 
should .be procmred ilil 
place Or 'fFCS which was 
outdated technology. 

CNeithet s.UPP-lyof'fFCS 
·-has be~n made nor 

advance refumded. _ 

'•::. 
'-.,~--

was possible to encash the ba.~ guarantee before 30 April 1993, but no 

su_ch action was taken or even contemplated.· 

_ In February 1995, Army HQ _informed the Ministry that 

Thermal Imager .Stand· Alone Sight (TISAS) should be procured in the 
. . 

place of TFCS whi9h was an outdated technology. As no supply of 

TFCS against the advance paid in October 1991 materialised even up 

to March 1996, efforts were unsuccessfully made to obtain supplies of 

TISAS from country 'A' in adjustment of the advance of 

Rs 27.63 crore . 

. Altho~gh the trade embargo has heen lifted from March 1996, 

_no supply against the advance of Rs. 27.63 crore has been effected-as of 

-May 1997. It wilLthus be seen that, even after finalising an unwise 

deal to import equipment from a politically disturbe~ and unstable 

country, the Ministry failed to assess the situation and encash the bank 

guarantee in time. As a result, the recovery of Rs 27.63 crore has 

became wholly doubtful. 
,-.:, -

- . ' -

Ministry stated in Noyember ) 996 that nego!i&tio_ns_\y1i.h:)h~ 
. . --·. --·--·· ·-. ,,. - . 

foreign firm to settle the down pay_mentthrough future contracts for 
supply of certain military stores were :going on. Ministry further stetted 

~ . . ' . " . 

in December 1997 that. offers._ for supply of various Defence stores 

receiv,ecj from .the firm were
1 
under examination in consultation \\'lth 

Army HQ. Even ifsupplies t~ke place for the entire amount now the 

loss of interest for over seven years would be more than the principal. 

17. : Procl!lurement of defective radars 
- --- 1 •• : . . - . ~ . 

· Due to pooir--al!ld faulty desigllll five radars procured at a ·cosf 
of Rs.·21.69 droire_ were iyhng _].1m defoctiive condition foir tlhe Hast 
three yeairs rendledng .the purpose of their acqllllnsntion 
.unfruiitlfull ·. ._ 

··Ministry in December:l98$; sanctioned induction of21 .low 

:level surveillance radars (radar) for the Army with a provi~o for .initial 

· acquisition of six radars at a total cost of Rs 21.60 crore. · Accordi11gly, 
. ,., 

30 

~ .'; . -

.. • ·," 



an indent was placed on Mis BEL in July 1986 for induction of six 

radars to be completed by 1990. Subsequently, user evaluation and 

trials of the production prototypes necessitated the incorporation of 

substantial additional features to ensure that they are state of the art. 

As a result the cost of the radars was revised to Rs 26.03 crore in 

November 19<10 for which revised approval was obtained in January 

1991. The sole reason for time over run was the failure of the radar to 

meet the GSQR specifications and users requirements in four 

successive trials since mid 1989. The shortcomings noticed were in 

terms of reliability, maintainabi lity and ruggedness. 

After successful trial evaluation in July 1992, bulk production 

clearance was accorded to BEL in January 1993 and the supply of six 

radars was completed between April 1993 and May 1994. 

During exploitation training conducted from May to August 

1994, a number of defects/shortcomings were found in all the radars 

and five radars were brought to an AD Regiment in January 1995 for 

carrying out complete checks/repairs by a team of engineers of BEL. 

The repair work continued upto June 1995 and was terminated 

thereafter as all the defects could not be rectified. The matter regarding 
I 

repair of radars was yet to be sorted out with BEL. The 

defects/shortcomings in the radars were attributed by Army to poor and 

faulty design. 

Army HQ in July 1996 stated that the radars were not giving 

satisfactory performance since their induction and not being available 

for training would adversely affect operational commitments. 

As of May 1997, five radars were lying in defective condition. 

The state of sixth radar was not knowr;/ 

Thus due to poor and faulty design, five radars costing 

Rs 21.69 crore had been lying in defective condition for the last three 

years rendering the purpose of their acquisition unfruitful. 

The matter was referred to the Ministry in June 1997; their 

reply was awaited as of December 1997. 
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Army HQ proposed to 
import Rifle along with 
ammunition. 

Failure to enforce 
contraet.after firm's 
failure to pr0<!uce the. 
export licence resulted. 
in procurement of rifle 
at higher rates •. 

· f8. Extra expenditmre . on - procurement -of rifles 
and ammunition due to failure to adeqmlltelly 

· safeguard Government interest 

Failure to adequately safegua:rd'the interest of Government in . 
entering info . a .. contract resulted in extra expendill:llll!l"e of' 
Rs 15.94 crore on import of rifles 

. In January 1993, Army HQ proposed the import of 1,22,000 

Rifle 'X' along with 500 lakh rounds of ammunition to meet the 

immediate ,needs of troops deployed in Internal Security (IS)/Counter 

Insurgency (CI) environment and as an interim measure to supplement 

the delivery of rifle 'Y' by OFB. 

Accepting the need for the import, the Ministry after inviting 

t~nders, entered into :;t contract in May 1994 with Foreign firm 'A' for 

the· import of 1 lakh rifle 'X' and 5 crore. rounds of ammunition at the 

contracted value of US$ 10.1 million (US$ 6.5 million for rifles. @ 

US$ 65 plus US$ 3.6 million for amm~ni~ion@ US$ 72 per 1000-pcs). 

Firm .'A' however, failed to produce. th,e Export licence and the 

contracted supplies did not m.!'lterialise as the validity of the contract . 

was subject to the production of Export licence. The contract could not 

be enforced and no action. except to impose a. ban for five years was 

taken. Thereafter, the Ministry after negotiating with the remaining 

tenderers who had quoted earlier, finalised a contract with Foreign firm 

'B.' in June 1995 for the import of 1 lakh rifles 'X' and accessories at a 

total cost of US$ -1 L97 million {at the uajt rate of US$ 99) and with 

Foreign firm 'C' in June 1995, for the import of 50 million rounds of 

__ ammunition at a total cost Of US$ 3.25 million (at the unit rate of 

US$ 65 per 1000 pcs) .. Th_e_ extra cost involved inthe import of 1 lakh 

·Rifle ~x· from firm 'B' worked out to US$.3.4 million 

(Rs 11 .46 crore). Firm 'C' however, failed to make the supplies of 

ammu11ition due to force-majeure situation. On the basis of fresh 

quotations Minist_ry entered into a contract with firm 'B' in December 

1996 for supply of 50 million rounds. of ammunition at a total cost of 

US$ 4.5 million (at the unit rate of US$ 9() per 1000 pcs). ·The extra 

cost on this account worked out. to US$ 1 :25 million (Rs 4.48 c:rore), 
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· Audit scrutiny of the documents pertaining to the import of the 

rifles 'X' and ammunition revealed the.following: 
- . . . 

_ (a) .. ·· T_he choice of i:ifle 'X' for .. IS/CI ·duties was not as per a well 

considered GSQR but-on the basis of lower cost. 

(b) The para military forces deployed ori CI operations were using 

the rifle 'Z' and had placed large demands on the Ministry for the 

. transfer of rifle 'Z' to them from the Army. This transfer was likely to 
'· result in net receipt of Rs.150 crore ~o Government. 

' . .· 

(c) The contract with firm 'A' was to become effective only on 

_: receipt of Export Licence by firm 'A' from its Government. This was a 

basic flaw ill the contract as a11:thorisatio.n for exports by firm 'A' 

should have been checked before entering into the contract. The 

contract for Rifle '_X' was signed by person of the foreign firm who 

was not authorised. The Foreign firm 'A' stated (January· 1997) that 

contra~t was falsified and forged, therefore riull and void. 

(d} N:o Performance Bond was_ obtained at the time of signing the 

contract thereby" interest of the_ government were not adequately 

.. safeguarded. 

, ( e) . Supply of Rifles was · received from firm 'B' m three 

consignments between March 1996,and November 1996. 
·- ' r • • '- • -· • '. 

(±) . The Mi11istry terminated the contract in February 1997 and 

_preferred a claim for US$ 1.26 million towards damages onJirm 'C_:..-· 

rejecting their cohtention of a 'force-m~jeure' situation for their 

~nability to supply the ammunition . The claim was yet to be accepted 

by the firm cis of July 1997. 

While accepting .the facts, ~he Ministry stated in July 1997 that " 

th.e . off er of fiqn ·'A' could not have . been ignored being the lowest 

teclµiically acc'eptable .. The Ministry,' ho~ever, did· not confirm that 

th~ off~r W~S ~s per wen con~idered GSQR. The Ministry further 

. stated ,that supplj~s of ammunition. for Rifle 'X' are likely to be 
~ompl.eted in the year 1997'. -·.• . . . . . . -. 
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Thus the following would emerge from the above: 

.Failureto adequately saf~guard the interests of Government.had 

resulted in the contract entered into with firm 'A' not being enforceable 

· and no action could be taken except to debar it for five years. It had 

also resulted in extra expenditure of Rs 15.94 crore on import of rifles 

and ahrmunition. 

In; the abse~~~;.Rtarnmunition it is not clear_ how the rifles · 

proc:ured,a,ta co~tp,f.;R.s 33.38 crore ar~.being utilised. 
,·. --. · .. - - " ' . ·- -. ·~-"' \ ~ .- . - - . 

This' has; r~sµlted in the· troops committed on IS/CI duties in 

Northern and Eastern theatre continuing to suffer heavy casualities 

because of lack of matching fire power. 

ParaclhtU!tes iimpmrted~t ~cost of Rs li2A~4 creme ii~ i995, C01ll!Ridl 

· Kiot be put fo use dune. to 'cllefects and. accordlingiy a~tiic:Upated 
savings of Rs 14.17 crore cmdd lll\Ot accrue. . 

~ . .. ~ -

In April 1993 Army HQ proposed importing 1000 · low level 

parachutes (parachutes) to meet its urgent operational requirements. It 

was alsoindicated in: this proposal that procurement of 1000 parachutes 

wouid meet t~~ requirements of both high altitude and low level 

parachutes resulting in a saving-Of Rs 14 .1 7 crore. 

The:Ministry in M~y f994 eritered'irito a·contract with a foreign 

firm for supply of 1000 -parachutes alongwith spares at a total cost of 

2.71 million UK Pounds (Rs 12.78c!ore). The supplies were received 

·· ·. between January 1995 and June 1995 in six consignments. A Board of 

.'Officers. (Board) held i~ October - November 1995 to inspect . the 

. paf~ch~te's, noticed a large number' of d~fects/deficiencies and folind 
) . . . 

:that the entire. consignment did not conform to the sample. The Board, · 

'theref~r~, -r~jeCted all the consignments. ·The DGQA Jo whom the 

findings of the Board were referred opfoed.iri December 1995, that the 

parachutes were fit for use as certified by the manufacturer; They 
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however, suggested that as a matter of abundant precaution trial jumps 

on some parachutes could be carried out. The trial jumps carried out 

by users in June 1996 also confirmed the defects and held that the 

parachutes were substandard and not fit for use in their present state. 

On recommendations of Army HQ, Ministry in June 1996, 

preferred a claim on the foreign firm for replacement of the entire 

quantity but the foreign firm did not accept the claim stating that the 

parachutes were supplied in accordance with agreed specifications and 

drawings which conformed to the sample approved by DGQA in 

November 1994. Meanwhile, Ministry in 1996 encashed the Warranty 

Bond amounting to 135363 UK Pounds (Rs 0.74 crore). 

Ministry stated in June 1997 that the foreign firm modified 

some parachutes, which were tried and accepted. The Ministry further 

stated that the parachutes would be deemed to have been accepted the 

day all modifications were completed. The firm was yet to complete 

the modification. 

Thus the parachutes procured at a cost of Rs 12.04 crore in 

1995 could not be put to use due to defects and accordingly anticipated 

savings of Rs 14 .1 7 crore could not accrue. 

20. Excess procurement of barrels 

Failure to work out the requirement on yearly basis led to 
excess procurement of gun barrels valued at Rs 4.67 crore 

In December 1987, the Ministry while according sanction for 

indigenous production of 73 mm gun barrels for BMP by the DGOF, 

directed Army HQ to place orders on DGOF depending upon the actual 

needs on a yearly basis as per Annual Provision Reviews (APR). 

In contravention of these directives, Army HQ assessed the 

requirement for barrels as 494 for 13 years and placed an indent, in 

March 1988 on DGOF, for supply of 400 barrels at a total cost of 
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Rs 98~10'1akhTor delivery-by 1992-93; The DGOF-howe~er, failed to ·. - . - -, 

- commence the delivery by· 1992-93 . 
·.f-' 

In August 1992, Army HQ observed that there was a depot ex

import stock of 111 barrels and only 29 .. b_arrels had been issued since 

the inception ofBMP .. iii 1981-82 and the present holding was adequate 

· to ineet the War W a.stage- ~eserve. 

- , - However, despite; the comfortable position of the barrels, Army 

HQ in December 1992 .decided• to only reduce the quantity ordered 

from 400 to- 250 barrels-which was alsc>-agreed to by DGOF in May 

1993. 

DGOF supplied 251 barrels upto April 1997 at a total cost of 

· Rs 4.67 crore. Based on 10 years av~rage consumption, the 251 -barrels 

would be sufficient to meet the· Army's requirement for the next 84 

years. As againstthis, the expected life of the BMP is 15-20 years. 

The ca~e was referred to the Mii:iistry in June 1997; their reply 

·was awaited as of December 1997. ·· 

;._. - -- .-. 

Extra expeltlld!iture · dhme to ltllon adlhell"ence of 
contirad pirovisfoim 

-M~nistcy''~i f~ifo1r~ to ·ins.is~ on _pri~e ·rr.~dlll!ctioim foir._ snpJPlllynimg ·. 
-. '. amfutlniiion- without self dlestirmHimf mecbi'ainftsm . despite 

provi~ion- to j11nat . effed in the contt1ract l!"esunlted! ii~ .extira 
·. _. expendit,i!ire:ofRs 4.09 crrnre;· - ' - \ 

The Ministry c_oncluded a''. contract with a forei,gn firm 111 

Fe)Jmary 1993 for . supply of 2.4 lakh r_ounds of ammuni#on 'X' 

· -~longwith soni~ other items ·at a total ·qost ()f US $ 6.48 million (unit 

rate of US$ 27 .. 00). The ammunition was to be supplied alongwith self 

de~truction mechanism.(S])M). The finri,.however, supplied 167280 

rounds of ammunition without:,the SDM. -The ammunition supplied-. 

_ , 11.without ~DM was. tested by- ;\nny HQ ill. August 1995 and its 

perfonn.ance found tO be acceptable. The ;Contract contained a Clause 
' : / ·.. . . ._ - . 

stating) that if the modification involve change in prices of the 
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. /equipment the parties shall settle the prices additionally by separate 

. . a~reem~~ts before its d~livery.; Thefinn wa_s approached in October 

1995· for suitable price reduction to compensate for the absence of 

.. SDM and. payments of US$ 0.49'million was withheld pending 

settlement of the issue. 

. The firm did not agree to any pri'ce reductfon on the ground that 

the contract contained ·a provision under which it was entitled to 

introducy modification in _the desigri or alter the composition. of the . . . . 

equipment to be delivered. Ministry; thereafter deCided in December 

1996 to close the aspect of price reduction in view of long term 
. . 

military/technical cooperation with that country besides critical 

dependency on them for many items of Defence including spates. ~d 
the withheld amount of US$ 0.49million was also released to that firm · 

in J anu<;try 1997 . 

. The Ministry's decision to ·close the aspect of price redtidion 

benefitted the firm by Rs 4.09 ~rore on. procurement· of 1.67 lakh 

. rounds.of ammunition 'X'.\\'ithout SDMduring 1993. 

The Ministry contended in August· 1997 that there 'Vas no extra 
. . . - . 

expenditure on procurement of ammunition without SDM: because the 

ammunition had .been modernised resultingcin betterperfoimahce, for 

which 110 extra cost was paid to the suppfo~r. · .. The C~titeiltfon ofthe 
.. : ·. - . ·. - . . . . . - . -·. ~ . 

M~nistry .. does .not hold: good. as th~ ammunition wa§.propure~ '@ 

. ·us.$ 2l.90. ~ithout SUM in December.1994 and.MarchJ996·'frorii the 

Sfil11-e country; In another contract entered }Yith ~J10ther for~ign Coqritry 

in No~ei'n.ber 1996' the ~ame a~unitjon w~s procured ~th SDM 

· .. · @US$ 20.95 indicating that the· modep1isatfrm of ammlinition had !lot 

resl!ltedin extra costto the supplier. . 
. I 

- . -- . -. 

, Thus, failure to insist on · p~ice reduction· for supplying 

ammunition 'X' wjthout t~e ~DM despite provisions to tpateffect in 

the contract had resulted in ext~a:expenditure of Rs 4:.09 ~rore. · · ... 
. . - ' - . . . :-- ~. . ,. . - .· . · . 
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Mis iles were received in 
1ay 1994. 

O ut o f four, three 
mis iles misfired d uring 
fie ld firing. 

pecial in pection was 
ca rried out and two 
more missi les were 
decla red unservicea ble. 

22. Import of defective missiles 

Failure of Army authorities to carry out within warranty 
period thorough inspection and serviceability test 
immediately on receipt of the missiles had resulted in loss of 
Rs 1.65 crore 

The Ministry in February 1993 entered into a contract with a 

foreign firm for import of 80 Missiles at a cost of Rs 33.08 lakh each. 

The Missiles were received in an Ammunition Depot (AD) in May 

1994 and carried a warranty of 12 months from the date of delivery of 

the cons ignment. 

In April 1995, after 100 per cent visual and functional checks 

were carried out by a Board of Officers (Board) 4 missiles were issued 

to a Regiment in April 1995. Out of these, three missiles misfired 

during fie ld firing in May 1995. 

Based on the defect report raised by the Regiment, a Board 

which was ordered in July 1995 opined in December 1995 that the 

misfiring occurred possibly due to malfunctioning of the missi les and 

the suppli er might have supplied refurbished missiles. 

The findings of the Board remained under consideration of 

AD/Army HQ upto July 1996 when a special inspection of all the 

remaining missiles was carried out jointly by Electrical Mechanical 

Engineers and DGQA and two more missiles were declared 

unserviceable due to parameters being out of to lerance. 

The AD stated in February 1997 that the cause of 3 missiles 

misfiring and repair action in respect of two missiles was under 

investigation/finalisation by Army HQ. 

Thus, fai lure of Army authorities to carry out within warranty 

period thorough inspection and serviceability test immediately on 

receipt of the missiles resulted in loss of Rs 1.65 crore. 

The matter was referred to the Ministry in June 1997; their 

reply was awaited as of December 1997. 
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Contract concluded in 
n 989 with a foreig~ ·firm 
for sllilpply of 300 watt 
meters along with 
accessornes/mai111te-nalllce 
spares: The accessories/ · 
mai111tern;w.c~-spares were 
deleted from the SCO]pe of 
the contract ' ' c, .· 

immediately. 
I 

Fir.ns sµpplied watt 
meters in' n 990 afollllgwith 

_ some other iteri1s not 
contracted. 

- .~· : ' 

No discn;epancy report 
was rais~d for items not 
supplie<ll. 

Non=utiins21tio11Jl of impoirted testlll!Jlg equipment 

300 .Waltt Meters imported at a totalcost of Rs 103.26 Ilalkh to 
meet emeirgel!llt reiq11rniirement, Jremanned umitmsed for more 
than six years 

The Ministry concluded a contract in August 1989 with a 

foreign firm for import of 300 Watt Meter~ to be used for testing/repair 

of all types of Radio equipment at a total cost of Rs 103 .26 lakh 

inclusive of accessories and spares. Howevei:, certain accessories and 

maintenance spares provided @ 12 per cent of cost of the equipment 

·were deleted from the scope of supplies in August 1989 itself thi-oug}1 

an amendment to' the contract. 

Due to emergency requirement the Watt Meters were· airlifted at 

· · a cost of Rs 10.32 lakh and were received in a Depot in March - July 

1990. A Board of Officers which completed the checking of the 

'consignments ih September 1991 found that certain important 

accessories were not supplied while certain other items not included in 

t11~ _contract and which could not be utilised with the contracted item 

. had been supplied. r 

. . . > : . - . ( • . 

Despite the discrepancies/deficiencies noticed by the Board, the 

Depot issued 298 Wattm~t~rs 't~ a number of unit's in October 1991 

alongwith accessories and also. intimated Army HQ about the 

- ~deficiencies/discrepancies but did not raise a discrepancy rep01i. The 

Depot finally raised a discrepancy report in May 1992 after expiry of 

warranty period. The MGOs 'Branch of Army HQ meanwhile pointed 

out in December 1991 that Wattmeters with accessories 'Yere lying 

un,utilised with the units as connectors/assemblies which are essential 

for using the equipment in the field and which had been included in the 

list of spares had not been ~upplied. 

The matter thereafter remained under correspondence between 

·the Depot, Army HQ and the Ministry. However, in May 1993, a 

Technical Group from Army HQ analysed the problem and found that 
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Use1rs JPOintedl oullt tlhtat 
watt meters carnrnot lbe 
made lfunctionall for 
want of important 
accessories for wMclht 
action lhtadl .lbeen initiated! 
in :B.996. 

.- . ,_ .. __ 

m the absence of the required accessories/spares which· had been 

deleted from the original contract, the imported Watt Meters could not 

be made functional. The Depot stated in March 1996 that action to 

procure the desired accessories had now been taken. 

Thus, 

deletion of certain accessories/maintenance spares from the 

purview of the contract had resulted in certain essential items not being 

supplied by the firm and consequently 300 wattmeters along with 

accessories costing Rs 103.26 lakh remained unutilised for m9re_than 

six years. 

the expenditure of Rs 10.32 lakh incurred on air lifting of the 

wattmeters and accessories also did not serve the intended purpose:_: · · · 

The matter was referred to the Ministry in July 1997; their reply 

was awaited as of December 1997. 

240 Recovery at the nn.stance =of Audit · 

· Oveirpayment of Rs 63. 77 fa.kb detected Jin Audit fowanis pay 
and al!owances of JCOs/ORs, officers aimd non-avaiKment of. 
elledricity rebate was admitted aJllld recovery effected! at the 
insfance of Amdlit. 

Overpayment of Rs 63.77-lakh pointed out in undermentioned 

·.two cases was recovered atthe instance of audit. 

·. Oasel 

-Mention was made in Para 14 and Para 1 7 of the Report of the 

. C&AG Union Goverinnent, Defence Services for the year ended March 

1989 and Match 1995 respectively highlighting recoveries effected at 

the instance of Audit In the ATN on Para 14, the Ministry_ st~ted iri .· 

February 1991 that instructions had been issued in Marchl989 by. . . 

.CODA to Controllers. to ensure that such cases did not rec'ur :and to . 
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PAC recommended 
submission of all 
pending A TNs upto 
1995 within three 
months. 

continuously undertake a critical rev1e\.\ of the internal audit 

procedures to plug any loopholes brought out by such instances. 

A test check of the pay accounts maintained by CDA(Officers) 

and 3 Pay Accounts Offices conducted between April 1996 and March 

I 997, revealed overpayments and short recoveries relating to Pay and 

Allowances, House Rent Reimbursements, Field Allowances, 

Separation Allowances, Compensation in lieu of Quarters, Dai ly 

Allowances, etc. which amounted to Rs 30.97 lakh. These lapses had 

been accepted by the CDA(O) and the PA Os and recovery effected. 

Case II 

In May 1995, HSEB revised the rates of rebate on bulk supply 

of electricity from 7 .5 per cent to 15 per cent with effect from 1 June 

1995. It was noticed in audit that two GEs did not avail of the rebate at 

the revised rate which resulted in overpayment of Rs 32.80 lakh 

towards electricity charges. 

On being pointed out by Audit, both the GEs took up the matter 

with HSEB in January and April 1997 and got the amount of over 

payment adjusted. The Ministry accepted the facts in November 1997. 

25. Follow up on Audit Repor ts 

Despite .repeated instructions/recommendations of the PAC, 
the Ministry did not submit remedial ATN on 161 Audit 
Paragraphs 

With a view to ensuring enforcement of accountability of the 

executive in respect of all the issues dealt within various Audit 

Reports, the PAC decided in 1982 that Ministries/Departments should 

furnish remedial/corrective A TN on all paragraphs contained therein. 

The Committee took a serious view of the inordinate delays 

and persistent failures on the part of large number of 

ministries/departments in furnishing the A TNs in the prescribed time 
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Fmm 11995-96 ATNs 
are to Jl>e submitted 

. within four months olf 
.. placing the Report on 

.·. tl!ne Talbile. · 

Milliisfry faiRed to ·· 
submit ATNs to PAC 
Ol!ll ll20 paragraphs olf 

· · and up to the Reports 
: for the year ended: 
, March 1995. 

·····Ministry dnd not 
·submit ATNs to JP AC 

011114!1 of48 
paragraphs i.l!ll the 

.>Report for tllne year 
· ennded Mairch 1996~ 

~ -- .. -· . 

,_- : __ :· 

frame; In their Ninth Report '(Eleventh Lok Sabha) presented to the 

Parliament on 22 April 1997, the PAC desired that submission of 

pending A TN s pertaining to Audit Reports for the years ended March 

1994 and 1995 be completed within a period of thre~ months and 

recommended that ATNs on all· paragraphs .pertaining to the Audit 

Reports for the year ended 31 March 1996 onwards ·be submitted to 

them duly vetted by Audit within 4 months from the laying of the 

· Reports in Parliament 

Review of outstanding A 1Ns relating to Army as of November 

.1997 revealed as under : 

"" The Ministry failed to submit ATNs in respect of 120 

Paragraphs•included·in the Audit Reports upto and for the year ended 

March, 1995 as per Allnexure L Of these, 68 paragraphs pertained to 

the Audit Reports upto !illd for the year erided March 1993. 

® Though the Audit Report for the year ended 31 March 1996 
. . 

was laid on the table of the Parliament on 20 March 1997 and the time 

limit of four months for furnishing the ATNs has elapsed in July 1997, 

the Ministry did not submit ATNs on 41 out of 48 Paragraphs included 

in the Audit Report, details of which are in Annexure Il .. 
, 

The position of pending ATNs was reported to the Ministry in 

June 1997, their reply was awaited as of December 1997. 
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26. Design and dlevefopment of mam battl~, ·tank
ARJUN 

26.1 Introduction 

Main Battle Tank (MBT)-occupies a pivotal role in the present 

day battle field on account of its ability to provide accurate fire power 
with cross country mobility, reasonable protection froni conventional 
and nuclear threats and flexible response to changing battle situations. 

In order to eliminate dependence on foreign countries for 
design and manufacture of Armoured Fighting Vehicles (AFV) and to 

place the country on par with super powers with regard to quality of 

tanks and also to eliminate completely the requirement of foreign 

exchange (FE) in the production of tanks, Government in May 197 4 
sanctioned a project for design and development of MBT by Defence 

Research and Development Organisation (DRDO) at a total cost of 
Rs 15.50 crore (FE Rs 3.70 crore). The tanks were to be in service 

during 1985 to 2000 AD and were in replacement of existing tanks 
whichwere expected to be out-dated beyond 1985. 

26.2 Scope of ADllilit 

Mention was made in paragraph 8 of the Report of Comptroller. 

and Auditor General of India, Union Government, Defence Services 

for the year T981-82 arid also inparagraph 43 of the report for the year 
1987:-88 about the delay in development of the MBT, consequential 
time. and· cost overrun, delays to bulk production schedule and its 

impact on _defence preparedness. j The ·Public Accounts Committee 
(1988-89) in its Hundred and Sixty Eighth Report (Eighth-Lok Sabha) 
had also. expressed its displeasure over the steep increase in the project 

· cost and alSo concern ()Ver the inordinate delayin the completion of the 

_development project ThePublic Accounts Committee 1991-92 in its 
Twenty Sixth Report (TenthLok. Sabha) while reviewing the action 

taken by .Government on its recommendations again urged the 
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Govefument. to k~ep tittreriiittirig vigil on the pro~ress ·of the project. 

and ensure speedy . solution of the problems if any, so that bul~ 
. . . ' 

production may commence at the earliest. The development of. the 
MBT project with reference_. to the production of prototypes, pre-· 

, :-· 

production·- series, .user assisted technical trials, user trials and action 

· · taken for limited series production were examined in Audit during the 

period March 1997 to July 1997 through a test check of the records at 
Combat Vehicle Research and Development Establishment (CVRDE), 

Derence Research and Development Organisation (DRDO), Project 
. Manager MBT- Arjun and Army Headquarters. 

· .·• · 263. · lmp}eme1J11#lflg age1J11cy 

··i-. . The programme was. entrusted to the CVRDE and its 

.1·· 
- i 

... 

. . ., 

Director/Project Co;;..ordinator was authorised to allot sub-projects to 

othet ··DRDO Laboratories/Establishments/· Academic fostitUtions for 
developmel)t/manufactlire . of . materials, components and sub-

. assemblie·s require4 for the project. · In all 12 · 

laboratories/establishments/academic institutions are involved in the 
project. 

;_ i -
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Time~ffanie flied for the 
proJectwas never ·. 
ad-hen~d to aimd. revised 
ff~~ thrie"to time .. 

MK~Ilpr;~totypes are not- .• 
e~p!!ctecLto be ready in 
tqfimmediaie future. . 
TJ!ere ;was shortfaUin the 
pfodtlctii;>ri offour pre~ 
prod~ction series tanks 
and sixMK~n 
prototypes. 

,, 

.. 26~5 Scope of tlieprojed 

The project (Code named as 'Arjun') sanctioned in May 1974 

was. for design and development of MBT based on a General Staff 
Qualitative Requirement (GSQR} prepared by the Army in August 

J972 .. · _This GSQR un4er. went several changes after mutual 
. ·. - -

. discussions between Army H:Q and DRDO and the last major revision 

·took place in November 1985. The project envisaged manufacture of 

12· prototypes. The prototype plans and availability of sub systems 

were.reviewed in August 1984 and in order to try out individually the 

. Various components and sub-:systenis, to have them integrated with the 

major. system and· evaluate their performance before finalising the 

design, the number of prototypes were increased to 19. In addition, :23 

·, Pte-. Production ·Series (PPS)·· Tanks were to be manufactured and 

· , then:~after bulk production was to commenc.e. 

2~.6. Development of prototypes and pre-production series tanks 

As 'per time frame fixed in May 1974, four mild steel 

prototypes were to be offered for trials by April 1980 and eight 
. . 

. armoured prototypes by April 19.82. Trickle production was due to . 

coinmence by April 1983 and bulk production by April 1984. This 

schedule was revised from·time to time.· As per commitment 'made in 

May 1987, 12 MK-r prototypes based· on imported propulsion unit, 

.seven MK-H prototypes with· indigenous propulsion unit were to be 

: deliv~re_d by June 1987 and June 1990 respectively, 23 MK-I PPS 

tanks by, De.cember 1988 and bulkproduction was to commence from 

· 1990 onwards. However, even the revised tim~Jrame could not be 

·.adhered to. 12 MK-I prototypes with imported propulsion unit were 

produced by February 1989 ab.cl is-MK-I PPS tanks were produced 
upto December 1996;. Ap~rt from thistwo torsion bar tanks, one test 

. - .. . 

-vehicle, one tank in recovery role ahd one MK-11 test vehicle with 

hnported·power.unit were also produced. However, MK-II prototype 

were-not expected to be _ready in 'the immediate future on account of 

· ·. \ielays in the development of the indigenous engine. Accordingly there 
- - - . . . - . . 

·.was aproduction shortfall of four PPS tanks and six MK-II prototypes. 

The shortfall was attributable to the fact that CVRDE ·had 

recommended the closure of the project from April 1995 and non

availability of indigenous engine for MK-II prototype. The DRDO 
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stated in November 1997 that the reason for the shortfall was that 
major development activities had been completed by March 1995 and 

' the remaining activity was -primarily testing and incorporation of 
! 

-_ : - -· - . modifications arising out of trials without resorting to changes in major _ 
I 
r subsystems. 

- ., i -, 
1- 26. 7 Ewuluuation of - prototypes and pre-p1rodau:tioll1l series 

i 
- ! 

JPirodluncHrnill of P!l"e~ 
JPirodl uncOmn __ tallllks 
comlllll.ellJlcedl wntbount 
evailunatftmi alliidi 
acceptam!e of prototypes 
lby tlhte unse!l"s. -

l'riail evailunati<m of tWo 
prototypes lby tHne Army 
nllll Marclht 1990 revealled 
a llJlunmlber. of dldi.~ 
delllldes. 

I -

I 

o/MBT 

The MBT was scheduled to undergo user assisted technical 
trials, user trials and troops trial~ th~reafter. A dedicated users' 

_ evaluation team constituted-in November 1986. on examination of two~ 
prototypes between November 1986 and Fe~ruary 1_9~7 pointed out __ -
various deficiencies. - These were then examined by five taskforces ; -

constituted for .optimising the prototypes built _an(L finally two 
prototypes-were made available for._users~ automotive evaluation till 

July1989 

. . . -

The automotive-system evaluation of two prototypes sarried out 
till July 1989 by .the Army revealed major defidencies such !lS 

• . • : :·. c - • ·:·.·,_ ' • 

overheating of engine, excess weight, very lmy, mission reliability e~c. 
- __ In the Steering---Committee Meeting held on 26 IUly-1989, when the 

__ . . . ·. ·. -- . . . 

matter relating to_ the commencei;u-ent of production of pre"'-production 
tanks came up, the Army emphasised that "since :gofa single- fuHf 

integrated tank had as yet been eialuated by the_ users, they cann~t 
recommend placement of orders for Pre-:Proquction Series (PPS) 
tanks" .. However, within a week'(31July1989) in a meeting taken by 

Raksha Mantri it was decided to place orders for six PPS tanks (two 
each to HeavyVehicle Factory and two Public Sectw Undertakings). -

·Two fully int_egrated · prototypes were made available to the 
users in March 1990 and these wer~ subjected to automotive and 
wea,pon trials. During the trials a number" of deficiencies had come to . 
light, some were quite major~ - The Army, therefore, indicated in the 
Steering Committee Meeting held on 24 August 1990 that the major 

- -

problems.in ateas _like·bogie-wheel; suspension units, arrununition,-fuel 
starvation etc. needed to be sorted out before PPS were taken up for 
manufacture: . The. CVRDE then assured the committee that ·sfoce . . - . 8 

orders for PPS had already been placed, all the deficiencies pointyd out 

. 48 



j. 

/ 

Summer trials of PPS 
tanks carried out in June 
1993 reveaied major 
deficiencies. 

COAS spells out the 
minimum "Bottom Line" 
parameters.acceptable 
for the MBT'fo May 
1994. 

Army lays down ten · 
imperatives for 
acceptance ofMBT. 

. ·by the :users would be resolved and modifications incorporated, in the 

six PPS tanks ordered. 

Two PPS tanks were demonstrated in February 1993. ,The 

results of the demonstration which inclu4ed gunnery and automotive 

capabilities were stated to be satisfactory. Thereafter, between June 

1993 ap.d July 1996, 14 PPS tanks were handed over to a Field 

. ·Regim~nt for trials. These PPS tanks were thereafter· subjected to 

extensive user and troop trials in the desert/semi desert terrain; plains 

and riverine terrain. 

The trials carried out subsequent to June 1993 revealed major 

·. deficiencies and failed to meet the requirement projected in the GSQR. 
. , 

. The weapon system's performance was also·well below the acceptable 

level and the mission reliability of the tank was alarmh:igly lpw and the 

. t~ was accordingly not acceptable to the users .. The,reafter, in Ma,.y 

1994 the COAS spelt out the minimum ~Bottom Line' parameters 

acceptable for the MBT. 

. .· . . - -

Following the summer 1994 trials, Army HQ in consultation 

. with DRDO laid down ten imperatives for, acceptance of MBT · as 

·under: 

improved accuracy of the gun at battle ranges, 

establish accuracy in the dyna,mic·. mode to . acceptable 

levels, 

enhancement of overall mission re'liability, 

. fielding of Nuclear, . Biologi(.'.al, Chemical 

Medium Fording capability, 

; . . . 

(NBC) and~ 

configuration of ammunition bin with blow-off panel~ (new 
• • • • • 1 

requirement added for the first time in 1994) 1 

- · ergonomics needs substantial attention, 

crµising range to be enhanced, 

fidng in the rear arc at zero degreeis a must, 

provision of an emergency power traverse and Auxiliary'Power ·. · 

Unit (APU), and 

an all electric power. traverse to obviate the problem of leaks 

that occur in the . present system in our environmentru 

cqnditions (new requirement added in 1994). 
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Despite ca r rying out 
mod ification/ 
improvements by DRDO 
user trials carried out 
during Summer 1996 
revealed major 
deficiencies. 

M BT Arjun in its present 
form will require 
increased maintenance 
time and effort-says the 
A rmy. 

Summer trials of 1997 
indicated that the 
performance was below 
the acceptable stan
dards. 

The above bottom line/ten imperatives according to the Army 

represented a dilution of GSQR to a point below which no parameters 

could be allowed to fall and were considered to be of an interim nature 

based on a firm belief that the final product would meet the GSQR in 

full. 

The 14 PPS tanks with modification/ improvements were again 

subjected to user trials during 1995 and 1996. The user trials ca1Tied 

out by the Army in 1996 establi shed that except in a few areas, the 

performance of the PPS tanks fell far short of even the bottom line/ten 

imperatives. Major deficiencies pointed out by the Am1y were: 

the accuracy level of the main gun in all modes of firing at 

different battle ranges was far below the levels laid down in 

GSQR. 

the lethality of ammunition was neither specified nor 

demonstrated, 

overheating of engines in desert conditions, 

miss ion reliabi li ty was far below the bottom line requirement, 

firing over engine deck with zero degree elevation could not be 

achieved, 

arrangement for emergency traverse was not sati sfactory. 

The Army accordingly expressed grave concern on the 

reliability and maintainability of MBT and pointed out that wh ile the 

world over the trend was to reduce the maintenance time, it had 

increased with MBT Arjun. According to DRDO, the views expressed 

by the Army are only a subjective -opinion and the analysis of data 

shows an upward trend in mean time between failures (MTBF) over 

the years. DRDO have pointed out that trials carried out clearly 

brought out the efficiency/ improvements ~ffected in weapon system 

and in the automotive area ability to cover the required range in the 

stipulated time was also proved. They further contended that there is 

no overheating of the engine in desert conditions. 

The Summer trials carried out in April 1997 on PPS-15, 

reference tank for bulk production indicated that though there was 

improvement from the previous years, it was still below the acceptable 

standards. The major deficiencies pointed out in the summer trials of 

1996 i.e. accuracy of gun at battle ranges, mission reliability, lethality 
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All"my says illll Juime .R911Ji7: 
tllnat tllne ovell"ailil 
ll"eilAalbmty of MB'f All"jurn 
was far from satlis
factory. -

All"my ll"ecommellllded illll 
June .1997 that Limited 

. ,Series lP'rndluction slhmnildl 
comme1rnce mdy after ailil 
the olbseirvatfons airndl 
sjlmll"tcomings 1rnoticedl 
'~ere ire1c'iifiedl alllldl slln~wn , 
to tllnem · · 

·niRDo·colllltelllldedl tllnat 
eiglhttout oftellll bottom 
nine ll"equiiremellllts well"e · 
met. 

· .JP'eil"foll"mance of 
~mi>hited! tn~e colllltll"on · 
system ofMB'f Arjmir 
Jenn far short ofuseir 
n~quiiemellllt 

of ammumtlon, containerisation of ammumt10n bin, : emergency 

traverse etc. continue to persist and w.ere yet. to be solved. The Anny 

accordingly indic~ted in July 1997 that in its present form; the overall 

reliability of MBT Arjun was .far from satisfactory. The Anny further 

indicated that periodic failures of equipment and subsystems tend. to 

reduce the confidence level of troops. ;The Army also observed that 

the aspect of armour protection had not qeen tried out. 

As PPS-15, reference tank for bUik production, during user 

eval~~tion trials in April 1997 had indicated rii~y sliortcomit1gs, 'the.< 
I • - - r . · --.,.. 

Project Manager MBT Arjun recommended in June 1997 that limited · 

series production should commence only after alHhe observations anq · 
- . . . . . 

shoitcoinings noticed were rectified and showh to the users and jhat 

there shol;lld be no design freeze till th~s was confirmed by the. users. 

DRDO!however, contended that the sunimer trials' of 1997 clearlymet 

eight out of the ten bottom line requirements laid down by the Amiy. 

They added that containerisation of am:lnuiiition will be demonstrated 
J•" ,. • 

in 1998 but that the deielopment of on all electric gun control system 

which is a new requir'ement will · take three· to four years. It was 

however; noticed in Audit that certain priority contentious issues like 

accuracy at battle ranges, fire control system, quality of ammuniti_on, 

transmission, mission reliability, protection etc. ,were deliberated 
. . 

between the Army and DRDO and in November 1997 DRDO agreed. 

to make efforts to incorporate changes/ requirements in due course in _ 

the limited Series Production, and there~fter. It is hot clear how these 

changes can be incorporated when production facilities are ~st~blished. 

Interestingly, in a similar'.= situation when the Army refused: to give 

. clearance for production of PPS tanks before succes·sful trial evaluation 

. _ of prototypes and sorting out all deficiencies pefore commencement of -

production of PPS tanks, the CVRDE gave ·a similar assurance and 
. . . .. - I· 

went ahead with the produetion of PPS tanJ.<s. Subsequent events 
. . ,.. \ ' 

however, -proved that the CVRDE was unable to'ckeep the promises it 

made to the Army. 

26.8 Defective Fife Cof!ltrol System 

The MBT was designed around aimpor_f~d Fire Corttr.ol Systein 
. . . . I. , .· .. • . , 

(FCS) ... The .firing results of the user trials:carried out upto Summer 

- 1997. indicated that firing a_ccuracy was erratic and urtpredicfaple:. '.fhe 

~ser trial reports also proved th:kt in its present shape the armall1~nt 
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Power pack is not 
suitable to MBT Arjuo 
because of its excess 
weight. 

system of MBT Arjun fell far short of the user requirement. The Army 

were of the view that the design was no longer responsive to any 

technical inputs and its performance was at its saturation level. The 

DRDO stated in November 1997 that by 1995 they had removed the 

causes for erratic firing accuracy and taken measures to control and 

improve it. However, the Army even in the joint approach meeting 

held from 20 October 1997 to 13 November 1997 reiterated their 

earlier stand that the imported FCS had reached its development limit. 

26.9 Mismatch in transmission ratings 

As the indiger.ous efforts to develop a suitable engine and 

transmission system for the MBT were beset with problems, 42 power 

packs with transmission units were imported between November 1983 

and 1988 from Germany for use on the prototypes and PPS tanks. 

However, as the imported transmission system was designed to cater 

upto 60 tonne load as against the all-up weight of 61.5 tonne for the 

MBT, a mismatch had arisen between engine and transmission which 

had resulted in bulging of side walls of the hull. As a consequence six 

transmission units foiled before the stipulated life of 6000 Kms. 

Frequent overheating of transmission oil, noticed during user trials, 

clearly indicated that the transmission was working outside its design 

parameters. The DRDO stated in November 1997 that the weight will 

not be allowed to go beyond 60 tonne and that the failures of 

transmission units were tr:iced as failure of externally mounted brazed 

tubes for pressure sensing and the same had since been corrected. The 

Army, however, pointed out in November 1997 that the transmission 

was working at its optimum peak when the weight of MBT Arjun was 
58.5 tonne. 

26.10 Limited Series Production 

Before commencement of production of a defence 

equipment/system, the design has to be frozen and GS Equipment 

Policy Committee have to approve its introduction into service. As the 

Army was not satisfied with the performance and maintainability of 

PPS l to 14, made available to them for evaluation, it was mutually 

decided by the Anny and DRDO in March 1996 that no de~ign freeze 

will be made till a fully integrated PPS 15 was made available and 

successfully evaluated by the Army. Accordingly, the Ministry 

52 



Li mited Ser ies 
Production of 15 MBT 
Arjun tanks at a cost of 
Rs 162 core 
(approximate) was 
sa nctioned in August 
1996 without CCPA' s 
approval. 

Despite the fact t hat the 
Army was not satisfied 
with the per formance of 
M BT, activities involved 
in the prod uctionisation 
of 15 Limited Ser ies 
Production of Arjun 
tanks continue without 
waiting fo r clearance 
from the Ar my. 

An M BT Arjun regiment 
would req ufre 16 
additiona l three tonne 
vehicles and 45 
personnel per regiment 
to sustain its operational 
mobility. 

(Department of Defence Production) in August 1996 sanctioned the 

manufactme of 15 Limited Series Production (LSP) tanks by Ordnance 

Factory Board using PPS-15 as reference tank after its successful trial 

evaluation by Army. The Ministry also accorded its approval for the 

import and transfer of technology from foreign companies for the 

Power Pack, Gun Control and Fire Control Systems. However, 

subsequently in the Steering Committee Meeting held on 27 August 

1996, it was decided to commence limited series production work 

using PPS-12 as reference tank. This decision was yet to be ratified by 

the Army (November 1997). A fully integrated PPS-15 was yet to be 

successfully evaluated by the Army and thereafter design frozen. 

However. in the Arjun Executive Board (AEB) meeting held on 9 

September 1997 it was decided that Director General Ordnance 

Factories (DGOF) should continue with the activities involved in the 

limited series production of Arjun tanks without waiting for formal 

clearance from the users for production of MBT Arjun (LSP) subject to 

final General Staff approval. The AEB also re~ommended that all 

feasible improvements suggested by the users be incorporated and 

demonstrated to users on PPS 15 tank so that it becomes a reference 

tank. 

The sanction of Rs. 162 crore for the limited series production 

was also accorded without obtaining the CCP A approval on the 

grounds that the expenditure would be met from the budgetary 

allocation of DGOF and also on the plea that the initial sanction of 

MBT included production of 42 tanks of which only 27 tanks were 

now planned for production. The stand of the Ministry is not tenable 

as DRDO had already produced 32 tanks (12 prototypes, 15 PPS, two 
I 

torsions bar tanks, one test vehicle, one recovery tank and one MK-II 

vehicle) and had also exceeded the sanctioned cost in producing these 

32 prototype/PPS tanks. Thus, sanction of LSP for 15 tanks without 

approval of CCP A was irregular. The DRDO stated in November 

1997 that while CCP A approval was being expedited for production of 

124 tanks, a decision was taken to go ahead with the production of a 

small batch of 15 tanks, in order to maintain continuity. 

26.11 Operational mobility 

A state-of-art modem battle tank ensures its design superiority 

through more efficient systems, less maintenance. and manpower 

requirements, and logistic reliability. However, the MBT Arjun 
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Army do not have 
suitable wagons or 
trailers for 
transportation of MBT 
Arjun by rail or road. 

Transportation of even 
empty wagons specia lly 
designed fo r Army would 
entail payment of 
additional transportation 
charges of 150 percent 
more than the normal 
charges. 

Project cost escalated by 
twenty times i.e. from 
Rs 15.50 crore to 
Rs 307 .48 crore. 

regiment configured around the present design would require 16 

additional three tonne vehicles and 4S personnel per regiment to 

sustain its present operational mobility. 

ThP. MBT Arjun in its present configuration being the largest in 

size i.e. height and width among contemporary tanks will require a 

special wagon for its rail transportation along with its full pay load as 

the wagons available with the Army presently are not capable of 

carrying this tank. The Ministry accordingly, in January 1997, 

accorded sanction for the design and development of three prototype 

special bogie flat wagons for its rail transportation at an estimated cost 

of Rs 1.65 crore with the time schedule for completion of this work as 

24 months i.e. January 1999. 

Any consignment which exceeds the limits of standard moving 

dimension becomes over dimensional consignment (ODC) for which 

the railways charge one and a half times over the normal charges. 

Most defence equipment/vehicles when loaded in wagons for rail 

transportation are categorised as ODC class consignments but the 

empty wagons are categorised as non-ODC. In the case of wagons 

specially designed and built for the rail transportation of MBT Arjun, 

the wagons will move as ODC class even in the reverse empty 

direction and would thus entail payment of additional transportation 

charges of 150 per cent more than the normal charges. Further, the 

Railways are yet to give route clearance certificates for the 

transportation of MBT Arjun on all sections of Indian Railways 

(November 1997). 

The height, width and weight of MBT Arjun would also affect 

its tactical mobility by road as the Army at present do not have suitable 

trailers to carry a tank of over 60 tonne. 

26.12 Financial Status 

The project was sanctioned in May 1974 at a cost of 

Rs 15.50 crore (FE Rs 3.70 crore). Consequent on revision of GSQR, 

escalation of prices etc. the project cost was revised to Rs 56.55 crore 

(FE Rs 12.96 crore) in October 1980. As a result of the need for 

increased number of prototypes and PPS tanks, import of power packs, 

price escalation. consultancy charges etc. the project cost was further 
revised to Rs 280.80 crore (FE Rs 102.32 crore) in May 1987. The 
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E~pe~dlituue-~l!ll -

mianpower amoul!llt~l!llg to 
Rs.12. 78 crore was not- _
lbo.okedl to tlhle project 
acco~rriit. · ' 

-_ Additionalexpen1.dli~ure 
of Rs 16.98 cr01re (FE 
Rs 6.50 crore) lhtadl !been 
incurred withoUl!t 
CCJP'A'_s-apprnval f()r, 
.ext~ndled user trials;_ 

·:--i:.·.:-; <• --

'-·. - "' 

, . I~; . -~ • .- ' 

•·c. 

total' .expe11ctiihre of --the project at 

Rs 294.7Q;cifore (FE Rs 97.87 d:ore): 

the closure of project was 

Interestingly the CVRDE · did not book the- expenditure on 

manpower · for the years 1993-94 and 1994-95 amounting to 
. - I ~ ·- '-Rs i2;78 crore to the project account on the grounds that funds 

- -- .. · ' \· \ . ; ... ..:: '·': 

allocated for MBT manpower ha'.d been exceeded. The Ministnr">Yas 

.. yet to issue orders regularising this expe~diture (July 1997} .. Thti~fhe 
total expenditure of the project 'at the :time of closure ?f the prbjec(in 

March · 1995 was Rs 307.48 crore . as. against the revised ~ost _:of .. 

· Rs 280.80 crore. 

26.13 Sanctioning of supplementary Pll'ojects without CCPA 
appll'oval. 

The .MBT project was closed on 31 March i 995 apparently to . 
bring the cost of the projecf within.the ambit of the sanctioned-amo_µnt 

· of Rs 280.80 crore in order to comply with _Para -~.12' of :t~e~ 

recommendations of the PAC made in their 168th report (Eighth tok 
Sabha). However, the.activities on the MBT project continued even 

.beyond March 1995. These are discussed below:-· 

-26.13.1 Pll'oduct S8.11ppoll't . 

The extensive user trials of MBT Arjun Cll;i:'ried out ~by .the· 

Army.during the years 1993 and 1994 did not fully meet theclaid dowil 

parameters. This necessitated extended users' trials during the years 

1995, 1996 and 1997 for clearance by the users for bulk production; 

_·The extended users trials were an additional requirement not originally 
• ' •."·I~-' ' --

catered for in the CCPA paper. Since -the development activity on 

MBT Arj_un had been completed and project was closed by 31 March 

1995, the CVRDE initiated a separate project for product support for 

this extended user trial. '.The project was sanctioned by Ministry in 

Sept~mber 1995 at a total cost of Rs 16.98 cror~ (FE Rs 6.50 crore ). 
This cost comprised of Rs 9.98 .C'rore (FE Rs 6.50 crore} for provision 

. • Qf maiht~nance and proquct-support and Rs 7.00 ~rore towards. ~o~£of 
manpower: The PDC of the project was 31 March 1996 .. this was 

extended upto 31 March 1997. · 
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Improvements to systems 
of M BT Arj un at a cost 
of Rs 25 crore (FE Rs 5 
crore) was sanctioned 
without CCPA's 
approval. 

Nearly 60 percent of the 
production cost of MBT 
Arjun related to 
imported supplies. 

The additional expenditure of Rs 16.98 crore (FE 

Rs 6.50 crore) was solely necessitated as the PPS tanks made available 

for users' evaluation trials by the CVRDE failed to completely meet 

the required parameters. 

26.13.2 Modifications to MBT Arjun 

Though the Army authorities had reservations about the present 

design of the tank, the Ministry in January 1997 sanctioned a project 

for "improvements to systems of MBT" at a total cost of Rs 25 crore 

by CVRDE. The PDC of the project is 30 September 1999. 

Thus, sanctioning of two supplementary projects by the 

Ministry in September 1995 and January 1997 for product support at a 

total cost of Rs 16.98 crore (FE 6.50 crore) and for improvement to 

systems of MBT at a cost of Rs 25 croFe (FE Rs 5.00 crore) 

respectively were irregular and should have been done only with the 

approval of CCPA as the main project of MBT Arjun was still on. 

This had also resulted in underwriting the project cost of MBT Arjun 

to the extent of Rs 41.98 crore. 

26.14 Foreign Exchange Content 

As per the estimates made in early 1987, the import content of 

MBT Arjun was 27 per cent and the expenditure in FE was 45 

per cent. Three major systems of MBT Arjun i.e. Power Pack, Gun 

Control and Fire Control Systems are based on imported technology. 

The cost estimate made for 15 LSPs in December 1995 indicated that 

nearly 60 per cent of the total cost estimate related to imported 
supplies. 

27. Development of mini remotely piloted vehicle 

27.1 /11troductio11 

Remotely piloted vehicle (RPV) is an unmanned aircraft 

capable of being flown and manoeuvred from the ground and is 

utilised, interalia, to gather and retrieve accurate and timely 

intelligence concerning tactical developments on the battle field , to 

56 



Project was sa nctioned 
in October 1991 to meet 
Army's operational 
requirement. 

acquire targets for engagements by artillery/SS missiles, to designate 

targets for air to ground weapons, to serve as a communication relay 

platform and to function as a decoy/defence suppression/harassment 

device. It is reckoned as an important force multiplier of current and 

future warfare. 

To meet the Army's operational requirement of an RPV it was 

decided in September 1988 that Defence Research and Development 

Organisation (DRDO) would undertake the indigenous development of 

the RPV. The General Staff Qualitative Requirement (GSQR) was 

finalised by the Army in May 1990. In October 1991 Government 

sanctioned the project covering the design and development of RPV at 

a cost of Rs 34 crore (FE Rs 8 crore ). 

27.2 Scope of Audit 

A review was conducted by Audit during May and June 1997 

covering the design and development of an RPV to meet the Army's 

operational requirement. 

27.3 Implementing agency 

The project was entrusted to Aeronautical Development 

Establishment (ADE) and its Director/Project Coordinator was 

authorised to allot sub-projects to other Defence Research and 

Development Laboratories/Establishments for development/ 

manufacture of systems, components and sub-assemblies required for 

the project. In all eight laboratories/establishments are involved in the 

project. 

27.4 Hig/1lig/1ts 

RPV, an operational requirement of Army sanctioned in 
October 1991 at a cost of Rs 34 crore to be developed by 
ADE with scheduled date of completion as March 1995 was 
delayed by more than 33 months and a further delay of µ 
months beyond December 1997 is anticipated. The ADE 
upto June 1997 carried out 20 development flight trials. 
These development trials revealed deficiencies in minimum 
speed and endurance. More flights are planned in view of 
the technological problems encountered. Accordingly, a 
fully integrated rototy)!e has yet to be made available to 
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the users for their full fledged evaluation. The extension of 
the completion date indicates over optimism on the part of 
DRDO in the design and development fields. 

(Paragraph 27.6, 27.10 and 27.14) 

Although Phase I development flight trials were scheduled 
from March 1993, ADE was able to complete the design of 
air frame only by June 1993. Thereafter orders were 
placed on a DRDO establishment and supply of components 
for 5 sets was to be completed by January 1994 but this 
establishment was able to supply components for only three 
sets by June 1994 and the supply order was finally 
shortclosed in November 1995. There were also delays in 
the supply of six air frames by the private firm on which 
orders had been placed and the last supply of two air 
frames was actually completed in August 1997. 

(Paragraph 27.6 a11d 27. 7) 

Four different types of engines were imported for the 
development project. Three type 'C' engines procured at 
cost of Rs 22.29 lakh could not be utilised and the 
expenditure on its procurement had become infructuous as 
it was subsequently decided to use type 'D' engine for the 
RPV in view of its increased all up weight and the need to 
reduce its acoustic signature. The indigenous engine is still 
under development. 

(Paragraph 27.8) 

The indigenous development of two systems of the payload 
was yet to be taken up. The import of forward looking 
infra red was delayed by six years on account of delays in 
the development of the gimbald payload assembly. The 
import option in respect of the infra red line scan was still 
under study. 

(Paragraph 27.9) 

The slippages in the development of the RPV had resulted 
in the cost of the project having to be revised to 
Rs 48.90 crore with a FE content of Rs 15.50 crore as 
against the original cost of Rs 34 crore with a FE content of 
Rs 8 crore. 

(Paragraph 27.12 and 27.13) 

The Management Board and Apex Board did not monitor 
the project as per the time schedule laid down. Annual 
progress of the project was also not rendered to the Cabinet 
Committee on Political Affairs as per its instruction. 

(Paragraph 27.15) 
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lP'rojectto H:ie completed 
byMar~h J.995 .. 

SHJ[:lpages i111 
de~eJopITT!)ienfala.ctivities _ 
by au the p_articipating 
fa11.>0niiornes., .. '· · · · · 

·· ·•· ·· 2 7. 5 · ·Scope of t!oe project 

· ... The scope of the -project provided for develop~ent of -~ne 
· system consisting . of two ail' vehicles, associated sensors and. grotlAd 

equipment being made available for user trials. DRDO were optiinistic 

. that they- would be able to produce a prototype as per the GSQR 

approved bythe Army in May 1990 in 42 months i.e: by M~chl995. 

. - ·- . 

· 27.6. Development of RPV .· 

The major sub-systems of an RPV are air frame, propulsion 

system; data link; power supply system, payload sub-system, recovery 

sy~teIJ1 a11d development telemetry~ It also has a ground support 

system which includes lau~cher (rocket assisted and.hydro pneumatic), 

. gro{rnd control system, . antenna · vehicle, power supply vehicle, 

recovery vehicle and ,other vehicles· for iri!rastructure requirement in 
the field;· 

-

The develgp_~ent and ·evaluation under this project were 

plannedjn t~9 standards -i.e .. MK-land MK-U, in response to the 

priorities of operational roles indicated by the user. The MK..,I . 

standard was meant for priority operational roles such as day/riight 

.· ·. surveillance, reconnaissance and identification of targets for long range 

_weapons.~ It was to be launched by Rocket Assisted Launcher (RAL) 
. . .. ·- - ,' 

and recovered by Parachute System. The payloads include Day Light 

· · TV (DL TV) Laser Range Finder (LRF) and Mini Panoramic Camera. 

The MK.,.U standard· was to• be designed with enhanced ·capabilities 

·. such as ·Hydr~ Pneumatic Latinch_er (HPL) instead of RAL, Net 

Recovery System and additional Payloads.·such as Forwards Looking 

Infra Red (FLIR), ·Electronic Intelligence -(ELINT), Communication 

· . Intelligence (CO MINT),· Laser Range Designator (LRD) and Infra Red 

Line Scan (IRLS). 
. . 

_ As per the time schedUle fixed for the project, desigll freeze .· 

.... ~as to be completed by April 1992, Phase I and H developmenttrial~ ·· 

by March 1993 a~d August 1993 respectively' and the extended user 

-tria1sby December-1994:-. The·•·de~ign freeze was completed in April 

i992. as planned and the' sub'."sy~tem design commenced thereafter. 
. - , - .- -- - ;_ . :. '·. -- . -··· ... ~--- ·. .. 

- ~However, the proje~t had-pQL,progressed as per time schedule on 

· ~cco~t.or' delays in de~elo~nient/fabficatidn of ;systems, components 
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A fully integrated 
prototype for user tria ls 
not made available even 
after a delay of 33 
months. 

Although Phase I 
development flight tra ils 
were scheduled from 
March 1993, ADE was 
able to complete the 
design of air frame only 
by June 1993. 

Unadjusted advance of 
Rs 2.14 lakh was yet to 
be realised. 

Against five sets of 
airframes to be supplied 
by January 1994 only 
three sets were supplied 
in June 1994 and supply 
order was short closed in 
November 1995. 

and sub-assemblies by all the part1c1pating Laboratories/ 

Establishments. Consequently the planned date of completion (PDC) 

had to be revised twice. The Phase I development flight trials planned 

to commence in March 1993 ultimately commenced in January 1995 

after a delay of 22 months. The ADE stated in May 1997 that MK-I 

and II had been merged and the complete system was undergoing 

developmental trials. The revised PDC is now December 1997. This 

is unlikely to be achieved as ADE had not yet made avai lable a fully 

integrated prototype for initial user trials (November 1997). 

27. 7 Air frame 

The project envisaged fabrication of 15 air frames for 

development and user trials. The first five airframes were to be 

assembled in ADE. These were for the initial flight trials to validate 

the airframe design and aerodynamic performance. The balance 10 

were to be procured from selected vendors with the objective of 

identifying vendors for various sub-systems of RPV. The airframe of 

RPV is essentiall y of Fibre Reinforced Plastic (FRP) structure with 

metallic components. Although the Phase I development flight trials 

were scheduled from March 1993, the ADE could not even complete 

the design of airframe by that time. The design of airframe 

components was ultimately completed by the ADE by June 1993. 

Thereafter, it took another six months by the ADE in placing the 

supply order. An order for the supply of five sets of FRP components 

and one set of tools at a cost of Rs 17 lakh was placed on Composite 

Product Centre (Comproc) in December 1993 . The supplies were to be 

made in January 1994. Comproc was paid 100 per cent advance in 

January 1994. However, Comproc supplied the first batch of items 

comprising of three sets in June 1994. The remaining two sets were 

not supplied even aftei;, extension of delivery date. Components 

supplied by Comproc had deviations which were corrected by ADE. 

Supply order was ultimately short closed in November 1995. The 

unadjusted advance amounting to Rs 2.14 lakh due from Comproc was 

yet to be realised (December 1997). 

Two supply orders for the supply of a total of six air frames 

were placed by ADE on a private firm in August 1995 and May 1996 

respectively at a total cost of Rs 1.20 crore with scheduled dates of 

supply as December 1995 and September 1996 respecti vely. The firm 
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One engine procured! at 
a_cost of Rs 4.28 Bakl!n 

' was used only for wind 
tunnel test a:ndl. remanns 
in stock. 

''··· 

Over ?tovisioning of 
thre~ etlgines costing Rs 

: 22.29Bi!kh: 

: .. ', 

supplied first two air; frames in September and October 1996. Two 
more airframes were supplied in November and December 1996; ·Th_e. · 

,j"T'.\ 

.. remaining two. airframes were supplied in August 1997. 

27.8 Propulsion System 

As. the RPV technology was not available. within _the country, 
. - -- ·. . ' 

engines for this de~elopmem project were to be imported. One engine 
of type 'A' was imported from UK in September 1991 at a cost of· 

Rs 4.28 lakh for initial development work. However, this was not 

utilised further and remains in stock with ADE. The DRDO stated in 
November 1997 that .these engines were needed to generate data from 

wind tunnel test and engine test bed runs. 

In February 1993 one engine of type 'B' was imported from 
1 

Germany at a cost·. of Rs 3 .3 9 lakh for development trials. Later six 

engines of type 'C' were imported from UK between February and 
October 1994 at a cost of R~ 40.39 lakh for the same P1:1fPb~e,:''jhe · 
ADE in June 1995 procured one more engine oftyPe:·,·B;' atc·~costof 

· Rs_A.0,5 lakh-;n the basis of an order placed in May 1994 .. :·- - _ = · _ . -

Subsequently, it was decided in. April 1996 to irrip6rf engihe 

type '.D' a variant of type 'C' from UK as a consequence of the 

increased all up weight of air vehicle and need to reduce the acoustic 
signature of the RPV. _Accordingly _four engines of type 'D' were 

i~ported between April and August· 1996 at a cost of Rs.40:83 lakh 
and it was also decided_ thafthe initiaf production. of indigenous RPV 

would be based on imported Type 'D' engine. 

qut of 12 type ;B', 'C' and 'D' engines imported, two engines 

of type 'B', four of type 'C' (one was withdrawn later) and two oftype 
. 'D' were integrated -to seven air frames upto Dec_embei: . r996·. for 
devel.opment trials .. Since the initial production of i~dige~o~s .RPV 
would •be based on type 'D' . engine, there was no prospect of utilis~tion 
of three engines of type_ 'C'. The expenditure of Rs22.2~9~lakh- on 
procuremei;it of these three engines had, therefore, become infructuous. 

. DRD,O have however, contended that whatever engines still remaining 
.. in the project can J:~e made available as part of production models or be 

. .. /.- . 

used in_ further development flights ip. future prograrrfines. The reply is 
not tenable in view of the decision to use type 'D' engine for the RPV. 
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Indigenous engine not 
ready. 

Indigenous development 
of two important systems 
of the payload has not 
yet been taken up. 

In August 1992 development work of an indigenous engine for 

the RPV was assigned to Vehicle Research and Development 

Establishment (VRDE) at a cost of Rs 56 lakh (FE Rs 15 lakh). Three 

prototypes of the indigenous engines were to be supplied by VRDE 

between April 1995 and July 1995. These were however, not supplied 

and the prototypes were reported to be still in the test bed as of March 

1997 and were now expected to be supplied before the closure of the 

project. Supply of prototype at a later stage may not serve the intended 

purpose as it wi II have to be integrated first with the airframe and 

thereafter undergo development and user trials. 

2 7. 9 Payload 

Payload to be made available included forward looking infra 

red (FUR) and infra red line scan (IRLS). The FUR was to be 

mounted on gimbald payload assembly (GPA). As per the original 

projections, three sets each of FUR and IRLS were to be imported in 

1991 at an estimated cost of Rs 20 lakh and Rs 18 lakh respectively. 

Subsequently, these were to be replaced by indigenous version to be 

developed by a Defence research and development laboratory (R&D 

Lab). However, the indigenous development projects have not been 

entrusted to this R&D Lab so far (November 1997). The DRDO stated 

in November 1997 that the indigenous development was proposed to 

be taken up only after necessary competence was built up. 

Two FURs were imported from Israel in May 1997 at a unit 

cost of Rs 82.50 lakh. The delay of six years in import of FLIR was 

stated to be due to delay in development of GP A based on which the 

FUR requirements were to be finalised. The import of IRLS had not 

been finalised till June 1997 as the import options were still under 

study. 

27.10 Development flight trials 

The ADE assembled Seven air vehicles with the airframes 

received by them. These air vehicles were fitted with imported engine. 

A flight readiness review Board was constituted in January 1995 for 

evaluation of the air vehicle assembled. The Board cleared the air 

vehicle for flight in January 1995 and the first development flight of 
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~V was conducted in January 1995 with an objectiv.e to vaiidate air . 

. · vehicle design in respect of basic aerodynamic, airframe J~'ffuctfue, 
digital flight control/flying qualities, propulsion integtatio11, oh board 

electrical system and para recovery system. This;wa~ followed<by a. · 

s~ries of development flight trials with pi:ogressi:Ve • )ddhion of 

¢~p(lbilitiest6.:validate the requirements specifl°e(i,!D. th~ .GSQR. ··These 

· d~\'elopmental. flights were pteceeded· ~y statiic;.triti[itJ#.1~ .h~lt¥opter · 

...• i:F i?::~~;£:2~::::~=~it~~l!~~ti 
· .. · · · fligpts), one system was to be offered to user foi".:their evaluation. As 

~g~h1st J 0 flighttrials planned to be carried out before the RPV was to 

_ be'bffered for user evaluation, the .ADE carried out 20 developmental 

trials between January 1995 and June __ 1997. The DRDO stated in 
November 1997 .· that more flights ~~re. needed in ·view of the 

technological problems and they now expect the evaluation to be 

completed by December 1998; They also stated that three flights had 

alr~ady taken place when it was decided to merge.fy!KI.filici.Mkfr t6 
give a fully integrated version for user trials. The developmental trials 

(20 flight upto June 1997) revealed deficiencies in minhnum sp.eed and 
. . . 

··· endurance. The recovery· system also failed in two developmental 

· trialS. Further, the ADE is yet to make- available· a fully i.ntegrated 

prototype for users' evaluationtrials (November 1997). 

27,11 FilltualJ11,ciaipll'ogll'ess 

The total expenditure on the project as on 31 March 1997 was 

Rs 38~06 crore (FE Rs 11.90 crore). The FE element ·constituted 31 

· · per cent of the total expenditure. 

27,12 Revisio1t0 ofpll'oject cost 

Th~ pi:pje¢~ was sanctioned in October 1991 at a cost of 
. · .. Rs 34:crore GfJERs.·8 crore) and· was scheduled for completion . by 

· ··. Maf~h)995. · .f!~"Wever, ADE, in July· 1995, proposed enhancement of· 
- . . , . :r - . . . ~· . . 

!~~~:!flf &J~lt!*Ff;J?r~~~~i~!~~~f 5. 
1995 · enhanceni~rlt.of co'st to Rs 48.90 crore (FE Rs 15.50cr:ore). · 

. . . 

However, Government, in August 19095, enhanced the cost to orily 
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Cost overrun of Rs 14.90 
crore (FE Rs7.50 crore). 

Project- Expected to be 
co mpleted in December 
1998 after a delay of 45 
months. 

Rs 43 crore (FE Rs 13.50 crore). In October 1996, ADE agam 

emphasised the need to restore the cost ceiling to Rs 48.90 crore (FE 

Rs 15.50 crore) as recommended by the AB. This enhancement was 

sanctioned by the Government in December 1996 resulting in cost 

overrun of ,\.s 14.90 crore (FE Rs 7.50 crore). The DRDO stated in 

November 1997 that this enhancement was necessitated mainly on 

account of ad verse exchange rate and price escalation of material. 

27.13 Revision of time frame 

The project was tailored to meet the requirement of the Army. 

ADE was optimistic that they would be able to produce a prototype for 

the completion of users' evaluation by March 1995. The important 

milestones and the time schedule for their completion were as under: 

Event Completion period 

Months Date 

------------------------------------------------------------------------------------
1. Design Freeze 06 April 1992 

2. Phase I development 17 March 1993 

Fl ight trials 

3. Phase II development 22 August 1993 

Flight trials 

4. Initial user trials 38 December 1994 

5. Extended user trials 42 March 1995 

to completion of 

development project 

Thjs schedule was revised twice and latest PDC is December 

1997. However, various milestones set for completion of the project 

witrun the extended PDC of December 1997 could not be achieved. 

With the present stage of development of the RPV, tills PDC is bound 

to undergo further change. The DRDO stated in November 1997 that 

the users' evaluation programme is expected to be finalised by 

December 1997 and formal evaluation of the system would commence 

thereafter. They expect that evaluation would be completed by 
December 1998. Consequently, the Army which considered the RPV 

64 



'I 

Mmniitrnriill1lg ofpirojecf 
. , was Illl1latdleqmnte 

as an operational- requirem_ent has yet to evaluate a fully integrated 
-·RPV. 

The extension of the completion date by 33 moJ.!1h~- and the 
likelihood of further extension by 12 months upto b~te'rtiber J 998 · 
indicates over optimism on the part- of DRDO while rtndertiling this 

project. 

27.14 Monitoring 

The project was _to be monitored by a two tier management 

-structure i.e. apex Board and •management Board. The apex Board 

. headed by the Scientific Adviser_ to Raksha Mantri (SA to RM) was to 

meet every six months to oversee the progress of the project; monitor 

major milestones and take .remedial action to ensure ,timely . 

. ac~ievement of project goals within .the sanctioned ~ost. The 

management Board headed by Director ADE was .to meet _every three· 

· 1uonths to ensure the development within th~ parameters ·of time and 

cost. Further, a report on the progress of the project duly approved by 

apex Board was to be submitted to the CCP A every year. However, 

till June 1997 the apex Board had met only twice and the management 

Board eight times as against the required number of eleven and twenty 

three respectively. Further, no annual report on the progress of the 

· project had been submitted to the CCP A so far. DRDO in their reply 

· · · stated that the meeting of the _two apex Boards are not the sole 

indicators of monitoring and that this project was reviewed in 10 DRC 

and other meetings by SA to RM and twice by COAS as also by other 

senior officials in the Ministry. _ 

. . ~ .. 

.. 28. Worlldl!lig of !lJrRHifary farms 

28.1 ·· luo.trodU1Jcdi01m ·· 

Military farms (MFs) :were est~blished with a view to supply 

1nilk arid ot~er dairy produ~ts to troops ancl_ dry fodder to animals. · As 

of Mi:irch. 1996, 50 MFs were funetioning with 14111 hectares of land 
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and 14717 cattle. In the _c~ntoinnents where MFs are not functioning, 

__ AS,~;:~rrahges fotthe supp~yofmilkto the Armed Forces. 

Mention was·madein Paragraph33 of Report No.2of1988 of 

the C&AG-oflndia Union Government, Defence Services (Arn1y and 

Ordnance Factorie~)about the sho~fall in capac.ity utilisation, low 

yield of milk and unrealistic profits of the MFs. In May 1997, 

Ministry stated in . their ATN that an expert Colilrtlittee on dairy 
. ·. . .. 

· farming set up for rendering advice abo_ut continuance or restructuring 

ofMFs had recommended th~tl\tffs cbe cqntintied as. a dep~rtmentally _ 

nm 'cfrganisatio_n.' Another ' cofumittee' on accounting proqedures 

i~commended that MFs be' considered as a service ,organisation and the 
clinibersome ~ccountirig system be simplified.These recommendations 

.• _ #:~te yettobe implemented. 

28.2 · OD'gomis01timoilll Set Up 

MFs _function::under the overall Control of Quarter Master 

General. who is assisted by a Dy. Direetor General, MFs at Arniy HQ. 

'At Command level, there is a Director ~d each MF has an Officer-in
_ Charge. 

28.3 Scope of AU11dit 

A review :of the WQrking of' i 1, MFs covering the period from 

.·199i,.92 to _1"995-96 was carried out during 1997 through a fostcheck 
of records. 

66 

.. E ,• 



-; ,_~: ' 

: _ .. .: ~ ' ; 

.'·,·::. 

. ·Urtde~.c~fii,;ation or land 
resul_te~-in,I~cal_ . 
gur~hi~i?_r. f <>~der~ · 
.\-·' 

. ~· . 

__ ,-

. . . 

28.5 Cultivation of land for fodder production 

·. 28:5.1 Under utilisation o/land 

MFs held 11,657 he6tares cultivable land but cultivated on an 
aveJ:ag<;: 2,748 hectares (24 per cent) between 1991-92 and 1995-96 
and.· met '55. to 62 percent df the_ total requirement of fodder. 

,;Prodti6tiori bf foddet ranged from, 18 MT to 20 MT per hectare as 
agaih;t the• target of·_ 60. •MT. resulti~g -in loss of Rs 2490 lakh to 

·' . Rs.-2670Iill<b besides. avo"idable exp_enditure of Rs 384 lakh to 
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Rs 677 lakh on local purchas.e nia,de to meet the deficiency. Army HQ 
.stat~d hi·'sep~ember' 1997.that: consicierable portion of irrigated land 

. - - • . t -

. available with the farms was utilised for production of cash crops, 

fodder, seed and hence targets were not achieved. This contention was 

not tenable·.~s the}ro~s 'are·~~quired t() be planned primarily to meet 

reql1i;ernent for foddertmtnighout the year. . 

. " 

Thus, f?-ilure.of Arniy HQ to ensure optimum. utilisation and 

proper mai1ageibent ()f land r¢s:ulted in avoida~le. expendit{ll-e of 
.. Rs ~607 lal4i on lbcalpur~hase 9f fodder. ·.·· 

. 28,5~2.JligherProductiora C~st 

---·..: 

. A comparis~n of a)l India, average local purchase rate of fodder 
.. (Rs 1318 t~ }SOQ p~r MT) ~~d. av~rage farm production rate (Rs 11345 

· to.· 1725 per MT) for the years 199~-93 to 1995-96 revealed that the 

latter was always. ·.higher· resulting- in extra expenditur~ · of 

Rs 28 l.3 7 lakh <lhri~gthe last four year~. Thus production of fodder 
by MFs :was not coqnnercially viable. . .. 

- - - - - .•. - - c, -

";,'. .·, ./ < - ~ - - • '·.'. ........... _- : 

. : 28053 Jrajudipi01u.s expeuoditur~ ora ilfllter fromsfer of/odder 

Fodder w~rth Rs 4873.80 liikh was transferred from one MF to 
. cµiother • b~twe.e11. 1991:92 '"an.d . 1,99,,5-96 and an expendit~re of 

Rs 2560.5_4 lakh Le. moie·thari :50 percent of the cost of f9dder was 

incurred on its transportation .. Ther~ ~as no documentary,evidence to 

support. that only ·~illphis fodder pr~duced within MF ,was transfe~ed 
to the. other MF. ·• Thus, possibility of transfer of l(~cally purchased 

. fodder: f~om o_ne ·MF to a~othe{ inyolving avoidable transportation 
.. ~harges could !lOt be rµled '?Ht. . . .· 

.. · 

28,5,4 Lo,ss due ~o bqilill1lg hay .. . 

. ~hortagt: of .186 _MI .of paile.d,hay costing Rs 8.78 lakh was 

noticed ip._1W Bareillydutizyg stock taki~g cahied out in March 1997. 
-,_;_ . ;' -- -- . --~ - _. - ' ,'. - .-- ··. . - -. - ,-. -: ,· . , ' . 

I 
I 
I:,, 

j\nothe.i;.Jii~crepaµcy of 140 MT of bailed hay costing Rs 6.60 lakh was 

. al~m noti~ed due t~" fraudul~11~ly aitering the figures in two vouchers of 

October and November 1996. The Station HQ Bareilly convened CI in 

· March · - April 1 §97, to investigate the loss of hay costing 
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hi.crease in Miilk 
Prodm:tion was not .· 
COIDJllllel!llSUrafo With 
increase iri herd strength. 

Mill king targets were not· 
achieved. 

J. 

Rs 15.38 lakh: The· proceedings of CI were yet to be finalised 

(November 1997). 

28.6 Milk Production · 

The hetdsttength of 1985.:86 (8458) had increased by 74 

per cent (14717) in 1995-96 but the milk production had! increased by 

only 53per cent. The a~erage milk yield per animal per day had come 

doWn from 7.76 litres to 6.76 litr~s. ·Thus, milk production was not 

commensurate .':Yit4Jhe percentage increase in herd strength. ·MFs 

could prod~ce. b~t~e~n 50 to 59 per cen.t of total r~quiirement of milk 

during .the· perlo<i 1991-92 fo 1995.:96 and 'the deficiency was met 

through local purchases of milk worth Rs 6943 lal\h at the mtes 

(Rs 6.06 t~ 9.19 per litre) which were lower than the.,c~stofproduction 
(Rs. 6.56 to Rs 9.23 per litre) in MFs. ·' · .. · 

28.6.l Low yieldof milk 

The laid do~n milk-yield targets for high cross breed (HXB) 

and low cross breed (LXB) were 12 Kgs (l l.67 litres) and 10 kgs (9.72 

litres) respectively. · Audit scrutiny in 11 MFs revealed that there had 

been shortfall ranging from 7 to 40 per cent in the yield resulting in 

animal losses rangirig from Rs 210 to 3 87 lakh, besides·. avoidable 

··•expenditure of Rs8:95 crme on local pmchase of mHk to meet the 

deficiendes. 

'-Analysis of short{all in milking targets revealed . maximum 13 

. to . 40 per cent . shortfall in. MF .. Bangalore, Meerut, Panagarh and 

· Nanikum and minimum 7 to 16 per cent in MF Kirkee. In other farms 

at Deolali, Ambala, Agra and Ferozepur it ranged from 18 l:~ 33 

per cent. MF Bangalore attributed the_ shortfall in milking target to 

non-availability/contaminated supply of water while MF); Qe.olali and 

Namkum attributed this to insufficient supply of water, $hQriage ·of 
. . : .. ',. :.;.J.,~ .. ; · .. 

fodder and concentrates, MF Meerut and Kirkee attribut~"9. shoJ.ifaU to 

out hreak of foot and mouth diseases among the cattle. fh,~~~"~reasons 
furnished were indicative of poor management ofMFs. 

-~ -:-· 
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Productio n cost of milk 
was higher tha n loca l 
purchase rate. 

Rear ing of ca lves was 
uneconomical. 

Sick a nima ls were not 
provided any trea tment. 

Concentrates worth 
Rs 1.79 la kh were fed in 
excess of a uthorisation. 

28.6.2 Higher production cost 

A comparison of local purchase rate of milk (Rs 4.44 to 

Rs 10.65) and its cost of production in cattleyard (Rs 5.11 to Rs 11.63) 

in 8 MFs revealed that the latter was persistently higher resu lting in 

extra expenditure of Rs 432.54 lakh. The position in other MFs needs 

to be reviewed to conclude whether milk production in MFs was 

economical. 

28. 6.3 U11eco11omica/ rearing of calves 

Expenditure on rearing was more than value of young stock 

matured into milking animals primarily because of rearing of calves 

beyond prescribed percentage of 25. This resulted in annual losses 

ranging from Rs 127 lakh to Rs 316 lakh for the period 1991-92 to 

1994-95. In 1995-96 valuation rates of young stock were abnormally 

increased and a profit of Rs I 08 lakh had been shown. The basis for 

increasing the rate was not made available to Audit. Thus, 

genuineness of the inflated profit could not be verified. 

28.6.4 Diseases in animals 

MF Namkum and Jabalpur were holding sick animals suffering 

from Tuberculosis (TB) varying from 11 to 39 per cent of their total 

holding. Treatment of T.B. infected animals was not considered 

economical due to financial crunch. As a result 317 animals valuing 

Rs 20.48 lakh died during 1991-92 to 1995-96. 

28.6.5 Overfeeding of concentrates 

Based on instructions issued in 1984 production ration over and 

above the basic ration to animals are to be issued against the yield of 

milk exceeding 15 Kg in ratio of 1 :2 instead of on the entire yield of 

mi lk. 

It was however, noticed that contrary to the above instructions. 

production ration was issued based on total yield of milk in the ratio of 

1 :2 resu lting in excess issue of production ration worth Rs 179 lakh in 

9 MFs. The position of other MFs would therefore need to be 
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reviewed to· ensure proper implement(ltion or othel"Wise of the said 
. . ~ 

instructions. 

28,6,6 JlQSS of milk · 

The milk· after milking in cattleyard was issued to Daify 

Becti,on after rec:ording :the butter fat content for further suppli to 

, troops/paying customers. Thus, butter fat content as well as quantity 

of milk recorded in cattleyard and Dairy Stock Sheets should be the 

same. Test check revealed that although the quantity of milk remained 

the same percentage of butter ·fat varied from 0.2 to 0.7 per cent in 

both the.sections in MF Lucknow, 0.3 to 0.7 in MF)abalpur and O.Jto 

0.4 in MF Ambala. Thus there was dilution in the quality of mi1k 
delivered indiCating· a loss ·of milk which was neither '·ll'oticed ·nor;.·' 

. investigated. . . 

Audit pointed out loss of milk worth Rs 3.28 lakh on this 
account in MF Ambala from April 1996 to December 1996. Loss on 

this accouiit in. all MFs needs to . be worked out for fixing 
respon~ibjlity. 

Test check of cost of production of cream/butter in 6 MFs 

· revealed that it was higher than local purchase rates resulting ill extra 
(!Xpeiiditure of Rs 84.~aim. · . 

' ' 

· · 28,6,8 Extll'a expeuulitua!l'e ODJJ p~s!le_¥flll'isa!lion --.J 

.;,.: 

·MF Ainbala had been pasteurising the milk pfocqr,ed from 
Haryana Development Corporation which was already. past~l.lrised. 
This resulted in an avoidable expenditur~ of Rs 21.48 la.kb. on 

pasteurisation besides loss of milk valuing Rs 2.46 lakh in handling.of 
milk for;pa:steurisation between· July 1995 and December 1996. · 

28,6,9 Noll1t-ll'eceip!l o/ dairy pll'Oduace 

Di:iiry produce worth Rs 140.62 lakh were issued by MF 
.· L,udmow to various units/fopnations during December 1996. The 

.. ~onsignee. units acknowledged. the receipt of dairy produces· worth 

.. Rs 42:52 lakh only and receipts of the balance quantity worth 
Rs 98:10 lakhwere yet to be confirmed. 
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28.6.10 Non,..recovery of packing material 

MF Kirkee. was supplying milk in sachets but cost of sachets 

was neither included in the price of milk nor was. it recovered 

separately. The expenditure incurred on manufacturing sachets during 

1993-94 to 1995;.96 was Rs 28.77 lakh which remained unrecovered 

from paying customers on account of the above pricing policy. 

28. 7 Overaltworking results · 

Ann~al accounts of MFs for 1991-92 to 1995-96 had shown an 

overall profit ranging frmn Rs 392 lakh to Rs 749 lakh. Analysis of 

annual accounts revealed that MPs ac~ually suffered heavy. losses if 
~ . . 

large amount of notional intere~t on Government banking accounts 

and profit due to artificially inflated rates for free issue of milk to 

troops andsale of fodder.to ASC were excluded as sh()wn below: 

. ·15 ....... ...; .. .; __ . :..;.~~---... --... -------0----------------.. ----.... -.. :.. ............... ---------.;.· .. "'."-----------------------................ ..: ............................................................ .. 

.·-~· 

I 
. ,. -·~·.· . • I, . 

Year. Inflated Profit on Sale ·of Milk/Fodder to troops/ ASC 
.. ... 'j Milk 

,. . . .. .. -----~;..;-~ ____ J;_ ___ .. :. ________________________________ _ Fodder 

.. 

I 

.. --.· . :· .. _ .. _ .. . : ..... I 
Q11a11tit)I . · .· Proouction. Sale . Inflated Qµantity> Average·, _Average Average Inflated 
'i~lakh i . 

·ntre· • i 
cost ·. rate. 

· per litre '· per 

litre 

amount 
Rs in _., 

. lakh 

in Metric. receipt 
'tonne rate per 

kg 

sale rate sale rate amount 
forASC for other Rs in 
per kg MFs lakh 

------------·-------i·-------------------------------------------------------------·-------------------------------------·-------------------------

J99i-92 .. ·655 i ... 6.56 7.03 . 307:85 356:63 1.90 3.20 2.30 320.97 
1992-93 674 i 7.40 8123 559.42 .· '. 353.20. 2.01 3.59 2.44 406.18 I .. 

1993-94 633 8.04 8.91 550.71 260.08. 2.88 5.31 2.86 637.20 
1994~95 593 9.10 9.48 225.34 266.96 3.08 5.52 2.62 774.18 
1995-96 582 9;23 10.53 756.60 255.53. 3.22 5.88 3.04 725.71 

1, 

Thus, actual losses ranging from Rs 747 lakh to Rs 1533 lakh 
• I 

I 

had been camouflaged by unrealistic notional interest and inflated 

profit as shown below: 
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------------=----------------=--------------------------------------------------------------------------------
Year 

----~--------~----~~----~-----~~~--~--------------~------~-------~----~---------------------------------------
1991-92 392, 16 509.87 307.85 320.97 746.53 
1992-93 597.70 571:60 559.42· 406.18 939.50 
1993-94 551.26 593.51 550.71 637.20 1230.16 
1994-95 433.43 678.67 225.34 774.18 1444.76 

· 1995-96 748.64. 799.09 ·. 756.60 ·125.71 1532:76 
- _..;; _____ ~":""':"----.----------· ... _..;._..:.:......; ____ ;.,_; ___ :..-______ :., _____ ~:..-----------------------------------------------..;-------

28.8 Summing ~P 

· Despite having huge infrastructure as well (l.S _sufficient cattle 

and land; production of milk and fodder in MFs was not cost. effective 

and MFs were actually running in losses. The MFs ar~ procuring 41 -
•. 

· 50 per cent of milk from trade for supplying to trnQps_ after processing .. 

· Since the trade can conveniently take care of the require1J1ents of the 

. ·troops,· continuation of the MFs in the light of comnierdally unviable 
- . -~ . . . .. " '-... 

yield i~ question~ble. It is recommended that government should close 
.· down the MFs without further delay. 

The review was referred_ to Ministry in October -1997 and-their 
·comments were awaited as of December 1997: 
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415 tanks valued at 
Rs 325 crore ''ere lying 
' ' ith CVD for O\ erhauls. 

Out or 39 tanks to be 
overhau led, one tank 
wa downgraded, 14 
overhauled tanks could 
not be issued in the 
ab ence or instructions 
from Army HQ. 

10~ tanks valued at Rs 
81.46 crore were 
await ing overhau ling by 
the workshop for the last 
8 to 14 years. 

29. Abnormal delay in repair/overhaul of tanks 

Tanks/BMPs valued at Rs 391 crore were lying with a CVD 
and a Mechanised Unit for the last 8 to 14 years affecting 
operational efficiency and Defence preparedness. 

Tanks/BMPs valued at Rs 391 crore were lying with a CVD for 

the last 8 to 14 years affecting operational efficiency and Defence 

preparedness as brought out below: 

Case I 

As of April 1996 CVD held a stock of 415 Vijayanta tanks pre 

mark 1 A, I B and 1 C valued at Rs 325 crore received between 1983 

and 1989. for feeding to Base Workshop for base overhauls. 

Out of 41 5 tanks 296 pre mark lA tanks were withdrawn from 

overhauling programme and thus only 119 were required to be 

overhauled. 39 tanks were fed to workshop between December 1989 

to October 1996 fo r base overhauls. Of these 14 were received duly 

overhauled between December 1996 and March 1997 but could not be 

issued as of August 1997 in the absence of instructions from Army 

HQ, one number was downgraded for disposal, 24 tanks were awaiting 

receipt from workshop, duly overhauled. The balance 80 tanks were 

yet to be fed to workshop as of March 1997. 

Thus, 104 tanks valued at Rs 81.46 crore were awaiting 

overhauling by the workshop for the last 8 to 14 years thereby 

ecting Defence preparedness and a further 310 tanks (including 14 

verhauled) were lying with the CVD. The position regarding disposal 

of one downgraded tank was also not known. 

Thirty three BMPs of Russian origin valued at Rs 66 crore 

introduced into service during 1982 and 1983, were received by a 

Mechanised unit during 1988 and 1989. During their periodic 

inspection from August 1990 to September 1993 the concerned 
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The IC tu bes fitted in the 
BMPs had become 
defective and they were 
yet to be replaced 
affecting the operational 
efficiency. 

workshop found that Image Converter (IC) tubes fitted had become 

defective and they were accordingly declared unserviceable. The unit 

had also been reflecting the deficiency of IC tubes regularly to higher 

authorities in their monthly reports but the IC tubes had not been 

procured and replaced as of January 1997. The unit stated in October 

1996 that non-replacement of IC tubes ~as affecting the operational 

efficiency during night operations. -
The matter was referred to the Ministry in June 1997; their 

reply was awaited as of December 1997. 

30. Avoidable payment of container detention 
charges 

Failure of Air HQ/consignees in sending shipping documents 
to EHQ in time resulted in extra expenditure of Rs 233 lakh. 

Mention was made in Para 31 of the Report of the C&AG for 

the year ended 31 March 1992 wherein avoidable payment of container 

detention charges by EHQ Bombay was pointed out. Despite this, a 

failure of systems was detected in the following two cases resulting in 

an extra expenditure of Rs 26.53 lak.h. 

Case A 

One FCL containing Naval Stores arrived at BPT on 9 August 

1995 with Last Free Date (LFD) as 13 August 1995. The intimation 

regarding arrival of the vessel was communicated to EHQ by the 

consignee in February 1997 i.e. a year and half after receipt of final 

auction notice from the shipping agent and the consignment was 

cleared in March 1997 after payment of detention charges of 

Rs 17.1 3 lak.h for the delayed period. 

CaseB 

A vessel containing spare parts for Aircraft/Helicopter berthed 

in May 1995 at BPT with LFD as 19 May 1995. Intimation was given 
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Army HQ placed SO for 
procure-meat of an 
equipment at a total cost 
of Rs 2.15 crore. 

COD reported to Army 
HQ that essential CES 
items were not included 
in the SO, as a result the 
equipment could not be 
made serviceable. 

to EHQ regarding berthing of the vessel by Air HQ after 2 months 

alongwith the original documents. The containers were cleared on 11 

September 1995 after payment of Rs 9.40 lakh towards detention 

charges for the delayed period. 

In August 1997, while accepting the facts Army HQ stated that 

the above payment could have been avoided had original documents 

been received in time from Air HQ/consignee. The Army HQ further 

admitted ~hat a payment of Rs 2.06 crore had to be made in similar 

type of cases during the period March 1992 to March 1997. 

Thus failure of Air HQ/consignees in sending shipping 

documents to EHQ in time resulted in extra expenditure of 

Rs 233 lakh. 

The matter was referred to Ministry in June 1997; their reply 

was awaited as of December 1997. 

31. Procurement of incomplete equipment 

Due to failure of COD to synchronise the procurement of 
Complete Equipment Schedule items, equipment valued 
Rs 2.15 crore were lying in unserviceable condition. 

Army HQ in June 1994, placed a Supply Order (SO) on a firm 

for supply of 100 sets of an equipment at a total cost of Rs 2.15 crore 

to a COD. The equipment required to be mounted on trailers 1 tonne 

to be supplied to the firm by CAFVD Kirkee were supplied between 

April and July 1995. COD received l 00 sets mounted on trailers 

between May/November 1995 and August 1996. 

COD in January 1996 reported to Army HQ that Complete 

Equipment Schedule (CES) items were essential to make the 

equipment serviceable but the same were not included in the SO, 

therefore. the equipment were taken on charge as 'serviceable 

incomplete·. Army HQ pointed out in January 1996 that under the 

existing instructions, COD was responsible to procure CES items on 

receipt of SO of June 1994 but the COD was yet to procure the CES 

items (December 1997). As a result, the equipments could not be 
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made serviceable. As of December 1997, four sets of equipment had 

been issued to user units without CES items. 

The Ministry stated in December 1997 that quantity 96 was 

held as reserve against the authorised reserved stock of 205 and CES 

items were provisioned and procured ind ividually and separately in 

this case and their non-procurement implies that CES items were 

availab le. This contention of Ministry is not tenable as COD in 

January 1996 informed Army HQ that procurement of the equipment 

less CES was contrary to the di rections issued by Army HQ and 

procurement action for CES items had already been initiated by COD. 

Thus, due to fai lure of COD to synchronise the procurement of CES 

items. equipment va lued Rs 2.15 crore were lying in unserviceable 

condition. 

32. Infructuous expenditure on procurement of 
substandard cylinders 

Failure to provide proper drawings and specifications, 
procurement · of cylinders from a firm not approved to 
manufacture the cylinders under gas cylinder rules (GCR) 
and with no provision in the supply order for final acceptance 
subject to clearance by CCE resulted in infructuous 
expenditure of Rs 78.73 lakh. 

A COD in July 1992 raised an indent on Army HQ for 

procurement of 3028 seamless cylinders to replace the welded ones as 

the CCE refused permission for refilling of welded cyl inders in terms 

of gas cylinder rules (GCR). 

Tender enquiries made by Army HQ (January 1993) revealed 

that indigenous firms had no expertise in manufacturing seamless 

cylinders and the offers received showed that cylinders made out of 

seamless pipes did not fu lfill the specification. 

Accordingly, Army HQ in April 1993 sought pem1ission from 

the CCE for use of welded cylinders in relaxation of the GSR but the 

same was turned down. CCE, however, forwarded the names of three 
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firms including one PSU who were manufacturing seamless cylinders 
in the country. 

In February 1994. Army HQ placed a supply order (SO) for 

procurement of 3028 cylinders at a total cost of Rs 78.73 lakh on Mis 

Perfect Drop Pins Manufacturing (PDP) which did not figure in the list 

of three firms forwarded by CCE but was one of the firms which was 

considered at the tender enquiry stage and in respect of which 

reservation on capability to manufacture totally seamless cylinders was 

expressed. 

The cylinders were supplied by Mis PDP in between October 

and December 1994 duly inspected and passed by inspecting authority. 

The samples of cylinders subsequently sent to CCE by COD in 

September 1995 for obtaining fitness certificate were however rejected 

by CCE on the grounds that Mis PDP was not approved under GCR to 

manufacture the compressed air cylinders and those cylinders do not 

conform to any known national/international standards. The cylinders 

were also stated to be of substandard design and construction. 

This view was reiterated by CCE in August 1996 in response to 

a letter from the Ministry of Defence Production and Supplies and they 

refused to permit filling of gas in such cylinders. 

Meanwhile, Mis PDP in November 1995 stated that supplies 

made by them were strictly in conformity with the specifications 

mentioned in the supply order. Each lot was cleared by the inspecting 

officer and the advance samples were also found satisfactory and final 

acceptance of the cylinders in terms of the contract was not subject to 

clearance by the CCE. 

Army HQ stated in October 1997 that the SO was placed on a 

firm duly approved by DGQA and the drawings and other details as 

provided by them were incorporated in the order. However, a CI to 

investigate the lapse has been ordered and necessary action would be 

initiated on receipt of its findings. It was also stated that CDA was 

being asked to withhold the amount already paid from the other 

pending bills of the firm because of the breach on their part for not 

fulfilling the requirement of GCR. 
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CoHlltll"all"y .to Rilllstmctlioillls 
ClllA Jlllandl lRs Jl.3Jl cmre 
to fiilllellngn~Ile iemJllllloyees. 

i, • 

_._.--~ 

}hus, failure to provide ·proper drawings and specifications, 
· procurement of cylinders from a firm not approved to manufacture the 

' - . I - - . ' 

cylinders under GCR and with no provision in the SO for final 

. acceptance. subjec;t to clearance by CCE resulted. in infructuous 

expenditure of Rs 78.73 lakh~ 

The matter was referred to Ministry in June 1997; their reply 

was .awaited as of December 1997. 
·:.''-

33. U1n121utlhloll"nsedl payment of specifad dluty alfowaimces 
_ . to non.'."ellll.tjtledL persons 

Jll~spite Sunpireme Couirlt dedsiimm of Septemlbeir 1994 to stop: 
.· p21yJ!ill.iell.lt off sped.all duty a!Ilowal!ll«:es lto dvD.lliiaim empiloyees 
. · irecirriii~.ed illllL NER a sllllm -of' Rs li.18 cirrnre was paid! fo tllne · 
· ilimellig~,b!e empfoyees ~etweeHll Octolberr 1994 mnd! A1ll!glll!slt 1996 . 

. · .. «Dfwlhfolht .Rs z3:52 llalklh had Jlieellll. ire~oveired 

!. 

fo January 1984, the Ministry sanctioned payment of special 

_ duty aHowances (SDA) to Central Goverhment employees having "All 
· India Transfer Liability" on their postiiig to north east region (NER). 

The Ministry_ of Finance clarifie~ in A,.pril 1987 that the concession 
- was not admissible toemployees who were either transferred from one 

station to another in NER or to those recruited in NER. This order was 
. . . 

effective from 1 November l98T 

A test check of such payments in three units revealed that 
contrary to the above instrudio~, a CDA allowed. and paid, Rs.1.31 · 

ctore between N~v~mber 1983' and February 1994 towards SDA to 
civilian employees who were recruited in NER. On being pointed out . 
by Audit the Ministry in .September 1994, intimated that. the case was 
. " .. ' 

pending· for decision in the Supreme Court. In September 1994, the . 
•.- Supre~e Court while ordering stoppage of further payment of SDA to 

employees recruit~d in NEE.. waived. the recovery bf the payments 

alrea_dy made'. 
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Contrary to decision of 
Supreme Court, 
Rs 1.18 crore was pa id to 
ineligible employees of 
which Rs 23.52 lakh had 
been recovered. 

..., 

A further test check of payments in 17 units revealed that 

despite above decision of Supreme Court the payment of SDA 

continued and a sum of Rs I .18 crore was paid to employees recruited 

in NER between October I 994 and August 1996 of which 

Rs 23.52 lakh had been recovered. 

The Ministry, while accepting the facts, stated in September 

1997 that the amount paid on account of SDA to ineligible persons 

after the Supreme Court decision of September 1994 will be recovered. 

34. Unauthorised issue of free rations 

Free rations valuing Rs 67.07 lakh were unauthorisedly 
issued by a unit to Defence civilians. 

Field Service concessions which interalia included free ration 

were extended to Defence Civi lians posted at a field station from 

September 1984 onwards. The station was, however, reclassified in 

January 1994 as modified field station retrospectively from April 1993. 

Consequent upon reclassification, Command HQ in June 1994 clarified 

that civilian employees posted at the Station were entitled to modified 

field service concessions which excluded free rations. The concessions 

admissible to Defence civilians were subsequently spelt out by 

Ministry in January 1995 applicable retrospectively from April 1993. 

Audit scrutiny revealed that free rations valuing Rs 67.07 lakh 

were unauthorisedly issued by the unit to Defence Civilians from April 

1993 to 31 March 1995 thereafter it was stopped. 

Ministry stated in August 1997 that it was decided in 

September 1995 to implement the decision regarding field service 

concession with effect from 31 January 1995 instead of 1 April 1993. 

However, reasons for this change were not spelt out. 

The case revealed that despite clarificatory orders issued by 

Command HQ in June 1994, free rations were unauthorisedly 

continued to be issued by the unit and Ministry instead of fixing 
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The Firm opened lettel!" 
of credit for Rs161.60 
lakh with a non-specified 
Bank. 

The Bank refused to 
honour Government 
claim for Rs ~6.26 lakh 
as the firm did not have 
sufficient balance at its 
credit. 

responsibility for the lapse and ordering recovery, de.cided noUo. effect 
recovery by changing the effective date of it's order which , lacked 
justific~tion. Ministry was also silent in their reply abouCthe free 

. . . . - . . . · .. : ... - - ·.-

rations issued during February and March 1995. 

35. Ncm.=irecovery of s~nle valillle 

·~Acceptance of letter. of credit on a non-specified baIDlk without 
1

: 

proper ver'lification by SSSDC/CVD/CAD led fo llll.Ollli=rec([))veiry '. 
of sale proceeds worth Rs 66.26 fakh. 

, ' ~· 

SSSDC of the Ministry approved sale of steel scrap, small arms 

. scrap and bomb shell scrap from COD Jabalpur and CAD Pulgaon to 
Mis Haryana Concast Limited (firm) at a:fixed rate against a letter of 
credit (LC) to be. opened by the firtn in favour of Commandant COD · 

and CAD at SBI. Jabalpur and Pulgaon respectively. The firm 

however, opened LCs for a total amount of Rs 161.60 lakh with Bank 
of Maharashtra (Bank), New Delhi payable through its local branches 

at Jabalpur and Pulgaon. However, when claims against 634.268 MT 
scrap valued at Rs 56.50 lakh lifted from COD in March - April 1995 

. and 118 MT scrap valued at Rs 9.76 lakhlifted from CAD in February 
1995, were presented, the Bank refused to honour the claims on the 

ground that the. firm. did not have sufficient balance at its credit. In 
November 1995, SSSDC asked the firm to make payment of 

Rs 66.26 lakh through bank drafts. The SSSDC was subsequently 

wound up with effect from April 1996 COD and CAD, were yet to 

receive the payments (October 19.97). 

Thus, acceptance of LC on .a non-specified bank without proper 
verification· by SSSDC/COD/CAD led to non-recovery of sale 

proceeds worth Rs 66.26 lakh for more thantwo years. 

The matter was referred to the Ministry in May 1997; their 
reply was awaited as of December 1997. 
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36. Pro(Curem.~llllt of lbatteiries at high.er rates 

Plaicillllg .. sµppfiy orders f~r ·procurement of ·batteries frnr: 
· qllllantitll.es l!ess tl!uuilthe m~udmmmr lftmits of the ex:Rsthng firm:§. 

and proc1lJl:rement from «)ther firms at higher rates: In.ad 
resllllfited in extra expelllldfitmre of Rs 37.39 falkh . 

. . 

A cc)°l) piaced53 supply orde~s~ (SO) against Rate Contracts 

(R6) rjti·diffeten(flrms·for s~pply.ofbatteries between 1:992 and 1996 .. ·· 

The conditions of RCpresetib~d.the ~1ximilln quantity and financial 

lilllits upto which· SO couid b~· plc1ced mi the fo;ms depending on the 

latter's capacity to fulfil orders. 

·· Audit scru:tiny, ·however; . revealed that SOs placed by COD 

. ' were for ; qmll1titi~s much lower than the rriaximum quantity/financial 

linlits of the firms accprding to RC. At the .same time, however, SOs 

were placed on ·other firms at higher r~tes which resulted in extra 

expenditure of Rs 37.39 lakh . 

. The matter was referred to the Ministry in June ·1997, their 

reply .was awaited as of ll)ecember 1997. 

37. · Avoidable expenditure Ollll mallllufactmring of head 
percussion 

.. COD ul!lli!ller-assessedl m~umufacturnllllg \\!Ost ofium itiem wl!ufol!ded. 
' to p!acement o:lf the oirder by the Army on COD .instead of oim . 
· trade resuRtlng ·. hi ext1rn avoid.ab Re expiemllutl!J!ire . of' 
. Rs '16.60.Rakh ollll· lllill.anulfad1ll!re olf 64,30«> llneaid!.· pel!'cussfons 

... Jbe_sY,des uil!llnece$S,ary pirqdudfo11 o~ ·· 32,5Q)0 HP;, leadillllg fo 
· .. ; blloclkilrilg oJf Rs i:t71 falldi._ · 

At 'the in~tance Of Army HQ, COD Kanpur assessed . in 

. Decem.ber· 1990, the unit cost of manufacture of Head Bercussion(HP) 

in their workshop at Rs 35.05. As this, tmit cost cmripared favourably. 
with the unit cost at which supply wa~ made by the tr~de (Rs41 per. 
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Milllnstry~JPIIlaced! a SO for 
slll!pply"of clhlargnlllg set. 
lFi.rm.fallled! to supply and! 
so was;cancefiledl aMlhle 

· risk and! cost of tllne fnrm. 

linit), an order was placed in October 1991 by the Army HQ on COD 

for m~nufacture of 1.20 lakhHPs. 

·· After undertaking manufacture arid supply in accordance with 

.·.the Supply' Order, COD in February )993 informed Army HQ that 

manufacture of th~ balance quantity of 55,700 of HPs would be 

undertaken if current provisioi:Jip.g review revealed requirement. Army 

HQ in. February 1994. informed COD to withhold further manufacture 
I 

of HPs. Despite this, QOD. continued and completed manufacture· of 

32,500 HPs valued at Rs.21.71 lakh upto ¥ay 1994. Army HQ, finally 

cancelled the production of the remaining quantity of 23,200 HPs in 
"··· 

July 1994. ··. \;:<' 
·:·:· :- :.1 ~ ::'·: 

An analysis of cost of the manufacturing showed that COD had 

grossly under-assessed the unit cost of mcmufacture at Rs 35.05 while 

it acttially worked out tc Rs 66.81 as against Rs 41 being cost of 
. ~ ~ 

. procurement from the trade. · 

·', 

Thus, placement of the order on COD instead of on t~ade h~d · 

. resulted in extra . ayoidable expenditlire of Rs 16.60 lakh on 

manufacture of 64,300 HPs be~ides unnecessary production of 32,500 

HP, leading to blocking of Rs 21. 71 lakh. The total financial impact of · 

these two aspects worked out to Rs 38.31 lakh. 

The matter was referred to the Ministry in April 1997; their 

reply was awaited as ofDecerriber 1997. 

38. Extll:"a e:;pendiiture OIDl the . JPlll°OHCU11ll"emel!1lt ·of 
clllla1rging §ets 

. Poor ma~agemem!t iifut piroc~iremellllt of elluurgnimg sets iresUJIIlted rrllll 
avoidabRe extirai expemdliturre ofRs 18 falklln. 

The Ministry in January 1987 placed a supply order (SO) on 

•
0 firm 'X' for manufactirre and supply of 400 charging sets with tools, 

spares and accessories at a tµrit costofRs 4,500. The prototype of the 

~harging set supplied in Jurie 1987 was under trial upto November 
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.. ·· .. f. ·· .. --:12.92·•.with. _b_GQA..··. Bl!t. when-'th~ ilsers:warited-the·p~(jtotypesf9t 
coiifirmat~ry trials the fi~·failed to supply the same arid the so was 

therefore, cancelled .in December 1993 at the ·risk ·and cost of the 
;• ·· -. defaulting supplier. 
! . 

;.' ~ 

· In the meantime, ·the Ministry separately processed another 

·. ease· and placed a·SO in October ~991, on :firm 'Y' for supply of 800 

nllinbers of the. same item at a tinit cost of Rs 9000. In December 
1993, on the same day when the. first SO was cancelled instead of risk 

purchase being resorted to for 400 numbers, bulk production clearance 
·,was granted·to·firm. 'Y'·for. supPly-..:of entir'~ quantity- of800 numbers 

resulting in·. extra expenditure . of Rs .18 lakh on . materialisation of 
supply. Firm 'Y' supplied 787 numbers of the item between March 

1995 ·and May 1?~6 ancJ, the balance quantity -was yet to be supplied 

. . (December J 997). -

Thus, poor management of the· procurement of charging sets 
resulted -i~-ai:i avoidable ~~tra expenditure of Rs 18 lakh. 

-. The matter was referred to ~he Ministry in April 1997, their 

·· reply was_awaited;as of December 1997 .. · 
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· ·. 'lrlhie Hay ounfpllallll·:was 

-' I 
I 

. lllJ[llprovedl afteir t~ll'ee~lllldl 
a lhiaillf years from tllne '. 

. dlates Of sailnctnon'. . 

Complletfiollll olf tllne work 
was dellaye<UJy-more 
. tlhiallll tlhiree years-dune to 
dellay illll fissune olf stores lby 
]]lepartmellllfamll lhieavy 
railllls etc. 

In the following eight cases, deficiencies in planning and 

. execution resulting in extra/avoidable. expenditure of Rs 6.31 crore 

-·were noticed :-

39. Extra expendlntrunre dll!e to inordnltllate delay illll the 
execul!tfon of a mairirfodl accommodatfo~ projeet 

. Defay of , ove.r . three years · in firrnallfrsfiimg , fay out pfallll mmll 
sfilllb>seq11J1en1t · defays ftn fnnaiHsatfon l[Jlf execuiitimn. of the wmrlks o:lf. 

: a ma.rlt°iiedl 2ccommmod2tn([m project by MES 1res11J1Iltedl Jiw exitra 
e~p~mudlitiillre ofRs. 21~.65 fallffi. · · 

HQ Southern Naval Command, Cochin (HQ SNC) and Naval 

HQ accorded two sanctions in July 1986 and)anuary 1987 respectively 

for construction of married quarters for 25 officers at a total cost of 

Rs 189.21 lakh. 

,The. works were released for execution in October 1986 and 

February 1987 respectively. The.l~y out plan formulated by CE Cochin 

Zon.e. (CE CZ) in January 19&8 .· remained under co,rrespondence 

betvveen various authorities and .~~sfinally approved by HQ SNC:only 

in February 1990 after a delay of three and a half years from the dates 
· of sanction. 

The CE CZ concluded a contract in
1 
.April 1991 at,: a .. cost of · 

Rs,250.65 Jakh after obtaining financial\ concurrence" The work 

scheduled for completion by May 1993 was delayed on. account ~f 

delay in issue of sche~ule 'B' stores by the Department, heavy rains, 

slow tactics" by labourers and non-finalisation of reinforcement of 
machirui"~;6om floor and roof slabs etc. The work was completed in 

. . . . . 

- October 1996 at a cost o:fRs 399.86 lakh. 

In the meantime, in December 1993 a covering sanction for 

Rs 328.95 iakh for both the sancti~ns was issued by the Ministry . 
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HQ SNC'helld MES ... 
responsible for clleilay: iirn
foirmufating the lay dut 
pilan. 

. ·', 
I 

\ . 

. i 

! 
I 

lLeakage(seepage we_~e: 
foimcll in most of tl!te 
!mi.ldirigs\vithin · i 
gunairantet? ]period. 

JBoa~cll identified the 
cause of leakage as ~ 

· i".adequate sfojpes. .. , 

"-- ·-··· -

·, . 
. 1 

I 
,1 

HQ SNC fo: July 1997 Jccepted the fa~ts and held the MES 

authorities responsible for delay in finalising the lay out plan. 

Thus,. delay of over tmee years in finalising lay out plfilt·and 

subsequent delays in finalisation of execution of the works resulted in 

. extra expenditure of Rs 210.65Jakh . 

The matter was. ref~ri:ed to the Ministry in May 1997; their . 

reply was awaited as of December 1997. 

· · Pirem~h1ure leakage/seepage -Jin buildings :resulted! in special 
irep_aiirs alt a_n av~ichl1blle e;xpen~iture ofJls 91. 79 lakh . 

Technical accommodation of Research Centre Imarat (RCI) 

·constructed between 1-986 and 1990· at a cost of Rs 10.40 crore were 

... provided with water proofing treatment by specialist agency with a 

guarantee from 7 to 10 years. 

In June 1990 based on users ·complaint regarding 

.leakage/seepage in. one· technical building, MES inspected all the 

. buildings and found that most of t1!e technical buildings. were having , 

leakages/seer,ages. 
- . . - - -. - -

: - - - . - -

The 111atter remained under correspondence between MES and 

• Research and. Development (R&D) authorities from June 1990 to 

Decymber 1993 when R&D HQ ~rdered Board of Officers (Board) for 

assessing the work services for special repairs to roofs of buildings ih · 

technic11l area. The Boardassembled in July 1994 and identified the 
- - - - ---- ' . - - -- . - -

,'causes· of leakage as inadequate slopes and problems· oCwater 

percolating hisid~ the ducts and stressed. the- need for urgent r~p~lts 6f ·· 
perman~nt ~attire as costly, equipment/machines/computers 

housed in these buildings. 

86 

were 



l 5 tubewells were got 
dug by MES from 
HSM ITC at a cost of 
Rs 8-'.41 la kh. 

Out of the IS tubewell 
14 could not be used for 
water supply as these 
started giving excessive 
sand a nd mud. 

Accordingly, special repairs as recommended by the Board 

were carried out by MES between August 1995 and June 1996 at a cost 

of Rs 91.79 lakh. 

The Ministry stated in ovember 1997 that leakage occurred on 

account of disturbance of water proofing treatment due to erection of 

machinery/foundation. Ministry's contention is contradictory to the 

find ings of technical Board 'Who identified the causes of leakage as 

inadequate slopes and problems of water percolating inside the ducts. 

The fact remains that premature leakage/seepage in the building 

resulted in special repairs at an avoidable expenditure of Rs 91. 79 lakh. 

41. Premature failure of tubewells 

Failure of MES in pointing out sub-standard digging of 
tubewells by HSMITC before taking them over led to 
premature failure of 11 tubewells dug at a cost of 
Rs 56.43 lakh. Besides, an expenditure of Rs 36.63 lakh 
incurred on connected works had also been rendered 
infructuous. 

On the basis of a feasibi lity repo rt obtained from Central 

Ground Water Board (Board) and to cater to the water requirement of 

Defence establishments at Ambala, 15 tubewells were got dug by MES 

at a cost of Rs 84.41 lakh from Haryana State Minor Irrigat ion and 

Tubewell Corporation (HSMITC) between August 1992 and November 

1994. In addition, an expenditure of Rs 50.07 lakh was incurred by 

MES on execution of works connected wi th the tubewells. 

Out of the 15 tubewe lls dug, 14 costing Rs 77 .11 lakh started 

g1v111g excessive sand and mud within a period of two to twelve 

months of their completion against the expected life span of five to 

seven years. As a result they could not be used for supply of water to 

the troops. MES therefore, took up the case with HSMITC in February 

- March 1995 for rectification of defective tubewells. 
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. . After 4Jlalysing the tubewell data, HSMITC i11.November 1995 
.... · '• pointed . out ·• th~f histaifatioii . of motors of higher.' ccipacity and 

O'\'erpumping of tubewells ."were responsible ·for the.:·faUure .. of the · 

tubewells .. and asked CWE · to place an. order·< oh~ them for 

reparr/tecti:fication of defects: . CWE did notagree ~ith the findings · 

and· pointed out. that failure: offubeweUs was due to. inadequate. capacity 

. of compressor. used.for·developrrtent of bore holes and handing over of 
. . 

non-sand free .. bore holes to. MES an.d requested HSMITC to redevelop 

.. the tubewells free of ·c~st. .But HSMITC did not agffe as the same was 

not covered in the original . terms and conditions and asked for 

··· ~dditi~nal payment. In the. m~antime, in.january 1995 t~ee defective 

tub;\Vellswere rectified by MES at. a cost of Rs 232 lakh. · The 

remaining ii tUbewells: had ndtlie~ bee~ rectified/redeveloped nor the 

case initihted for. regularisation of loss as of May 1997. 

.., ._,_ .. 

Audit scrutini revealed. that the· depth of fourteen out of fifteen 
; •. :-. - - _.:. - 1 -_· - • /' -

tubewells dug 'by· HSMITC varied from 92 feet to 756 feet as against 

. 820 feet to 984 .feet recommended by the 'Board. Further, MES failed 
-~ - . .-- . . . - . ' -

to . point out tills ' disC(repancy as well as inadequate capacity of 

. c~mpressor used by HSMITC .fordevel~pnient of bore holes before 
taking ovettlie tubewells.. . .. 

Thus, failure of MES in 'pointing' ~ut sub standard digging of 

tube~ells by HSMITC andtaking them over led to premature failure of 

l ltubewells dug at a co.st of.Rs 56.43; lakh. In addition an expenditure 

. of Rs 36.63 lakh incurred . on connected workS has peen re11dered 
infnictuous~, ·. 

. - - -

. . .. The matter w~s r~ferted to ,the Ministry ih June 1997; their 

reply was.awaited as ofDecember1997. · 
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42. Extra expeirndlitmre due to im1tdlecisio1j1 iJrn selednllilg 

sHte 

-. Abnormal de fay _inn_ finalising site res'uUed in steep escafa.tRmn 
_of cost of the project cau_sillllg lin an extra expelllldllitmre off 
: Rs 68.00 lialkh. 

Headquarters Central Commang (HQCC) in December 1986, 

sanctione~ constructfon of accommodation for separated families of 

JCOsl<?Rs atDanapurat an estimated cost of Rs 50.21 lakh.· The work 
- - -

was released for execution in June· 1987 to be completed by December 

1989. In January 1988, HQ CC' pointed out that the proposed site of 

building was not as perthe approved zonal plan and required revision. 

The GE in May 1988 ·Clarified that the proposed site was as per the 

approved zonal plan -and required no revision. In June 1989, the GE 

_while reiterating his-contention stated· that the- Senior- Architect-who 

~isited the site had also confirmed his contention. Despite this,. the 

Command CE in December 198~-,- directed CWE _and -GE ,i~ •pian the 

execution of works as per existing sanction but based ori fovW"ed-siting. 

The sanction was also revised to Rs 96.25 lakh by Army HQ-in)mi~acy 
1992 to accommodate the change in site and cost escalation on account 

of delay. 

The construction of the _ accommodation was completed in 

_-··August 1995 at a cost of Rs 118.20 lakh. The covering sanction for the 

-excess expenditure was yet to be accorded (February 1997). It was 

however, noticed that the work was actually executed on the original 

site as confirmed by the GE in November 1994 and there was also no 

change - in the scope - of· the work except for a slight change in 

alignme~t/orientation of the building. 

Thus, abnormal delay in finalising site resulted in steep 

escalation of the cost of the project resulting in an extra expenditure of 

Rs 68.00 lakh. 

The matter was referred to -the Ministry in May 1997; their 

reply was· awaited as of December 1997. 
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43. NoID1.:.1111tiUsatimn of a· bullll.d-iing dhue to defe~~ive 

w rnr Jkmaltlls hip 

. Dllle c. to acceptaim~e of .. S1!llbsfandlanl . Wl[J)l!'Jk~ the bufiH<U.llll.g 
· ll!l[))Jmstiruircfodlnl!ll September 1994 at a. crn~t l[J)Jf Rs 59.6ll Ilaklhl was 
llying Ullllilltiilli.sed'. foir· _ll1!lOire _tlbimm · thireie yeairs foll" wa!lll11: o:!f 

; .irectftficaifon .. l[))f ·.·defects. . ResponsflbHfty for . accepfaimce of 

·r
1 
sanlbstamllaird w~rkwas yet to be fnxed . 

.The construction .. ofaschoolbuilding sanctione.din March 1987 

:was)nter alia inclu,ded ~n a pontract for.Rs) 7.77 lakh concluded by a 

CE in ,October 1988. The work for the sch_ool building which was to 

be completec:l by March 1991 got delayed and could not be completed 

ciespite extension granted upto 30 November 1991 and the contract was 

. c~celled in Juny l9Q3 at risk anci cost of the defaulting contractor. A 
. . . . . :··, . -

sum ofRs 9.61 lakh was.paid to.the co11tractor. 

, . 

The balance work was then awarded in August 1993 at a cost of 
-· - - - . . ,. .... · . : .. :_ 

· · . Rs 33.52 lakh and was completed in September 1994 at a total cost of. 

Rs 50 lakh. CWE informed the CE .in }\1arch 1995 that certain cr.acks 

had appeared in the building.'!-fid. users haq, therefore, refused to take· 

.oyer .the building till the defeets· were n~ctified. The defects have not 

been rectified so far. 

Thus, due . to· acceptance of substandard execution of \JV'.Ork by 

· MR.S, the bu,ilding co11structed. in September 1994 :at a c.ost of 

.. Rs;59.61 lakhwas lying unutilisedJor more than three years for want 

·of •. rectification of . defects.. Responsibility for ·acceptance ·of 

sub~ta11,dardwork was yetto be. fi:xed ... · 

i 
I ; . The matter was· referred t() the Ministry in April 1997; their 

I' .. , reply was awaited as.ofDecefi1ber 1997 .. , 

.~ 
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Inadequmte pressure i".d 
to lilon testing of pipes. 

Leaka~es and seepages 
_notftced il!LpipeUne; 

CJE'cancel.led ·the 
contractas_effor~s to get 
the w{>rk completed did 
not yi_~Idl any result. 

f' -'', 

- r ~. 

- e' ,_,. 

The <Jepot spent Rs 7.28 
lalkh In the absence of 
projected! water supplies. 

44. · Avoidl~bie ·expenidlitmr:e due tcudlelay in comp~etion 
of a con.tract 

- •Due to poon- pfa.nnftng al!lld faulty design; external wateir sMpply . 
fadlities ~oulldl.not,Jbe provided to troops even after iillll.CUJrrnng · 

· allll. expendill:mre of Rs 48~58 lalkh. · 

A._ Zonal Cpj~ February 1993 ent~red into a contract for 

Rs 37.14 lakh with a firm for provision of external water supply to a 

_ Depot-to be completed by August 1994 .. One of the conditions of the 

contract provided.· for testing of pipe lines at Hydraulic pressure of 18 

kg/cm2
. 

-The firm completed the entire work by August 1994 except 

· --_-testing- of the pipes which according to the firm could not be carried 

out as the pressure available in the pipe line was very very low and no 

booster pumps in between the lines had been provided. The firm 

requested that testing be omitted but this was not agreed to by MES as 

· a lot- of leakages and seepages were noticed in the pipe line. All 

-subsequent efforts to get the work completed by the firm did not yield 

any result, and the CE in March 1997 cancelled the contract and 

decided to conclude -a: risk and cost contract, which was yet (August 

1997) to be concluded. A sum of Rir 15.88 lakh was paid to the firm in 

addition to stores worth Rs ·32.70 lakh issued free. 

-In between the STE who exmained the work in December 1996 

; opined that the work suffered frol11 poor' planning and faulty design as 

the -working head provided was riot sufficient for testing the pipe lines 

at a Hydraulic pressure of 18 kg/cm2
• 

In the absence of projected -Water supplies, the depot authorities 

distributed drinking' water through. lorries to the personnel by incurring 

an expenditure of Rs 7.28 lakh. 

Thus; due to _poor planning and faulty design, external water 

supply facilities could not be provided to troops as of August 1997 

even after incurring an expenditure of Rs 48.58 lakh. 
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CE concluded contract 
after 3 year~. 

The matter was referred to the Ministry in June 1997; their 

reply was awaited as of December 1997. 

45. Inordinate delay m construction of an indoor 
gymnasmm 

Due to bad workmanship coupled with inadequate 
supervision of execution of work services by Engineers 
training requirement of Bengal Engineers Group and Centre 
could not be met even after a lapse of 10 years after incurring 
an expenditure of Rs 33.30 lakh. 

To meet training requirement of Indoor Gymnasium of Bengal 

Engineers Group and Centre, HQ Central Command in February 1987 

sanctioned the project for constructing a Gymnasium at a cost of 

Rs 28.42 lakh. The work was released for execution in November 

1987 to be completed by September 1990. The construction cost was 

revised to Rs 42.22 lakh in March 1993 due to provision of wooden 

flooring at a cost of Rs 13. 14 lakh not originally catered for. 

The CE after three years concluded a contract for Rs 23. 79 lakh 

in October 1990 which included Rs 3.27 lakh for wooden flooring to 

be executed by January 1992. In December 1991 due to non

availability of schedule 'B ' stores and non-finalisation of design of 

floor for t.he Gymnasium hall, the CE granted an extension upto 31 

May 1992 for the completion of work. 

Rupees 3.27 lakh provided in the contract for the wooden 

flooring was found inadequate due to escalation in timber prices. 

Accordingly, in October 1993, a work order for provision of wooden 

flooring at a cost of Rs l 0.09 lakh was placed on the same contractor. 

The contractor intimated in December 1994 completion of the 

work but the same was not accepted by the Engineers on account of 

defects in the timber flooring due to bad workmanship, inferior quality 

of timber used and inadequate ventilation. 
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A Technical Board of Officers which assembled in August 

1995, concluded that the contract had not been administered properly 

and there had been a definite failure oil the part of executives. A sum 

of Rs 33.30-lakh had been paid to the contractor but the work had not 

· been certified by the Engineers as having been completed as of 

September 1996. 

Further, no progress had been made for the rectification of 

defective works so far and to fix responsibility for the failure on the 

part of executives. 

Thus, due to bad workmanship coupled with inadequate 

supervision of e~ecution · of· work. services by Engineers, training 

requirement of the Cen,tre could not be met even after a lapse of more 

than IO years and after incurring an expenditure of Rs 33.30 lakh. 

The matter was · referred to the Ministry in April 1997; their 

reply was awaited as of December 1997. 

46. Avoidable_ expenditure due to improper 
construction of a boundary wall 

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

Failure to provide vent-ways for proper passage of w2ter in 
original contract resulted .. in avoidable expenditure of 
Rs 19.24 lakh. 

A Zonal CE in May 1988 awarded a contract for Rs 94.78 lakh 

for the construction of· boundary wall around the Technical area at 

Hashimara with date of completion being May 1990. Extensions for 

completion of work were granted upto August 1993 on account of non

availability of pipes, delay in up-rooting of trees, working in difficult 
altitude, sinking of double hume pipe in culverts due to rains etc. 

In July l 993 when the work was nearing completion, a portion 
of the constructed boundary· wall :measuring about 2-3 kilometers -

collapsed. A Board of Officers set up to assess the damage which met 

in October 1993 opined that the boundary wall was sheared off at the 
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ground level due to water pressure and fast current of the floyving 
water. 

As the reco11struction' cost (Rs 12.32 lakh) of fallen boundary 
:, . -

wall was exc.eeding the deviation limit of the contract, the CE 

I / conclµded a~co11tractf~r R~.4,77·1~-in N~veillber 1994 with the same 

. ! 1 contr~ctor by making·provisioiis for·ventway~ for passage of water to 

:, . . ;avoid recur~ence of such damage to the waU and flood. The work 

· i ·under both the contracts were completed ih March 1995 at a total cost 
i . -: . . ' 

! .. 

I· 
! . 

. ' 
I 

1-. 
I 
I 

. : ··-

of Rs 1.38 ~rore aiid extra expenditure as per financial statement 
prepared. by :OE worked. our to Rs.19.24 lakh .. 

'i 
The fMinistry state~. iri. August 1997 that the vent ways for 

. passage. of water were provided. to avoid occurrence of such damages .. 

as these were required because of ground conditions after occurrence of 

flood .. The additional expenditure of Rs 19 .24 lakh was attributable to 

natural calmhlty of flooding due 'to unprecedent rains. This contention 

of Ministry· was not tenable as suitable preventive measures were 

·required ... 'to be ·assessed and provided for acc()rding to ground 
conditions . 

· Thefact,·however, ·remains th~t the failure to prnvide vent ways . . . 

··for ·proper· passage:. of water in· the original contract had resulted in 
· avoiddble d:peiiditure ofRs 19.24 lakh. · · 

· failure of MES to synchronise internal and external work 
services. with the · construction of residential accommodation had 
~. . . . ·. - .· . . ,·. . 

.· resulted.in non-utilisation of accommodation constructed at a cost of 
· Rs3.39:~~ore in the following two ~a;es: . " - : ;. . -: ' . - ' . .-. 

.. 1 •.. ·• . .. 

I 
I 
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HQ N((: sal!lldiol!lled . 
constl!"1lllctiol!ll of 72 
quarters for officers. 

56 quarters completed in 
May ].990 lbut Jrnot 
occupied lby users due to 
Jrnon-avaiialbmty o.f basi.c · 
amenities atthe location. 

16 quarters completed in 
Novemlber 1993 had also 
not !been occupied. 

.. ' 

47" NoIDHJHcicupattfo!Ill of mairHedl. offn~ets qllllairters dllllle to 
fal!lllfy p!anning 

)B'aulty, pilatRnllllllllllg/WJrl[J)llllg Sle«j]lUHel!lldllllg ·of tJbte WO!t'Jk services Jlla((]! . 
Ires1ll!Hedl Jlim 72 quairlteirs cons1tlr1ll!dedl mowe ltlhlallll ttlhl:ree fo snx · 
j years baclk. not being Jpnrnt to llllSe :resulltftllllg ftn an illllvesttmmeimt of 
~Rs 249.4(]) Halklhl remalilllling id!Re -besides avoiidta!Me paymel!llt olf 
Rs 13 hulkl!n _ fowairds l!nilre clht211rges l[])f at!!commodaltfol!ll. frollllll • 
Aplrftl 1990 fo Ma!fclhl.1997. · .. 

To solve the problem .of acute shortage of accommodation for 

married officers of a newly raised cantonment, HQ Northern Command 

(HQNC) sanctioned four works (three in November 1986 and one in 

August 1987) for construction of 72 dwelling units at a cost of 

Rs 198.43 lakh . 

. The contract for construction of 56 quarters covered under first 

three works was concluded by a CE with a contractor in September 

1987 for Rs 128.83 lakh with date of completion as November 1989. 

According to the Department, the contractor had completed 95 per cent 

-of~ork by December 1991. However, a~cording to the contractor, the 

-. buildings were completed by him in May 1990 at a cost / of 

Rs 180 ~7 4 lakh but collld not be taken over by the department, initi~lly 
because of non-availability of water arid electricity and subsequently 

. becaus~' of user's unwillingness as neither amenities like shopping 

centre, schools, medical_ facilities nor private conveyance were 

avaifable at the location of 'the quarters. This is corroborated by the 

fact that the work for external services and other-than-married 

accommodation (OTM} was sanctioned for Rs 696.90 lakh by Ministry . 

· betWeen· March 1988 and March 1992 i.e~ rriuch after the sanction of_ 

niatried accommodation, and were completed between October 1994 · 

and April 1997 at a cost ofRs753.12 lakh. 

. . . 

The last work for construction of 16 quarters was also -awarded 

by the CE to the same contractor in April 1988 for Rs 41.56 lakh with 

date of completion as May 1989~ The work completed in November _ 

1993 at a cost of Rs 57.3618.kh had also not been taken over as of 

March 1997. Geysers and furniture items acquired between March 
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Wrnrlks were llll![)t 
saihlctftomieidl ftim tllnefr 
Kogft~all oridleir . 

--.,-:-

:.f·: 

.Collllstwundimli of sfillllglle. 
accommoidl~tftollll foll" . 
Adlllnn11ta~ns '~irD.oi N ~vnki , · · i · ·. 
Wlll§ tolllliljpilleteidl st a(cosf I 
oflRS-89~22-·Il!iilkni-niin:~. · ._ii -

September :1t'9195. ! 
I 

<J990and May 1994atatotal costofRs 11.30 lakh for installation/use 

. in thes,e buildings were also lying idle. 

- -. . .. 

It was seen that .the. works_ were not sanctioned in their logical . 

order viz. first external services, ihen · OTM accominodatiori, . next 

- married acconimodation for JCOs/ORs and finally married 

:accommodation for:officers. -
- - - . , -· . ·-. _· ·.. .···, . -

-- Thus, faulty. planning/wrong _ ~equencing of the work serVi«;~s · . 
- had resulted in 72 quarters constructed more than 3. to 6 years back not 

. - - . 

being put.to use resultingin an.investment of Rs 249.40 lakh remaining_ 

idle besides avoidable ·payment of Rs 13 Jakh towards hire charges of 

accommodation fro:tn April 1990 to March 1997. 

The matter :was referred to the Ministry in June 1997; their 

reply was awaited as of December 1997 .. 

Fmftlilnre· of Mfll!Ilistcy/MES-fo syincllnJromise water 2mll eieicttftdty · 
seirVkes. · wRtl'm · -the constir11J1C1tiiniim of tlhle Jresfrdentilall · 
accl[])mmmfatftrnm · i l!und - Jresudted - hll . no!m=Ulltamiatfo111t l!lllt". 
·acctbmmrnrll~tftm1 constirlUlded ~ta cost.of Rs 89.22 fa.lk.l!ll. · 

The.· Ministl"Y .- a~cord~cf~ sanc~ion in February 1992 for 

const~ctfon of si~gle accommodation for 12 Adhikaris and 93 Naviks 

"of a. Ctiast Guarci Air ·stafion,a( a cOsfof.~s. 61.06 lakh. The work was 

completeditrSeptember 1_995 ata·~ost ofRs.89.22 lakh after obtaining 
financial concurrence (FC), -- . . . . 

i: .. ·': --

i 
r The sanctio11 fodhe said accoriunodation did not cater for water ._ :; ·" 

. Allllotllner Sllllllldnolffi was. . . J . _ - and electri~ity sµpply and another sanction WCl~· therefore, acco .. r3ed by 
aiccrnrdleidl for watew alllldl i. · • · · · 
eile~twftcnty~stllneoirllgfo~nl- - .. Coast (Juard' HQ jn -March- 1994 .for ·Rs7Ch58)akh. amended to 
saiiUdfollll.dlndl llllot~afoll' fof ~s 72:.901~ -in Au.gus.t' 1994 ·.which i~ter-alia provided for sewage 
t~e'sam.e.· . · . · l 

. i -·-. disposal and 1VI:J:!:S k~y personnel quarters. . . 
I 
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JP'art ofexternall 
eBectJrifncation annd water 
supply cmntli'acted built· 
yet fo lbe complleted. 

. 'fllle lbalannce work of 
externail electri-ficati.onn 
and watu sUllppiy was 
yet to be complleted. 

MSEB. informed all HT. 
consumers tllle new 
concessiorts in '.farift 

· · A contract for part of external electrification and water supply 

was accepted by the CE in October 1995 at a cost of Rs 48.30 lakh 

. after obtaining FC. The work which was due for completion in August 

· 1996 was yet to be completed (November 1997). 

· .. ][n respect of· balance work relating to external electrification ·.· 

and water supply, the CWE in February 1997 concluded a contract for 

Rs 16.98 lakh and the work was yet to be completed (November 1997). 

.. Thus, failure of Ministry/MES ·to synchronise provision of 

water and. electricity services with the construction of the residential 

accommodation had resulted · in . the accommodation completed m 

September 1995 at a cost of Rs 89.22 lakh lying um1_tilised. 

The matter was referred to the Ministry in March 1997; their · · 

reply was awaited as of December 1997. 

· -. Av((])idable payment of ell.ectrlidty charges •· . 

Delay in taking timely action by ·MES resulted in avoidable ... 

payment of electricity charges to the tune of Rs 1.64 crore in the 

following three cases : . 

..~-

-.-
' 

49. Avoid~b~e payment due t([) deRay imt 2vaH.Rillllg of · •\ 
·collll.cessiioillal tar'Rff 

ii ][)eRayed: mctfoim .· of MES llllll ~avanlling. of. crnrncessitm. fo fa,r_Jiirlf .• .• •. . 
resuited in· avondalbHe payment of Rs :Il.18.33 llalklhl ltowanl!s. 

In October 1994~ MSEB infonned all the High Tension (HT) 

>consumers in ·Pune Urban Zone that a -new.tariff effect~ve from July 

1994 had been introduced for ~11 HT connections separntely ·· for . 
·· residential and commetcial buildings: The new tariff introduced two · · 
concessions viz .. lower energy charges . in respect of domestic. . .. 

· connections and dispensing with levy ofdemand charges . 
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Delay in getting HT 
connections re-classified 
as domestic by G Es 
resulted in excess 
payment of 
Rs 118.33 lakh. 

An examination of availing of the concessional tariff at Kirkee 

revealed that there were six HT connections for domestic use. 2 fo r 

non-domestic and 3 both for domestic and non-domestic. Of these. the 

concerned GE got 5 HT connections re-classified as domestic and 

brought these connections under concessional tariff only from 

November 1995, 3 connections (one domestic and two having mixed 

load ) were got reclassified only from June 1996. Similarly. three GEs 

at Pune also got reclassified five HT connections as domestic between 

April and June 1996. The GEs had by that time made avoidable 
payment of Rs 11 8.33 lakh for these 13 connections. 

The Ministry in October 1997 stated that MSEB letter of 
October 1994 regarding the new tariff rates was not received by If ES 

and somehow copy of the san1e was obtained in November 1995. The 

contention of Ministry was not tenable as levy of concessional rates 

from Defence establishments was discussed duri ng Civil - Mil itary 

liaison Conference held in October 1994 and accordi ngly the 

Command CE in October 1994 itself directed all the Zonal CCs to 

interact with State Government to achieve the concessional tariff. This 

indicates that the case was not properly pursued by MES after the 
liaison conference. 

Thus. delayed action of GEs in avai ling of the concessional 

tariff resulted in avoidable payment of Rs 118.33 lakh. Responsibility 
for the lapse was yet to be fixed (October 1997). 

50. Avoidable payment of electricity charges 

Delay in taking timely action to reduce the installed capacity 
of transformers by MES resulted in avoidable payment of 
Rs 28.03 lakh 

In May 1993 PSEB amended the tariff according to which 
monthly minimum charges were to be based on the installed capacity 

of transformers instead of maximum demand load as per agreement. 

As the installed capacity of the transformers at Faridkot 
'-. 

Cantonment was 4425 KV A against the maximum demand of 3120 
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The Zollllal! CJE.asked•the 
COllllcerned AGE in 
September ll993 to get 

. •the installled capacfttyolf 
fransformers .. redluced. 

JBy the. time tlbl.e work . 
regarding .· 
slhifting/removan of 
trallJlsformers was 
completed, an excess 
~ayment of Rs 28.03 lakful 
had beellll made. 

.. - _. ... 

KVA · as per agreement, Zonal CE asked the concerned Assistant 

Garrison . Engineer (AGE) in September 1993 to get the installed 

.. capa9ity oftransformers reduced . 
'- .. o 

The J11atter regarding reduction in .the number _of-transfonners 

remained under correspondence between various MES. authorities from 

October 1994 to July 1995 and finally a Board of Officers (Board) was 

co11vened in. August 1995 t() examine the issue. The Board fourid that 

the actual··- installed capacit)r of transfo~ers was 5525 KVA and 

recommeri.ded reduction of 2150 KV A. 
··'.' 

On completion of the work required for shifting/removal of 

transformers, AGE in April 1996- ·applied to PSEB for reduction of 

installed capacity of transformers from 4425 KV A to 3500 KV A. The 

reductiOn proposal was yet to be approved by PSEB. As a result, an 

excess payment of Rs 28.03.lakh had been made from May 1993 to 

February 1997, 
··..::· 

CE stated m May 1997 that the Board recommended the 

reduction to 3375 KVA but the same could not be carried out 

practically and finally the reduction was only to 3500 KV A which 

resulted in excess payment of Rs 28.03 lakh to PSEB. The CE, 
however; did not .. mention . the reasons for not carrying out the 

- reduction; 

Thus, delay in taking timely action to reduce the installed 

capacity of transformers by MES resulted in avoidable payment of 

Rs 28.03 lakh. 

- The matter was referred to_ the Ministry in June 1997; their 

reply w:as awaited as of December 1997: 

r 

99 

'·',., 



51. Excess payment of electricity charges 

Despite E-in-C's instructions to avoid excess payments on 
account of electricity charges to State Electricity Boards for 
exceeding contracted demand a GE paid penal charges of 
Rs 17 .52 la kb. 

The Ministry in A TN on paragraph 78 of Report No.8 of 1991 

and 77 of 8 of 1993 of the C&AG, Union Government Defence 

Services (Army and Ordnance Factories) regarding Excess payment of 

electricity charges to State Electricity Boards for exceeding contracted 

demand etc. stated that suitable instructions had already been issued by 

E-in-C in February 1991 and June 1993 to all concerned to avoid 

excess payments on this account by reviewing the agreements by CEs 

once a year. 

Despite issue of above instructions a GE failed to review and 

initiate timely action to get the contracted demand enhanced and paid 

penal charges amounting to Rs 17.52 lakh for exceeding the contracted 

demand between March 1991 and June 1996. 

The matter was referred to the Ministry in June 1997; their 

reply was awaited as of December 1997. 

Other Cases 

52. Loss of revenue 

Contrary to Ministry's ~nstructions Station Commanders 
increased the scales of free consumption of electricity by 
JCOs/ORs which bad resulted in revenue loss of 
Rs 12.61 crore. 

The Ministry issued instructions in May 1983 that ceiling on 

free consumption of electricity in respect of JCOs/ORs already fixed by 

Station Commanders as on 1 January 1983 would stand frozen and 
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were not to be increased without prior concurrence of Ministry of 

Finance (Defence). 

Test check of records at 26 stations revealed that despite above 

mentioned instructions, all the Station Commanders increased the scale 

of free consumption of electricity of JCOs/ORs without prior 

concurrence of Ministry between January 1984 and December 1994 

resulting in revenue loss of Rs 12.61 crore upto July 1997 as per details 

given in Annexure V. No action to fix responsibility was taken. 

The matter was referred to the Ministry in July 1997; their reply 

was awaited as of December 1997. 

53. Payment of conservancy charges 

In the absence of nominal roll/details of employees actually 
deployed for conservancy services by Cantonment Board, the 
genuineness of the payment of Rs 897.71 lakh made by 
Station HQ could not be verified in Audit. 

Station Commander Delhi Cantonment who is also Chairman 

of Delhi Cantonment Board, in June 1996, entered into a contract with 

Cantonment Board, Delhi (CB) for provid ing conservancy services at a 

payment of Rs 1.38 crore during 1996-97. This included inter-alia pay 

and allowances of 379 Safaiwalas and 32 Supervisory Staff. Area 

Accounts Office paid Rs 13 7 .54 lakh against the contract. 

Audit scrutiny revealed that Rs 11 5 lakh had been paid to~ards 

pay and allowances of conservancy Safaiwalas and Supervisory staff 

but the Station HQ failed to produce the nominal rolls/details of the 

employees / actually deployed by CB for providing the required 

conservancy services to the Cantonment area. 

The M inistry stated in November 1997 that the payment had 

been made by Station HQ to CB as per provision of the conservancy 

agreement. The CDA who made the payment, however, stated in 

November 1997 that the contract agreement lays down the quantum of 
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Safaiwalas employed on the particular job and there does not appear to 

be any provision for providing nominal roll but to ensure correctness 

and effective control over expenditure, provision should be made in the 

agreement to provide the nominal roll of the staff deployed on these 

duties. 

Further scrutiny of the case in 20 Station HQ revealed that 

Rs 782.71 lakh as per details given in Annexure VI had been paid 

towards pay and allowances of Conservancy Safaiwalas and 

Supervisory staff without obtaining nominal rolls/details of the 

employees actually deployed by CB for providing required services. 

Station HQ, Ferozepur, however, made the payment after obtaining the 

requisite details. 

Thus, in the absence of supporting evidence, genuineness of the 

payment of Rs 897. 71 lakh could not be .verified in Audit. 

54. Avoidable expenditure on construction of single 
officers accommodation 

Preparation of incorrect accommodation statement had 
resulted in avoidable expenditure of Rs 429.10 lakh on 
construction of 96 quarters in addition to the cost of 
construction of 48 quarters. 

Based on deficiency of 122 quarters assessed by a Naval Base, 

Headquarters Southern Naval Command Cochin (HQ SNC) issued four 

sanctions between March 1987 and March 1988 for construction of 96 

Single Officers accommodation at Cochin (Station) which were 

eventually regularised by the Ministry in July 1993 by issue of a 

consolidated sanction for Rs 366.06 lakh. The construction of quarters 

was completed in March 1994 at a cost of Rs 429.10 lakh. 

During Audit scrutiny it was noticed that as against the 

requirement of 250 single officers quarters, 320 quarters (272 existing 

and 48 under construction) were available. Despite the station already 

having an excess of 70 quarters, a deficiency of 122 quarters was 

102 

• 



.. assessed by the Board on the basis of 80 ·quarters as existing and 48 

under CQnstruction as ~hown in~the accommodation statement. 

The HQ SNC in July 1997 while admitting the facts stated that 

durifl:g peakperiods of training strength of officers goes upto 380-400 

leading to sharing of accommqdation. The contention of HQ SNC is 

.. not tenable as scales ofaccommodation do not provide construction of 

quarters on these grounds. 

Thus, deficiency at' the stati~n worked out on the basis of 

incorrect accommodation . ~tatement had resulted in avoidable 

expenditure of Rs 429.10 lakh on construction of 96 quarters in 

addition to the cost of construction of 48 quarters which was also 

avoidable. 

The matter was referred to the Ministry in July 1997; their reply 

·.was awaited as of December 1997. 

· 550 · : Extra : ·expendituil!"e · dm~ to acceptaimce of llniglbie\r 
ll"ates 

Coimcllil!sirnm olf C®llllth11ds at hnglbl.eJr irates !by ttlbe CJE for slimiHiaur • 
wmrks·· at same. ffatioim · iresudted·. illi ·extira expe1md!itlllure of 
Rs JJ.I[) CirOirfo 

Separate tenders for replacement of.Central Air Conditioning 

.. Plants. at WECORS; Naval Dockyard _and INS Karanja at the same . . . 

station were received by a CE in April 1996. Contract for the work at 

· N: aval ·Dockyard was . concluded with a firm for Rs 2. 86 crore in June 

1996 and for the work at INS Karanja for Rs 1.99 crore with the same 

.··firm in July 1996. 

Scrutiny of the rates. accepted i11 both the contracts revealed that 

·.the rate fo~ the work at Naval Do~kyard worked out to Rs 54,444 per 

... t9n capacity of the pl~t and that for INS. ;r<aranja Rs 36,267 against 

.· Rs 40,QOO .:- 45,000 prevailip.g in other zone~. 

- _,_. 

CE, . So\ltlwm,-C()i.nmat14 sta!ed,, that no market -analysis was 

pre!Ja'.l"~d. ~d the tend~r- ~~s a~cepted based on Estimate Data ·rates 
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. meant for lower tonnage of plants which are invariably on higher side 

. i:ind, a~ceptarice •'of.· higher' rates. resulted in extra expenditure of 

. Rs' 1.10 crore. ··. 

Thus, acceptance of the higher rates for the work at Naval 

Docfyard resulted in extra expenditure of Rs 1.10 crore. No action to 

fix responsibility for acceptance of higher rates was taken. 

The matter was referred to the Ministry in June 1997, their 

reply ~as awaited as. of December 1997 .. 

J . . . 

· 56. Extll"a expeIDJ.tllfttl:11llire tllue tl:o wrrong p!repairatfolill ([])f 
teimrl!eir 

.Tlbe ft!!ll.~~1!llsfo~ .· ({])f 11ll.JID.211ll!~llnl{])Irn§edl D.tem nHll the telilllllltell"s · foir 
· iconnstrill!dnol!l ··:of· m~Jf'irftedl atec([])mm([])dlatfollll for oifficers .· aimdl . 
anr!l1lllellll at-· Srfirrnagar · ifod\ fo a!lll . extra experrndlitU11re ({])f 

· Rs ]J{))]..23 llalkh. . , 

The Ministryin·March 1988 accorded sanction for provision of 

marri~d· 'acco~modation. for officers and· airmen _at Srinagar_ at an 

estimated cost of Rs 28L31 lakh to be completed by November1990; · 

The lowest tender received by· a CE in May 1989 for. 

Rs 224.62 lakh exceeded the tolerance limit of the amount. of 

Rs207:551itkh provided in the administrative approval. The case was, 

: 1 · . . therefore,~·referred _to E-in-C- in June· 1989 for obtaining financial 

I 
, I 

· . concurrence (FC) .. · The Ministry did, not accord FC on the plea that 

certain items of work costing RS 6.05 lakh included in the tender were 

neither authorised nor: covered' 11nder · the sanction. Ministry in 

Dec~mber 1989 advised· CE for retendering in accordance. with the 

proviSions contained . in the sanction; . Accordingly the work was 

·retendered.- three 'times between May 1990 and ) an:uary .. 199 L by 
. - . excluding the work of external electrification and finally. a contract for 

Rs 297.72 lakh was concluded in May 1991 by CE ... The work \\'a~, 
completed in June 1996. The work of external electrification was 

completed fo·August 1995 through·-another contract concluded in May 

1992 for Rs 22~08 lakhs. 
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A Board was ordered in 
October 1995 to identify 
ACs installed at 
unauthorised locations. 

104 ACs costing'Rs lS.31 
lakh were a1;tti'ally - · · 
installed at unauthorised 
locations. 

- . 

Thus, wrong preparation of original tender led to an extra . 

expenditure of Rs 101.23. lakh besides depriving house facilities to .. 

officers/airinen for 6 years due to.delay in completio.n of work. 

. While accepting the facts the Ministry stated in July 1997 that 
. . ' 

. the extra· expenditure _was due to unexpected insurgency that errupted 

in the valley during the period when second and subsequent c.alls were 

. issile~ ·for tenders forcing the contrac~ors to opt for higher. rates and 

poor response from . contractors. . .This contention was not tenable 

because wrong preparation of tender at the -initial stage led to 

. subsequent retendering. 

57. Unauthorised use of air conditioners 

104 ACs costing~-Rs-48.31 lakh were installed at u.llllautho!t"istedl 
locations resulting· in avoidable expenditure of Rs 49094 Ralldn . 
being incurred on electricity consumption . 

. Scales of Accomm9dation for Defence Services stipulates the 

authorisation of aii-"'conditioners (ACs). for various types of Defence 

' accommodation.· Station HQ Bhatinda. ordered a Board of Officers 

(Board) in October 1995 to identify ACs installed at un-authorised 

locations. 

The Board brought outin November 1995 that out of the total 

holdin.g of 137 ACs purchased between February 1986 and March 1995 

at a total odst of Rs .21.22 lakh,. 79 A Cs valued af Rs 15 .20 lakh were 

installed at unauthorised locations, 42 were at authorised installations 

. and the remaining 16were unidentified. 

Further, Audit scrutiny of the irregularity in concerned GE 

· revealea'in September 1996-that out of 42 ACs shown as installed\at. 
. I 

. authorised locations; 25. A Cs costing Rs 3 .11 lakh were actually 

installed at unauthorised locations. 
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eiedir'ncntyccmsunmptn~llll · .•. - -. 
alt !1e {)llll ,t~e ll.04-AC(: . 
imautl!wirllsedily ftmtstail.Iledl 
worked i:mtfoRs 49;94··· 
lakln. 

· The expenditure on electricity consumption alone on 104 ACs 

unauthorisedly insta1led. during f ebruary 1986 to August 1996 worked 

out as Rs 54.26 lakh of which Rs 4'.32 lakh was recovered from the 
· . concerned · officers_. In .; addition expenditure on their 

maintenance/repairs· was also incurred. 
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Thus, installation ·of 104 ACs costing Rs 18.Jl lakh ·at 

unauthorised locations between >February 1986 and Marcq 1995 

resulted .jp_ avoidable expenditure ·of. Rs. 49.94 lakh on electricity 

.constimption tilLAugust 1996; Action to fix responsibility for 

·providing A Cs at unauthorised locations was yet to be taken. 

The matter was referred to the Ministry in June 1997; their 

reply was awaited as of December 1997. 

Di~iu!Ilgirflg the details ·or· tlbi~:. bids rec~ived iln :respol!llse fo a 
tel!lldeir to the repireseimtative of the firm by SSW befoire issue 
of accept1aumce letter iresultedl nn extra avoidable 'expenditruute off 
Rs 241.53 fakb., . 

'. ·~'· 

A Zonal CE received fenders_ for prov1s1on of other· than 

Married accommodation, at a stationjn November 1995 and the lowest 

tender of firm 'X' for Rs 126.55 lakh was accepted on 11 December 

J995. 

As perE-in-C's instructfon, tender shaH be a secret document 

_ tilL issue -of acceptance lette~. It was noticed that the firm X's 

-. representative on 11°December_1995 ,before acceptance of the tender, 

contacted SSW in CE's office to ascertain the status of their tender and 

· c.- ·.on-ascertaining-the difference between the lowest and second lowest 
. . 

··.·got.confused, whether-theirbffer was reasonable for the execution of 

'work;and ~evokecftheir ~ffer vide letter. No. nil da~ed 9 December 

1995, one copyofwhich).vas dellvered;.by hand inCE's o'ftice ~11Jl• 
. December 1995 and another copy was sent through Registered P~st on 

11 necember 'i 995, which . was received in CE's office on. 12 
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. Despit~ 
recommendations of CE, 
no action was taken 
againstthe erring firm. 

Retendering resulted in 
·extra e~pen-diture of 
Rs 24.53 Ia){ln. 

The IOwest tender 
though foU:rid reasonabl.e 
.could not be accepted 

. ·due to non-receipt ofJFt. 

December 1995. Thoughthe letter of the contractor was received after 

the acceptance of the tender, yet the CE accepted revocation. 

The CE recommended to HQ Western Command in January 

1996 for the downgradation of the firm ~X' from class 'A' to 'B' for 

committing the technical offence in quoting unbalanced tender and 

suspension for issue of tender for one year but no further action was 

taken. 

Tenders for the work were again floated by CE in February 

1996 . by excluding two buildings, as these were not required by the 

users and in respect of the sprinkler system specialised tender was to be 

called, separately. The . l()west offer of firm 'Y' amounting to 

R~) 17.30 lakh was. accepted in March 1996-. A comparison of 

accepted tender of firm 'Y' with the lowest offer of firm 'X' which was 

subsequently revoked revealed an extra expenditure of Rs 24.53 lakh. 

Thus, divulging the details of the bids received in response to 

tender to the representative of Firm 'X' by SSW before issue of 

. acceptance letter resulted in extra avoidable expenditure of 

.. Rs 24.53 lakh. No action to fix responsibility for the lapse was taken 

as of May 1997. 

The matter was referred to the Ministry in June 1997; their 

reply was awaited as of December 1997. 

59. Extra. expenditure due to delay in accordlhng 
financial concurrence 

Faihn-e to obtain financial co:mcurrence withi1m ··the vmllidlity 
period of the fowest tender,. in the second call had fesultedl ftn 
.extra expemd!itmre of Rs 20.02 Kalkh besides_ causing a. defay of 
two and a half years in completion of the work theireby 
resultillllg illll hardship fo JCOs/Hav/ORs of the Army. 

Against a sanction accorded by Army HQ in November 1989 

for provision . of married accommodation for JCOs/Hav/ORs at 

Sn~agar at an estimated cost of Rs 111.15 lakh, the lowest tender for 
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Rs 126.32 lakl} received by a CE in May 1991 was not accepted rates 

· · being· higher. ·Jn June 1991. tenders were issued for the second time and 

the lowest tender received· in August 1991 for Rs 123.07 lakh was 

foiu;id reasonable buf G_ould not be accepted due to non-receipt of 

· Finansial Co~9urrence (FC) within the .v~iiditY period of tender L~., 
upto Decenibq 1991. 

· Tende~s were subsequently issued on three more occasions but 

could not.be a~cepted due to higlier rates and lack of response from the 

tepderers . 

.·• ~- .: 

. The lowest tendered amowt of Rs J 37 .15 lakh received in the 
· .·.sixth ~all in December 1993 was consider6d. teasotiable butthis ·aiso · 

. could not be '.ac.cepted due to non-'receipt of FC ·within the' validity 

period. The; second lowest tender for Rs 143.09 laldi was finally 

accepted after. obtaining FC and the contract was concluded py CE in 

June J994. 

. The d~; while ac~epting the facts; stated in May 1996 that FC 
- ~: 

which $hould have ilormally been givep. within a period of two months 

as per standard norms and as the cqntractor refused to extend the 

validity beyorid 31 December 1991, the · tender for Rs 123. 07 lakh 

·. could not be finalised .. · ; . 

. Th.t1s, 'non-finalisation.of FC within the validity period· of the 

l<:>west tender, in the secon_d call had res~lted in extra expenditure of 

. : Rs 20,Q2 lakh. besides causing a delay of tWo and a half years in 

completion of the work thereby·resultingin hardship to JCOs/Hav/ORs 

of the Army. 

The l\tj:ini$try accept~d the. facts i1:1 December 1997 . 
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· Quna!l"tel!"§ C«J)llll§tll""Oidted iaift a -C0§1t «Jl[ JR§ 17.'87 R~Jklhi Wtell"te Ilying 
URllll«Jlccupied §Rl!llce Septtelllillbter 1993 i'elllldrerftllllg the expe1mdliture 
llllD.fll"lll!itf llllt 

Based on the approval of E.,;in-C, a Corps HQ in October 1991, 

-accorded sanction for construction Of 4 Type IV quarters for civilian 

officers of MES at Agartala at an estimated cost of Rs 17. 51 lakh. The 

construction of the quarters was completed in Sep~ember 1993 at a cost 

of Rs 17 .87 lakh. The- quarters though taken over by MES m 

Septeniber 1993 were lying vacant and unutHised. 

· - CE stated in December 1995 that the quarters reinai?~4 _· 

unoccupied due to non:..shifting of GE's Office to its newJocation ~tthe< 

salin.e station and the three officers for whom the quarters mean~ ·were·_ 
provided Defence _pool quarters available at the station. It was, 

however, noticed that GE's office had shifted to its new location in 

May 1996 but the quarters were lying vacant as of October 1997 as 

concerned officers still continued in occupation of quarters provided 

from Defence pool. 

The Ministry while accepting the facts stated in October 1997 

. that the prevailing security situation is not conducive to personal safety 

of the concerned officers and their families to live in the new· location. 

· This· contention. of the Ministry was not tenable as security aspect was 

required to be ensured before selection of the site for construction of 

the quarters. 

Thus, the quarters constructed at a cost of Rs 17 .87 lakh were 

lying unoccupied since September 1993 rendering the expenditure 

unfruitful. Further, possibility of deterioration in their condition due to 

prolonged non-occupation also cannot be ruled out. 
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· 61~ Imifruetuous .e~pendlntuir~' .-~l!ll .:- a )m~lrn;;;f~;$~til~iia~ ··· ,_- · · -1aHof*t~ry ~: · · -· 
. . 

Dedsfon to _ shift - the Habmratrnry · from Jammllll21gair to 
· · Ahmedlaba~. without ensuring the avaH.abmty of adlteqllllate 

accommmllatfon . !resulted . in inflructmJllillS expel!lHdlJit1ll!Jre ([))f: 
. Rs 26. 77 fakh. . . 

. . , 

.· E-in-Cs ·!n the ~e-organisational 'plan of .December 1991, 

ordered shifting of a Zonal Laboratory (Laboratory) meant for 

exercising quality control on material and standard of workinanship 

from.Jamnagc;i,r to Ahmedabad. The laboratory was equipped with test 

equipments valued at Rs 4.14 lakh as well as officers and staff. 

Though shifted to Ahmedabad in April 1992, the laboratory 

was not functional as of July 1997 even after a lapse of over five years 

due to shoqage of accommod1;1tion.· .Test equipments were also not 

_available as they were yet to be· shifted from their earlier location. In 

th_e meantime a total expenditure of Rs 26;77 lakh was incurred on pay 

. and allowances . of officers/staff,> stores and misceHaneous items 

bernreen Aptil 1992 and Se~tember·1996 .. 

·. The -Ministry stated ·in July 1997 ~hat the equipment of the 

laboratory 'Yere lying at Bhuj and Jamnagar. and could· not be shifted 

due to shortage of accommodl\ltion. 

Thus, the decision to shift the laboratory from Jamnagar to 

Ahilled1;1bad· without ensuring . the availability of adequate 

accommodatiqn, had resulted in ·. infructuous expenditure of 
. - Rs 26. 77 lakh. 
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620 Infructuol!is expenditmre oiIB Hin.port of higlrn speed 
video recrnridling system 

A system nmpoirted at a ~ost of Rs 34J.3 lakh lbec31me dlefodnve 
wftthlin a shoirt period and was Hyii.ng out of o:rdleir sillice 
J 31n llllary 1993. · 

Against a contract placed with a foreign firm in February 1990, 

ARDE, received in April 1990 a high speed video recording system 

(system).at a cost of Rs 34.13 lakh. 

The system was installed in May 1990 and carried a warranty of 

12 months' from date of installation. It was, however, found defective ' 

during reco~ding trials in October 1990. The defects/faults were 

attended to by the Indian Agent and ARDE also incurred an 

expenditure of Rs 0.50 lakh on repairs and maintenance, the system 

was thereafter in use between September 1991 and July · 1992 .. · 

However, from January 1993, the system went out of order and the 
.. - . -

subsequent efforts rriade by Indian agent could not make the system 
functional. 

. Thereafter, the matter remained under correspondence between 

ARDE and the firm till September 1996, when ARDE was informed 

· · that the system had become obsolete. The firm was, however, prepared. 

to -evaluate the system for identification of the parts requiri1!g repairs. 
- -

for which purpose the System was required to be sent either to 
Germany or USA. However, the· firrn did not guarantee full repairs. 

The proposal of the f1nli was not considered as very sound by R&D 
HQ in December 1996 which therefore reco"inmended that efforts be 

made to get the system repaired in India. 

The Ministry, while accepting the facts, stated in September 

1997 that local firms have been identified for repair/modificatioh of 

systein and their proposai was under technical review by an expert 

committee. 
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Supply Order did not 
indicate separate price 
for equipment, 
accessories and 
consumables. 

Non-submission of 
CDE/NMl/to EHQ 
before arrival of the 
consignment led to 
payment of Rs.40.96 
lakhs towards customs 
duty. 

Refund claim was 
rejected for want of 
separate value of 
equipment spares and 
consumables. 

Thus, a system imported at a cost of Rs 34.13 lakh became 

defective within a short period and was lying out of order since January 

1993 and could not be made functional as of September 1997. 

63. Avoidable payment of customs duty 

Placing of supply order by DMRL without obtaining separate 
price for equipment, accessories and consumable resulted in 
avoidable payment of customs duty of Rs 40.96 lakh. 

As per notifications under the Customs Act 1962, 

scientific/technical instruments, apparatus and equipments, including 

spare parts, components and accessories but excluding consumable 

items are exempt from levy of customs duty when imported by 

approved non-commercial research institutions. 

In August 1987, DMRL, Hyderabad placed a Supply Order 

(SO) for import of Micro Focus X-Ray real time radiographic system 

(X-Ray) equipment with allied systems and accessories at a 

consolidated cost of DM 260190. The order did not indicate prices 

separately for main equipment, accessories, spare parts and 

consumables. 

The consignment was received in EHQ, Madras. during 

February 1988. As the Customs Duty Exemption (CDE)/Not 

Manufactured in India (NMI) Certificates were not submitted before 

arrival of the consignment, the EHQ paid customs duty amounting to 

Rs 40.96 lakh. In June 1988, EHQ preferred a refund claim by 

submitting the required CDE/NMI certificates and invoice, but the 

same was rejected for want of separate value of equipment, spares and 

consumables which the DMRL failed to furnish. 

The appeals against the rejection of the refund filed by EHQ in 

September 1989 and March 1990 were also rejected by Collector of 

Customs in December 1989 and February 1992 respectively on the 

same grounds. 
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A proposal inade ·by the· R&D HQ in May 1992 to pursue the 

matter inter-departmentally with the customs department through a 

committee constituted by the Cabinet Secretariat, did not come. through 

and it was decided in 1996 to stageclose the case. 

The Ministry stated in September 1997 that attempts were made 

to obtain seperate/split up value of items but failed to. get the same as 
· · · the firm no more existed. 

.··,: 

Thus placing of SO by DMRL without obtaining separate price 

for equipment, accessories :and consumables resulted in avoidable 

payment of customs duty of Rs 40.96 lakh. 
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· lDlGBR pDaced aum AT for 
prncUJirementof 2 pilamts 
at a cost of R's 95;25 
Halkh;' . 

Olllle pllant instailiedl ilrn 
Octolber 1995 crnuilldl not 
lbe made operatiollllail dUJie 
to illllilleralll.t probilems. 

· Tine otlhler pila][)t received! 
in AungUllst 19941 was yet to 
lbe .erected!/ , .· 
commissiornedl. 

. ' . . . ~ . ' 

.I 

640 lU ll1lfr1IBniif1lllil iexpiem:llfit1lllirie om JPlll"OlC1l.Il1remell1lt of §unb= 
§fal!llidl~l!"([]! llwt mb pllal!llt§ 

· AccepfaRllcie l[])f §unlb§famllairirll pilaRlllts irienndlieiredl tlbue - elllltftre . 
. iexpenirlllit1ume l[])f[ lR.§ Hllio68 Il2llklln IlllllCUl!!l"Iredl l[])Jlll lits ]plll"l[])CUllJremel!Ilt :: . 
. mmd 1wmmii.§§Ill[J)llllllllllg illll:frmctuwUlls ~s the pil~mlt§ wieire yielt lto !be ·· 

. r llllli~dle OJPllell"1illltlli[])l!niatRily mt 
~ .. . -
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In October 1993 DGBR placed an.AT on a firm for supply of 

. two Hot Mix Plants_(Plants).at a total cost·ofRs:95.25 lakh;~Th~p}ants· 
- . . .. 

were received during August and Octobe{l9~4 by two Project,CE duly 

inspected· and ·accepted· ·by inspecting authorities. The firm was 

. required to commission the plant for which necessary assistance was to 

' . be provided-by the Department. -

The erection of plant received in October 1994 commenced in 

C?ctober 1994 and w~s c~mpleted in October 1995 due to short supply 

· of parts/assembly, mis-matching of various components/fittings, faulty 

alignment and foundation drawing besides design structural short 

comings of the plant. The Department incurred an expenditure of· 
' . . 

Rs 6.44 lakh on manufacture of short supplied parts.and Rs 5.99 lakh 

towards manpower inade available :for erection of· plant. Trial funs 

carried out between November 1995 and March 1996 revealed that due· 
' ' 

to inherent problems, the plant never ran at the rated capacity and that 

there was a basic problem with design and fabrication of the plai1t as 

neither the output nor the mix remained within design parameters. The 

CE also found that the plant supplied by the firm was not as per 

specification given in the AT. The plant was lying in defective 

condition awaiting repairs/replacement (March 1997) to make it 

operationaliy fit for commissioning. 

'--'· 

The other plant received in AUgust 1994 was yet to be 

ereded/commissioned due to the inability of firm to commission the 

plant supplied in October 1994. 
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i commissioning infructuous as the . plants were yet .to be made 
I 
! . operationally fit. Responsibility for accepta~ce of substandard plant 

was yet to be fixed(March J 997), 
,·\ . - -,: --~:- -·, ·.- - - ; -:·:'.·:.·-->,~~ ·-$. 

the' matter Was referred'tb BRDB in Apid 1994; their reply was \ 

awaitedasofDecember,·1997; .. 
\.__ : ~ 

;".:· f··.· ·-,.·. 

'':<-

.-,_-_ 

. . ~ ~- ~ ; .. .' ' 

:. -~ 

::--·-

.·. Adlo.pti~n. · ,([}( , «t1J1tdlated ·. J~cJb11moilogy .. , lhladl JtesirnHted,' -Il!Jn': · illife 
dl~veilopmtM~llllt of · ,eqiutl1pR,111He~~:. wltnfricllll, .. ~oulldl linot" .:~¢1bti~v~ . fll)i~ · 
d~siir~{}! :iresul!lits 3:lllldlJhe Pl!"~ject. h~ull t~ be fo!fedos.edl 1resl!IlW,llllg· 
J1mi. J!riifirllllctllllo.uiis expellll.dntiliure qf Rs '75.19 Jalklln. 

,BRDB in 1989 signed a contr~ct with BEML for indigenous 
' ' - - -_ ;·- - ' - ~ -·. . : 

'dev~ldpme11t . ancl s:upply . of 's~pw ·.• clear~ng equipment based on 
~peCi~c.atio~s alld. 'tecluiglogy.jointly. agre~d to by. BRDB and BEML. 

- A~. p~r te.f1Ils and co.nditions pf the co'nttast, the development cost of 

-•R.s~2J~.80"1akli wa~ to,_be equally,'sh~~c(and accordi~gly BRDB's 

sl1aie ~f R~ 1.06.40)~ was p~dakiri~ 198,8~9 L 

• < : The ~rototype ·~:f 'th~· .~q~ip~en( d,eveloped by BEW:, was 

found\o be no.t. as. perspe~ifications. dud~g trial evaluations carried out 

. from 19.9 r omvara·s: .. riesph~. s~b&~quentJn9difications .ahli<l ~xh~tj&ilve · 
. · .. trail; , the~ .equjpm-e~t . faiJed' • t~_' • achle~~- tlJ(e ~desired .r~~~lts .•. and_· th~.· 
~q~ipfue~t was 'd~tifir~<l. ~s .11nsuit~~ie f oi'.iBorder Roads'' Oigarifaation ·.··. c 

: , (BROfby-ihe tri~i t6~'in'Jari~filJ 19.93._·A Board of Officers which 

• .. ' assembi~d in 'lune '199f to study the. (y8.sibiHty .of continuance or 

·. -. '9the~i~e of mdig~nous devefop~~~t'of' th~ equipment concluded that 
i .. ·' "the ·t~~ful~l~gy <·~d9ptecf cwa~ outdated ~d other more efficient 

i machines ~ \'\'ere< avall~ble ; with . BR.6'. ~. The 'Board; therefor~, . 7 

. . recQnnp.ended . diSCQ))titmation of .further trials on tlie . indig~nously 
_· ~ -·~··cre~~lop~.l~quip~e~t aI1d the proj~ctw~sf.oreclos~djfi'qct9~~tl9'~~' .• ·.' 
.,-;,BRDBfo ·theh: r~ply)~.s·~ptgmber .. i9ff.-stated that th~ t~cmi~i~gy··' 

adopted by iiEMJL -~as m.~i<latedan<l .the prototype equiplih&nf: 
devel.op~dwas not as :per speeification as experienced.during the.trials. 
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BRDB sanctioned 
constr~ction ofa bridge 
at a cost of Rs 36. 72 lakh. 

The-construction o' 
bridge was completed at 
a cost ofRs.74.28 Iakh. 
Sanction t~ regularise 
the excess expenditure 
was awaited. 

. J 

BRDB however did not Clarify as to why this could not be pointed out 

by BRO at the initial stage. 

DGBR stated in May 1997 that as p~r foreclosure order the 

share of the project cost to be borne by them was Rs 75.79 lakh and the 

balance amount less share of one equipment retained by DGBR had 

been recovered. It was also stated that remaining items would be 
. . 

disposed off by BEML anclsale proceeds would be shared· equally by 

BEML and DGBR. The items were yet to be disposed off by BEML 

(September 1997). 

Thus, adoption of outdated 'technology had resulted in the 

development of equipment which could not achieve the desired results 

. and the project had to. be . forecfosed .·resulting in infructuous 

·. · expenditure of Rs 7 5. 79 lakh. 

66. Non=uitilisation of a bridge 

Abnorma~ delay of moire .than 10 yea:rs ftn finaU.satfon of 
acquisition of land . and _construction of approa1Ch K""mnd 

· resulted in non-utilisation of a b1ridlge constrl!llded at a teost of 
Rs 74.28 fakh fo1r the last five yearn besides escalation frill cost 
of land alone !by Rs 22.57 lakh. 

Under a road development progr~e of BRDB, a perJl?.anent 

bridge over a river and its ~pproach road . at both sides ·were to be 

constructed. BRDB in. December 1987, accorded sanction for 

construction of the bridge at an estimated cost of Rs 36.72 lakh. 

In February 1989, the project CE concluded a contract for the 

construction. of bridge at a cost of R_s 48. 00 lakh. The construction of 

the bridge was completed in May 1992 at a cost of Rs 74.28 lakh. 

Sanction· to regularise the excess expenditure of Rs 37.56 lakh 

incurred_ due to escalation ill wages and· cost of stores was awaited as of 

May 1997. · The construction of the approach road was sanctioned by 

DGBRin October 1987 for Rs 9.18 lakh _(Rs 3 fakh for acquisition of 

·land), reV'ised to Rs 33.10 lakh (Rs 25.57 lakh for acquisition of land) 

in November• 1992 due to escalation in cost of land, and constructional 
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Construction of 
approach road was 
pending for want of 
acquis ition of land as a 
result the bridge was 
lying unused. 

DGW sanctioned 
construction of a road at 
a cost of Rs 703.51 lakh. 

While work was in 
progress, CE proposed 
for changing alignments 
of a portion of the road 
and implemented the 
change without sanction 
ofDGW. 

material. The construction of road could not be commenced for want 

of acquisition of land from the State Government for which the matter 

was under correspondence at lower levels, since August 1987 and as a 

result of which the bridge was lying unused. 

While accepting the facts, CE stated in May 1997 that in the 

absence of the requisite notification from the Government of Manipur 

construction of approach road was suspended and hence the 

commissioning of the bridge was not possible. 

Thus, abnormal delay of more than 10 years in finalisation of 

land acquisition and construction of approach road resulted in non

utilisation of the bridge constructed at a cost of Rs 74.28 lakh for the 

last 5 years besides escalation in cost of land alone by Rs 22.57 lakh. 

The matter was referred to BRDB in April 1997; their reply was 

awaited as of December 1997. 

67. I nfructuous expenditure on re-alignment of a road 

Execution of a road work by CE on changed alignment not 
sanctioned by the competent authority resulted in 
expenditure of Rs 53.24 lakh being rendered infructuous. 

In order to ensure effective patrolling to check infiltration from 

across the border Director General of Works (DGW) accorded three 

sanctions between March 1993 and January 1994 for construction of a 

road measuring 33 kms at a total cost of Rs 703 .51 lakh. 

In April 1994, while execution of all the three portions of the 

road was in progress, the project CE forwarded a proposal for changing 

the alignment of a section of the road measuring 21 kms on the ground 

that the area remained sub-merged under water during the monsoon. 

Though the proposal was awaiting approval, the CE in April 1995 

submitted to the DOW revised estimates for Rs 339.32 lakh for 

effecting the realignment and simultaneously commenced work 

without waiting for its sanction. Meanwhile as of April 1995 an 

expenditure of Rs 127.68 lakh had been incurred on the work as per 

original sanctions. 
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Proposed change was not · 
agreed. ·' 

· . .:: .. 

··. Atechrtical committee which met in July 1995 considered it not 

advisable to chapge the. 'alignment of the road being far away from the 

. border and especially when a considerable amount had already been 

spent as per original sanctions. In another meeting held in February 

1996_ the CE was advised to follow original alignment and ralse the 
• • • '•c. 

formation level of the road suitably, wherever required to avoid its 

submergence. Accordingly, . the. woi::k on the changed :aligninen~ on 
which an expenditure.ofRs 53.24 lakh was incurred upto January 1996. 

~as ~bandoried ~d work as' p.er original alignment was taken up and 

beil).g progressed.· 

Thus, execution of a road work by CE on changed alignment 

not sanctioned by the competent authority resulted in expeiiditure of 

Rs 53.24 lakh being rendered infructuous . 

. The matter "".'as referred to BRDB in May 1997; their reply was 
- -~ 

awaited as of Dec~mber 1997. 

', ... J ~~-~ 
/''. 

/ 
~8~ .. Injo,,dfoious procurement:ofsto:res 

~,,..,,,':'../,... .. ,/ ... - ' ... 

Procurement ·of material .. without . assessing the 21d1Il!al 
requirement resulted in bfocking ·of funds to the extent of 

'·. Rs~38]akh for over.two years.' 

In.July 1992, BRDB accorded sanction for_ the tepla,temerit of 
) ' ' . ·' ' ' 

existing wooden decking of a bridge by steel decking at a cost of' 

Rs 40.82 lakh. Based on the sanction, the DGBR and CE placed two 

·supply orders in July 1993 and October 1993, on two firms for 

. purchase of materials required for· the above work at a cost _ of . 

', ' Rs43.43·lakh . 
. . r -. 

Materials -were ~upplied by both ·the firms between December · 
J993 and September 1994. · Meanwhile, in 'Augus{ 19.94, · Executiye. 

· · Engineer informed that.the parts procured were unsuitable for the 

existing bridge· and· therefore could notbe· utilised for the designated 

work:_ In·September 1995, a fresh appraisalofthe situation was carried 
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out and it was proposed to replace the decldng with wooden members 
. . 

only. . The damaged wooden decking :was therefore, proposed for 

replacement on yearly basis under normal maintenance and the work 

already sanctioned foredosed. Though the materials procured were 

·proposed to be utilised for other jobs, stores worth Rs 38 lakh were 

found to beheld in stock even as of l\1~Y 1997. 

Thus, procurement or niC1,teriaI without assessing the actual 

requirement resulted in blocking of funds' to. the extent of Rs 3 8 Jakh 

for over two years. 

. . The matter was referred to the BRDB in June.1997; their reply . - ' . - ~ ' 

was awaited as of December 1997. 

69. · Respo!lllse _,·. ·.of tl!Re Miiimistiriesffiepairtmellllts fo> 
Draft Audit Paragrap!u~ 

On the recommendation of the PAC, Ministry of Finance issued 

directions to all Ministries in Jt,me 1960 to send their response to the 

Draft Audit Paragraphs proposed for inclusion in the Report of the 

C&AG of India within six weeks. The Draft Paragraphs are always 

fo~arded by the respective Audit Offices to the secretaries of the 
. . 

concerned ministries/ departments through demi official letters 

drawing their attention to the audit findings and requesting them to 

send their respolt1se within six weeks. The fact of non-receipt of replies 

from the ministries are invariably indicated at the end of each such 

Paragraph included iri the Audit Reports. 

Draft paragraphs/reviews proposed for ir1.clusion in the Report 

of the C&AG of India for the year ended March 1997 · : . Union 

Government (Defence Services): No. 7of1998 were forwarded to the 
' . ' . 

secrel!orll'ies of the respecl!ive mi11Ristriesl dep(JJrl!me!!Rl!s between April 

1997 and October 1997 through demi official letters. 

The seci'edarries of the respecl!ive miudstriesl dep(JJIJ'l!me1J111!S did 

not send replies to 33 draft paragraphs, and one review in compli~ce to 

above . instructions of the Ministry of Finance issued. at the instance of 

the Public Accounts Committee (JJS im!licated below. 65 Paragraphs 
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Ministry/ 
· Department 

Ministry of 

Defence 

and 3 Reviews from among those whose drafts were sent to the 

secretaries have finally been included in this Report. Out of these, in 

33 Paragraphs and one Review the·response of the secretaries 9ould not 
I 

be included due to non-receipt of their replies. 

Total No. of 
Paragraphs on the 
Ministry/Department 
included in the 
report 

No. of Paragraphs Paragraph Number 
in which reply not 
received from 
respective secretaries 

68 34 14, 15, 17, 20, 22, 

(excluding Paragraph no. I 23, 25, 28, 29, 30, 

to 13 of Chapter I) 32, 35, 36, 37, 

38, 39, 41, 42, 43, 

45, 47, 49, 50,51 

52, 53; 54, 55, 56, 

60, 64, 66, 67 and 

68 
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Thirty nine Ordnance Factories. (OFs), with a maripower of 

1.55 lakh are engaged in production of 1126 items of arms, 

ammunition, equipment clothing, etc. primarily for the Armed Forces 

of the country. ill order to utHise available. spare capacities, Ordnance 

Factories have started manufacturing items for civil trade also, ,as a 

measure of di.versification. At the apex level, Ordnance Factories are 

managed. by a "Board" which is responsible for policy formulation, . 

supervision and control. Director General of Ordnance Factories 

(DGOF) is the ex-officio Chairman of the OFB. He is assisted by rune 

Members/Addi DGsOF, who are ill charge of various staff and Hne 
functions. 

The broad grouping of Ordnance. Factories with .reference. to 

their production is as under : 

Divisions No. of factories 

============--=-======-======-==============~--=======--======-=====--======-======-. - ·. ,-.: 

· (i) . Materials and Components (M&C) 

(ii) . .. Weapons, .Vehldes and EqµipmeJ11t CVifV &E} 

(iii) - Ammunition and E_xplosives (A&E) 

. (iv) Armoured Vehicle (AV),.: 
' ' ' 

(v) Ordnance Equiptjlent Factories (OEF) 

11 

10 
3. 

5 " 

10 

On the b~sis ofthe pro~l!Ctthe factories are also classified as 

metallurgical (6), _engineering Jl 7), .fHHng(6), chemical ( 4), ordnance 

equipment (6). Ordnance Factory Bolangir has not yet started 

production. 
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70.2 Revenue expenditure 

The expenditure under revenue head during 1992-93 to 1996-97 

is given in the table below : 

(Rs in crore) 

-----------------------------------------------------------------------------------------------------
Year Total Receipts Other Total Net 

expenditure against receipts receipts expenditure 
incurred by products and ofOFs 
OFs supplied to recovenes 

Armed Forces 

-----------------------------------------------------------------------------------------------------
1992-93 

1993-94 

1994-95 

1995-96 

1996-97 

Expenditure of OFB 
net of receipts and 
recoveries bas been 
increasing 

• Totlll expenditure 

•Total receipts 

O Net expenditure 

1983.99 1631.49 409.49 2040.98 (-) 56.99 

2279.84 1813.11 560.15 2373.26 (-) 93.42 

2347.94 1868.85 473 .74 2342.59 (+) 5.35 
2775.90 2114.82 484.98 2599.80 (+)176.10 

3275.94 2416.22 436.20 2852.42 (+)423 .52 

It may be seen that net expenditure has increased substantially since 

1994-95. 

(Rs in crore) 

3500 
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Tille tU11Jl"llllover olf. · · .. 
Ordlnamice Factory • · 

· Clllaxnidla was tllne 
maximmmi .. • 

70.3 · Analysis of performance ofOFB 

70.3;1 General 

. .~ . . . 

<][µ 1996-97 tumo.v¢r of Ordnance Factory Chanda was highest at 

.· :R~ 445.72* crore with 88 per cent material component.s while that of 

Ordnance Cable ·. ·• Factory · ·· Chandigarh was the . lowest at 

:RS 19.41 * crore with material components at 56 per cent. 

. . . 

Note~ Fig1uur~s slli«J>Wllll with * mark, wllnereveir used .lin thB.s,cllnaplter 
. . . 

aire pirovnsfonai. 

. . - . ' . . . . . . . . . 

70.3.1.1 The following table indicates cost element-wise value of 

production of articles and components of an Ordriance Factories 

. completed and taken to stock for the last five years: 
. . 

======------=======--===--=--==============---=---===========-======-===--===========-=-=-========--= . . . .. . . 

Element . ·' Value of production (Rs in crore) 

1992;.93 1993-94 1994-95 1995-96 1996-97(*) 

(a) Direct Material 1556.87 . 1725.75 · 1630.43 1962.48 2299.79 .. 

(62.31) (61.29) (57.05) (58~77) . (58.53) • ·. 

.(b) Direct labour 157.16 164.18 168.16 213.26 272;48 .. 

(6.29) (5.83) (5.88) (6.38) (6.94) 

(C;) Variable overhead 47L40 527.83 607.85 488.78 548.21 

(18.86) (18.74) (21.27) (14.63) (13.95) 

( d) Fixed overhead . 313,03 397.76 450.99 674.46 ·. . 808,56 
·charges. 

;.:·-"--:-' 

(12..52) (14.12) .· (15.78) (20.19) (20.58) 
·, . . ===----=========-----=======-===---==========-------==-======----===========----========---=======---

Total . 2498.46 2815.52 . 2857.43 3338.98 3929~04 
- . . .. · ---========-------=====--=--=---============---===============-==============-----=====-=---=======--

*Figures in bracket are percentages to tine total cost of turnover 
. '. • . ·. . . I .. 
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D VOH 

• DIR_LAB 

•DIR_MAT 

(Rs in crore) 

4000 

3500 

3000 

2500 

2000 

1500 

1000 

500 

0 
1992-93 1993-94 1994-95 1995-96 1996-97 

Whereas the share of direct labour in the cost of production has 

been varying between 5.83 and 6.94 per cent, that of the fixed 

overhead has shown consistent uptrend from 12. 52 per cent in 1992-93 

to 20.58 per cent in 1996-97. 

Element of fixed and variable overheads in the total cost of 

production varied widely from factory to factory during 1996-97, 

being 82.36 p er cent in Opto Electronic Factory Dehradun and 9.28 

per cent in Ordnance Factory Chanda. 

70.3.2 Issue to users 

The indentor wise value of issues during the last five years were 

as under : 

(Rs in crore) 

1992-93 1993-94 1994-95 1995-96 1996-97(*) 

-----------------------------------------------------------------------------------------------------
Army 1339.09 1406.40 1492.58 1690.97 1964.83 
Navy 16.88 28.80 28.02 37.41 46.72 
Air Force 48.06 58.70 54.12 98.89 101.61 
MES, R&D 34.27 28.95 39.55 54.16 71.18 
(Other Defence 

Departments) 

Total Defence 1438.30 1522.85 1614.27 1881.43 2184.34 
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Civil Trade 271.25 392.83 371.88 404.33 381 .55 

(Rs in crore) 
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•Anny 
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70.3.3 Production, planning and performance 

70.3.3.1 Production programme vis-a-vis progress 

Achievement in respect of production of several items remained 

behind targets fixed by OFB. Though orders for manufacture and 

supply of some items existed, manufacture of these items had not been 

undertaken during 1996-97 by the factories as OFB did not set 

production targets for them. During 1996-97, orders existed for 33 1 

items, OFB did not fix targets for 42 items. While out of the remaining 

289 nems for which targets were fixed, 94 were behind the schedule. 

70.3.4 Capacity utilisation 

OFB assesses capacity utilisation of a factory in terms of 

standard man hours (SMH) and machine hours. The tables below 

indicate the extent to which the capacity had been utilised during the 

last five years : 
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Year 

1992-93 

1993-94 

1994-95 

1995-96 

1996-97 

Year 

1992-93 

1993-94 

1994-95 

1995-96 

1996-97 

Table-I 

(Capacity utilisation in terms of SMH) 

Capacity 

inSMH 

2139 

2051 

2040 

1914 

1847.73 

Capacity utili5ation 

inSMH 

1461 

1387 

1359 

1485 

1558.97 

90 ~~~~~~~~~~~~~~ 

85 
80 

75 

70 
65 ~~~-+~~--.,j~ 

1992-93 1993-94 1994-95 1995-96 1996-97 

l -+- •/.AGEOFCAPACITYlJl'Il...5ATION I 
Table-II 

(Capacity utilisation in terms of machine hours) 

Percentage of 

capacity utilisation 

68.30 

67.63 

66.62 

77.58 

84.37 

Machine hours 

available 

Machine hours 

utilised 

Percentage 

utilisation 

1114.68 

1141.29 

1198.87 

1234.53 

1270.89 

80 
78 
76 
74 
72 

871.70 

846.58 

894.03 

946.89 

936.26 

70 +-~~~~~~~~~~~~~~ 

1992-93 1993-94 1994-95 1995-96 1996-97 

I-+-percentage of util isation of M.H. j 
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· The ·overall manpower s~ength has come down· over the y:ears 

due to the cjecision of the Ministry not to recruit replacements ·against 

wastages d~e to retirement etc. Machine hour utilisation !§_ dependent · 

on the, work 16ad. :to . be. dis~harged dtiring a year. To _rriini~ise the 

effect of the]()ad .re_dudion;:~the Ministry had approved that Ordnance ·. 

Factori~s ma~ secure .. orders. from civil trade and Ministry of Home 

. · Affairs{MHA)_aiidf()}·expofts. 

. . '-· f . -... > :~ ~--

. 70.3s. Export and ci~iltrade 
.. --- -~- : . 

The capa~lty created in Ordnance . Factories was not being 

utilised to the full extent. because of diminishing orders from Armed 

Forces: The Ministry decided in July 1986 to diversify and enter the 

·. civil market within the country and tap the export potential of 

Ordnance Factories to utilise their capacity. The actual achievement 

was, however, insignificant in export as well as in civil trade. 

703.5.1.Export 

The following table shows" the achievement with reference to 

target in export from 1992;.93 to 1996-97. 

----------------.----------------------------------------------------------------------.-----':"-----=--• 
.Year Number of 

. factories · 

involved 

Target Achievement 

(Rs in crore) · (Rs iri erore) 

Percentage·of 

achievement · 

------~-------~-----~---------------------------~----------------------~------~---------------------- . 

1992-93 IO 15.00 5;84 38.93 

1993-94. 15 34.00 9.48 27.89 

1994-95 14 35.00. 7.15 20.42 ·. 

1995'-96 11 25.00 . 18.94 75.76 

1996;.97 8 25.00 3.22 12.88 
. . . . . 

- . . . - . 

---~~----~---------------------------•------------------------------------=---------m----==-----==---

/ 
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•Achievement 

• Target 

1996-97 

1995-96 

1994-95 

1993-94 

1992-93 

0 5 10 15 20 25 30 35 

Rs In crore 

It would be seen that barring 1995-96, the performance of 

Ordnance Factories on export front has been rather poor. There was 

sharp decline in export performance during 1996-97 as compared to 
1995-96. 

According to OFB, decline in export performance in 1996-97 

was due to late receipt of export orders from foreign countries. 

70.3.5.1 Civil trade 

The tum over from civil trade other than supplies to MHA and 

State Government Police Departments during 1992-93 to 1996-97 were 

as under : 

-----------------------------------------------------------------------------------------------------
Year Number of 

factories 

involved 

Target 

(Rs in crore) 

Achievement 

(Rs in crore) 

Percentage of 

achievement 

-----------------------------------------------------------------------------------------------------
1992-93 37 83 .12 70.02 84.24 
1993-94 38 174.57 108.13 61 .94 
1994-95 38 224.30 112.03 49.45 
1995-96 38 141.49 140.45 99.26 
1996-97 38 180.00 137.96 76.64 

-----------------------------------------------------------------------------------------------------
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The realisation from civil trade in absolute terms showed uptrend upto 

1995-96 but slid marginally in 1996-97. 

70.3.5.3 Non-realisation of amount towards civil trade 

activities 

According to policy directive issued by OFB in June 1985 all 

civil indentors are required to pay in cash with order in full or payment 

through crossed demand draft or irrevocable letter of credit. 

As on 3 1 March 1997, Rs 3 9. 54 crore was outstanding against 

civil indentors for supply of different items for them. The outstanding 

amount was, however, reduced to about Rs 8 crore by July 1997. 

70.3. 6 Utilisation of manpower 

70.3.6.1 Employees of the Ordnance Factory Organisation are classified 

as (i) "officers", who man senior supervisory levels, (ii) ' 'Non

Gazetted" (NGO) or ''Non-Industrial" employees (NIEs) who man 

junior supervisory levels and clerical establishment and (iii) 

"Industrial employees" (IEs), who are engaged in the production 

and maintenance operations. The number of employees of various 

categories during the last five years as per the table below reveal 

that the strength of the supervisory level has been showing an 

increasing trend since 1994-95 while number of IEs has declined. 
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Category of 

Employees 

1992-93 1993-94 

(In number) 

1994-95 1995-96 1996-97 

-----------------------------------------------------------------------------------------------------
Officers 1672 1672 2856 3286 3331 
Percentage of 0.98 1.01 1.76 2.01 2.14 
officers to 

total manpower 

NGO!NIEs 44190 44548 43167 45641 49462 
Percentage of 26.07 27.04 26.69 28.03 31.81 
NGO!NIEs to 

total manpower 

IEs 123583 118488 115702 113865 102675 
Percentage of 72.93 71.93 71.54 69.94 66.04 

IEs to 

total manpower 

-----------------------------------------------------------------------------------------------------
Total 

l!ITotal Manpower 

l& 

169445 

1996-97 

1995-96 

1994-95 

1993-94 

1992-93 

70.3.6.2 

164708 161725 162792 155468 

0 50000 100000 150000 200000 

IN NUMBER 

The expenditure on labour is charged to production in 
two ways - 'direct labour' representing expenditure on labour relating 
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directly to production and ' indirect labour' representing other 

expenditure on labour like maintenance etc. The expenditure on direct 

and indirect labour for the last five years are shown below: 

(Rs in crore) 

1992-93 1993-94 1994-95 1995-96 1996-97("') 

(a) Total indirect 257.38 

labour 

286.40 316.73 387.29 410.52 

(b )Total direct 

labour 

172.9 1 180.06 183.23 228.13 

(c) Percentage of 148.85 

indirect labour 

159.06 172.86 169.77 

to direct labour 

175 -..---------------. 

170 

165 

160 

155 

150 

145 ----+----+-- - ---+------1 

1992-93 1993-94 1994-95 1995-96 1996-97 

I-+-•;. AGE OF IL TO DL I 

260.89 

157.35 

70.3.6.3 The number and earnings of employees on piece work and 

incentive bonus paid to maintenance workers during last five years are 

as under: 
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---------1---------.----------------------------------------------------------.------------------------
Year. Average no. of 

piece. workers 
Piece work 

employees 
Incentive 

bonus paid to 

earnings maintenance 

workers 

(RS in crore} \ 
. I . . . 

==========j=============-==========================================================-===-===-========= 
' 

1992-931 

1993-94! 

1994-95: 
1995-961 

1996-97! 

69520 

67500 

64815 

63069 

62944 

· 7@.3. 7 Inveu1Jiory ma1tullgemeltllt 

7@.3.7.1 

86.45 

85.86 

81.09 

91.16 

92.69*. 

4;jO 

4.41 

4A5 

5.89 

6.26* 

As per the existing prov1s1onmg procedure, the Ordnance 
' 

Factories are authorised to hold stock of different types of stores as 
- shown below : 

-~---~--.;-f ~--~~-------------------------------------------------------------------------------------
S LN o. · 1 

··• Types of Stores · ·Months requirement to · 

i · be held in stock _________ .;J ____ _; ___ .;:_ ___________ ._.; ______________________________________________ .. ________________ _ 

' 
I 

. ! 

i 
! .· 

hnported items 

Difficult indigenous items 

Other indigenous items 

12 months 

9 months 

6 months 

During 1995~96 average stock holdings in seven factories, as 

given below, ranged between- 10*. months'· and 18.78* months' 

· requirements whkh exceeded the existiiig norms; 
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(Rs in crore)(*) 

St Name of Opening Cfosing Average Average Holding of 

No. Factory Balance as Balance as holding of monthly stores in 

on Ol April On31 stock consumption terms of 

1996 March 1997 months 

=====-==========-=-=-======-========~=-=====-===============-=-================-=-=====--=--=--=-==== 

1. OFK.hamaria 159.08 191.84 17S.46 17.54 rn.oo 
2. AF Kirkee 91.59 80.37 85.98 8.22 10.45 

3. HVF Avadi 236.07. 273.93 255.00 24.12 10.57 

4. OF Kanpur 51.20 55.88 53.54 4.66 11.48 

5. EF Avadi 25.62 29.32 27.47 2.09 13.14 

6. OLF Dehradun 11.88 12.09 11.98 0.89 13.46 

7. OF Medak 132.42 218.39 175.40 9.34 18.78 

70.3o7o2 Stl{)!fes f l{)und surplus l{)D'd, stock=talking 

Stores valued at Rs 5.99* crore were shown as surplus during 

stock-taking in 1996-97, out of which stores valued at Rs·S.40* crore 

were found surplus at the three factories as shown below : 

================-==--=-========-=-===========-==-=========-==============================-=========== 

SL No. 

1. . 

2. 

3. 

Factory 

OF Kham.aria 
OF Ambemath 

. VF J abalpur 

. . 

Surplus at stock tal<lng 

(Rs in crore)(*) 

2.50. 

1.48 

1.42 

Stores found surplus in stock-taking is a reflection on the 

quality of maintenance of stores records as surpluses could occur due 

to deficient.accounting of stores or overstatement of issues. 

70307.3 The average stock holdings. in terms of number of days' 

consumption consistently showed down trend, in excess of the 

prescribed norm of 180 days. Besides, there was consiqerable increase 
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in the holding of slow.;.moving and surplus/scrap stores ov~r the years 

as would be revealed by the ~able bdow : · 

i. (Rs in crore) 
I . . ':'--'."'---,..----------i-----------------.--------------------------------------------------------------------------

SLN o. JPartiCl~lars 1992-93 1993-94 1994-95 1995:.96: · 1996-97(*) 

l. 

a. 

b. 
c. 

2. 

3. 

4. 

. I . 

Working stock 
A. I ct1v~ 

I 

Non-moving 
I • 

Slow moving ,. 
1['([])t~d i 

w ([])Jl"l!tj.Jmg 
i 

Sto(!!ki 

· Wastej& 

Obsolete 
I . . I 

Surplus/ 
I 

Scrap I 

M
. I 

amtenance 
I 

... stores!. 
i. 

1['([])fail I 
. I 

5. Average 

hold~ks:i.~ 
. :J. 

terms 0fno . 

. of day~' 
··- - T 

1 .• 
c(;>nsWllptlon 

. .. . . I .. 

6. · Percentage. 
I .... 

of total slow-

movink and 
I 

· non-m~ving · 
I 

· stock tp totaL ,. 

work:i.rlg stock 
. I . 

I 

I 

773.01 

76.36 

134.86 

984.23 

23.59 

41.95 

.96.27 

1146.04 

286 

21.46 

702.65 736.51 . 1020.59 .... 1245.91 

81.26 103.75 109.21 77.93 
138.10 126.08 122.10 148.39 

922.mi 961Di.34 125lL'9l@ .. 1472.22 

_-... 

16.44 13.12 '8.47 8.09 

38.40 35.29 33.34 41.20 
: 

/ 

99.13 . 93.84 76.00 72.82 
'· 

1075.<9)8 llJ.@8.59 · 1369.711 . ].594.34 
254 247 214. 209 

23.79 . 23.78 18.47 15.37 

' . . 

Finished! srtoclk 

I There. was steady increase in the total holdings of finishe9[ stock 

·and components since 1992-93. as :i.nd:i.catecVbelow: . · 
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.. 

1992-93 1993-94 

Finished stock 

holding 

40.42 55.42 

Total value of 

outturn 

2404.53 2673.88 

Holding. of finished 6 8 

stock in terms of 

no. of days' iss:ues 

Holding in terms of 1.68 2.07 

percentage of total 

value of outturn 

Finished component 208.87 195.13 

holding 

Holding of finished 130 123 

comp~nents in terms 

of no. ofdays' 

consumption 

(Rs in crore) 

1994-95 1995-96 1996-97(*) 

73.27 95.19 182.58 

2807.79 3338.99 3929.04 

10 10 17 

2.60 2.85 .4.65 · .. 

197.85 247.51 303.83 

96 90 99 

In six factories percentage of holding of finished stock and 

component as on 31 March 1997 to the total value of outturn; ranged 

between 22. 70 and 50.17 as per table below : 

SL Name of the Factory Value of finished Total value of Percentag~ 

No. stock and outturn of 3 to 4 

component 

(Rs in crore) 

1. Cordite Factory Aruvankadu 0.65+13.64 62.95 22.70 

2 .. ·OF Kanpur 5.40 + 21.26 113.69 23.44 

3. MSF Ishapore 0.00 +31.28 . 94.99 32.92 

4. HAPP Trichi 13.57 + o.oo 35.04 38.72 
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5. 

6. 

OF Medak 

HVF Avadi 

44.80 + 18.45 

70.34 + 100.58 

137.56 

340.66 

45.97 

50.17 

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

70.3. 7.5 Work in progress 

The GM of an Ordnance Factory authorises and orders a 

production shop to manufacture an item in certain quantity by issue of 

warrant whose normal life is six months. Unfinished items pertaining to 

different warrants lying at the shop floors constitute work-in-progress. 

There was increase in the value of work-in-progress during 

1995-96 and 1996-97 as shown in the table below : 

As on 31 March 

1993 

1994 

1995 

1996 

1997 

1100 t 1 ()()() 

900 

Value of work in progress 

(Rs in crore) 

(Rs in crore) 

703 .89 

717.84 

714.24 

855.00 

1038.35 

800 

7·~---..--_..... 

600 +-I __ _,_ __ _._ __ -+!--~ 
1993 1994 1995 1996 1997 

~ WORK IN PROGRESS I 

As on 31 March 1997, 13374 warrants (value: Rs 337.42 crore) 

were more than one to 13 years old against the normal life of six 

months. Old warrants need to be reviewed at a regular interval so that 

the items under production may not become obsolete by the time they 

are completed and the expenditure rendered infructuous. 
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Year 

70.3.8 Rejections in manufacturing processes 

Total value of production, including permissible rejections vis

a-vis value of rejections beyond permissible limits, excluded from the 

total value of production during the last five years were as under : 

Total value of production 

(including permissible 

rejection) 

(Rs in crore) 

Value of rejection 

(beyond permissible 

limit) 

----------------------------------------------~------------------------------------------------------

1992.;93 

1993-94 

1994-95 

1995-96 

1996-97 

2404.53 

2673.88 

2807.79 

3338.99 

3929.04* 

6.47 

9.41 

ll.41 

7.63 

12.50* 

During 1996-97 major losses due to abnormal rejections occurred in 

three factories were as under : 

Metal and Steel Factory Ishapore 

Ammunition Factory Kirkee 

Ordnance Factory Chanda 

70.3.9 Losses written off 

(Rs in crore) 

1.68 

2.82 

4.61 

The table below depicts lo'Sses written off by competent 

financial authorities : 
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SL Particulars 

No. 
1992-93 

(Rs in lakh) 

. 1993-94 1994'-95 1995-96 -1996-97(*) 

-----~-~--~-~----,---~--~-----------=-------------------------------------------------------------------------
- I - -

1. Over issu~s of '5.71 7.74 - i2.66 3.45 2.44 

pay and dllowances 
I 

and cl8,ims abandoned (A) 
.. - I • • .· - :.· . 

I 

. - I 

2. Losses due to 7.69 - 0.92 · 0.2_0 0.52 0~92 
•. • . I • -

· theft, frauC:i or 
' : 

neglect 

.. J. -. Losses du¢ to 
I 

defieiencies in 
• I 

actual balbce · 
' 
' 

not caused by 
I 

theft, frau~ or 

negleCt : 
·.'~'""'"'·' . -_ .. ~·- ~ ·i 

.. - :.'.5~:-.. · Othet•cau~es ... 
• I ::··. -, ;-· ·cc-

;_,,_,-:.' ~-- .-f~g ... cQiiclitionip.g -· 
. ·... . _ .. I 

of sfores riot 
·= 'c.aused:by!·:-

• - .:· -~ -. - I , - -

defective storage, 
-' - -__ _-_.. sfores/ scrhpped . -· 

- -- - ·- > dll.e t~ ob~olescence 
I 

etc.) i 

I ••• 

- I. 
• . • I 

· · 6. - Maiiufact*1"ihg 
·. _I -

losses - 1 - " 

-r 

: ·I. 
I 

- -; -. • - I 
I 

I 
! 

1.31 7.91 0.40 3.97 ·. ·- 18.73' 

41.91 16.80 -.. 21.18 15.82 

---~L55 1426 19.75 - 17.01 22:70 
- ... 

·'·- :' . 

288.25-- . - 739.10 . 377.77 394.07 527.64 
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, ~-- ,, 

_j 

7. Losses not 7.85 ·· 5.84 

pertaining to 
~ock _ ~· . f . 

------i~~=;--~------=-----------~~~~~;---------;;~.-;~--------~-~~.~~-------~4;~~~--------~;~~~-~----

==-----=------===-----=-=------~------~-----====----==-------------------=----===---=-~-----==-==--====-----== 

. n··'· 

- : -

(A) An amount of Rs 2.51 crore representing outstanding advances 

on tour/transfer and L TC granted to employ~e~. ·of Ord~ance Factory 

Organisation during 1975 to 1993'-94 was lying unadjusted as on 

March 1997 . 

Planning 

71. Hydraunic piress and iraw~"maforfal for ICV 

OFB imprnrted large . number l[Jlf bottom ph11te§ l[]ljf ICV 
besides importing a hydraulic JPlress for rrmmufaduurllirng tl!lli.em. 
The lhlycllrau.Ilic press imported at JR§ 7.17 crowi.e ll"emaft!lllteirll. 
unutilised foll" 4 ye2trs. Steel wqrth Rs 64.32 lakh:foll" llll112l_~llllg 

bottom plates also remained unutmsed . . • .. · < ·. < . 

OFB placed supply order in February 1990 for iµiport of a 
I . 

hydraulic press for manufacture of bottom plat~s.for hull of tJ:ie Infantry 

Combat Vehicles ( ICV). The eqliiP:ment received at Ord11:aJ1~e Factory 

Project Medak in December 1993 at a'· cost of Rs 7.17 crore was 

conimissioned in October 1994. 

OFB import;ed 1190 bottom plat~s also during 1986~:87 to 1992-

93. Of these, 860 were imported after the Army reduced the annual 

· requirement ofICVs fron;i the original 500 to 150 from 1990-91. 

·.,Despite reduction in, the production ·programme·artd.impqrt· of 

b<:iit9rr,r plates to meet the requirement up to 1998-99~ , Ordjl~j:rc~ .• · -· ·. · · -
Factory Project Medak procured steel valued at Rs 64.3'21akh dtltirig< : ··.·· 

1986-87 to 1991-92 for manufacture of bottom plates wit~ the help of · 

,-

the hydraulic press: Out of this, steel valued at Rs 51.35 lakh was 
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OFB imported 860 
bottom plates after 
drastic reduction in 
production of ICVs. 

Due to huge stock of 
bottom plates imported 
by hydraulic press 
remained unutilised 

OFB fixed ta rget for 
production of car tridge 
cases in a meeting wit h 
Navy. 

procured in 1991-92. Besides, Ordnance Factory Project Medak 

imported 860 bottom plates at a cost of Rs 74.43 lakh after 1990-91, 

when they were already aware of the reduction in the annual 

requirement oflCVs by Army from 500 to 150. 

Thus, import of large number of bottom plates despite the 

reduction in the production programme even while hydraulic press for 

manufacture of bottom plates was likely to be received soon, was 

injudicious. This led to idle inventory as well as idling of imported 

hydraulic press procured at a heavy expenditure of Rs 7.17 crore. 

Procurement of steel for manufacture of bottom plates, particularly that 

valued at Rs 51.3 5 lakh procured after 1990-91 , compounded the 

injudiciousness in the procurements. The entire quantity of steel 

valued at Rs 64.32 lakh is not likely to be put to use before 1999-2000 

i.e., 8 to 13 years after the procurement. 

The Ministry stated, in September 1997, that since sufficient 

CKD bottom plates were available, a lower priority has been accorded 

to manufacture the tools to commission the press. The Ministry, 

however, did not offer any comments on import of large number of 

bottom plates and purchase of steel despite reduction in the production 

level. 

72. Wasteful expenditure 

Incor rect projection of requirement by Navy of 4.5 inch 
ammunition led to infructuous expenditure on manufacture 
of car tridge cases. 

OFB fixed a target for production of 3,000 cartridge cases of 

4.5 inch gun ammunition for Navy by Ordnance Factory Ambernath 

during 1992-93 on the basis of the requirement projected by Navy in a 

meeting with them in February 1992. This ammunition was in regular 

production in Ordnance Factory Ambernath. When the OFB did not 

receive a confirmation from Director General of Naval Armament 

Supply until June 1992, they asked Ordnance Factory Ambernath not 

to undertake manufacture of these cartridges. By then, Ordnance 
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Navy did not confirm the 
: requirement. Cartridge · 
cases and.semis 

· inariufactured in OF 
Ambernath became unfit 
due to corrosion. 

.· I 

Factory Ambernath had already manufactured 840 cartridge: cases 

valued at Rs 13.68 lakh. They also· held semi-finished items and raw 

···.materials worth Rs 2.28 lakh. These cartridge cases and semis became -

unfit for use due to corrosion rendering the expenditure of 

. Rs 15. 96 lakh as infructuous. 

--~ :.\. 

The Ministry stated, in December 1997; that OFB had asked 

Ordnance Factory Ail1bernath to undertake production of the cart~idge·~-· : : 

. cases on the basis' of the requirement projected in thenieetirig withthe·--c_; 

· ... Naval Officers in February 1992:. They add-ed that they had to stop the 

production since Navysubsequently did not confirm their requirement. 

They further added that the salvage value of the damaged cartridge 

cases was Rs 6. 78 lakh. · 

Thus, bad planning on the part of the Naval Officers m 

indicating a target and their subsequent failure· to confirm the 

requirement projected in the meeting, resulted in !nfructuous . 

· expenditure of Rs 15.96 lakh . 

Manufacturing 

73. Foreclosure of indent resulting m avondlabie · 
expenditure 

Clearance of defective design in the manufacture of pll"ofofype 
guns by ARDE during developmenf trials led to manufadmre 
of defective guns at Gun Carriage Factory and forecloslillre oJf 
the indent by the Army rest1ltiiig in an avoidable expendtitull!re 
of Rs 16.74 crore 

ARDE at Gun . Carriage Factory Jabalpur· designed .and 
developed a lighter version of a field gun.. Based o~ the desig~ give~· 

. by ARDE cell, Gun Carriage Factory Jabalpur produced eight 

prototypes of the gun in 1992 which were also cleared by ARDE. In 

iytarch 1993, Arn1y HQ gave clearance for first production model 

subject to some niodifications. · 
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• 1 ' : ' ! 
1. •. . 1., I I . . , ~ , '. I - !·., 

I 

-I 

.- . -_ ~~--· -.: [,. 
I· 
I 

-. ·.. . ,. -·I· : 

· Ddects were 11oticed i111 -
. - Hne gulllls ilill trial~ ~nci 
, co.lfllfirmafory frialls~ 
- .. - I 

.. • I -
i . 

. . Army forecllosed the 
. . . - I 

ilflldleHUt dune to · - : · 
sltn~rtcomiHngs i$1!_ 1t~e gUII11 -
.. _ .. i :. . . 1.- . --

- a11111h1slked Gum Carriage 
· F. actory to imJP1IrOVl

1

e t.nie 
. - W gums JPlrodlucedl lby. 
· tllnem: ··- ·• · 

.. i 

I 
. I 

ARDE !lllllld Gmrn Garriage · 
I Factory Jabalp1.11n . .. .. 

•• expressed! inability for 

!'. .. 

; . -. ,A~y placed an indent on OFB i~ July 1993 for !~upply cir 60 

guns iri 1993-94 •. and j 994-9.5 .. Against. this, G~n carii~ge Factory I~ 
Jabalpur produced 20 guns at~·cost ofRs 10.21 crore by March1995.-- -·. '. - : ·. - ' 

-· Army obser\retl c-ertain ·defect$ in the guns during trial held· in 
·. Decerriberl 994-a~d-reque~t~d Gu~ Carriag~ f;actory Jab~lpur to rectify .. -

· the. d~-fects. >i~ confirrri~to·ry. trial~ h~ld in August/September 1995, ·'·"i"' 

Army· wanted further_ improvement~ in jump, stability and recoil 

_- sy.stem. Furlherniodific~tions· were incorporated as per the ne~ design· 

. given by ARI)E. >Ar!ny foreclosed the project in Feb~ary 1996 and 
. !" . . . . 

'asked Gun . Carriage. Factory _Jabalpur to carry .. out. some more 

modifications/improvements in the jump, stability arid recoil system to 

all20 guns before issue .. 

. B<;\sed on ARDE's opinion ofnot being able to carry out furt4er 

improvements, Gun Carriage Factory Jabalpur reported to OFB ! in.·. 

. September 1996.that no further iniprovemertt was possible iri. recoil 
· ·fortlhler improvemelllit. -
. ' .. . I. 

.. . •. - . .1-
. [._, 

. system, stability and j~p and r_equested themto takeup the matter . 
.·.· .· .... ~ith Armyfor acceptance of 20.guns.irt their presenfconditioh.> ,-, 

·I 
- -·--- - i 

. I Guns a111di ccim1Poneirnts '. ·· · 
· ... ·. - I . 

valll!ed·at Rs Hi.74 crore _ 
. reffiain amuiisedl •. 1' • 

'• ..... ;.-

.:1 '' ,-,-. 

I:·. 
I 

l 
I ·-·v··:--·· 

I 

' • _.I 

I 
!• 

- . ·~- .. 

As of November 1997, 20 guns valui~g Rs 10.21 ~;ore were 
'.·-, .. ··-. \ . 

lying at Gun · Carriage Factory Jabalpur. Besides, there was an 

additiona,l, '.financi~I reperc<lssion of. Rs 6.53 crore on account of 

surplus components held by them. 
.- ~ . 

. .· - . . -

.·· .. OFB sfuted, in. November . 1997,· th~t the ·guns. we;e 

. manufactured as. per design and drawings finalised by ARDE and 

. prototype~ approved ~Y~ them. They added that the matt~r had. been.: 

_ taken up With Army~ forac~eptance ~f 20 guns· in their present: 
.. condition .. • . 

. Failure ofARDE_and Gun CaITiage Factory. Jabalpur to carry 

o.ut . further IT1odifications/improveme~ts in. the gun led to· unfruitful 

.. e~penditure of R.s 16.44 ~rore in manufacture of io guns and surplus 

items held at. Gun C~rriage Factory·' Jabalpur .. 
'·"':" . - ·. ·,. -.<'• ... ·"· •.. ·. ·. - ·. 

- ·.. ' .-·-

.. ·' , _.Jh_e ~~~tter was referl"ed t~ . the Ministry in M~y 1997; their 
,_reply was awaited as of October 1997. . -

:r-._ 
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Ordnance F~ctory 
Khaniaria rejected entire 
lot of 2366 shells supplied 
by GSF due to cracks. 

The shells could not 
withstand filling even at 
reduced pressure. 

The defects were traced 
to substand~rd shell 
material produced by 
MSF. 

This led to a loss of 
Rs 14.24 lakh. 

74. Defective manufacture of sh.ens 

P:roductiOn of substandard shelll material by Metal and Steel · 
Factory Ishapore followed by manufacture of 2366 defective 
sh_ells out of the substandard material by Gun and. Shelli 
Factory Cossipore and fining of large number of them by 
Ordnance Factory Khamaria contributed to a Iloss of. 
Rs 14.24 lakh 

Gun and Shell Factory Cossipore supplied 2366 empty shells 

valued at Rs 12.42 lakh to Ordnance· :Factory Khamaria in October 

1993. All 2366 shells were manufactured by Gun and Shell Factory in 

a single lot; No. 21. Ordnance Factory Khamaria rejected the entire lot 

due to cracks, which got widened during filling under pressure, leading 

to press fire. 

Ordnance Factory Khamaria filled 1447 shells at the required 

20 tonne pressure. Due to incidence of press fire, they abandoned the 

filling of the ammunition at the required pressure and instead decided 

to fill the remaining at the reduced pressure of 17-18 tonne for use as 

tracer ammunition. The shells could not withstand the filling even at 

the reduced pressure. Ordnance Factory Khamaria abandoned the 

filling after filling only 30 shells at low pressure. They spent 

Rs 1.80 lakh on filling of the shells. 

The Board of Inquiry traced the· defects. in the shells to 

substandard production of shell mat'efial by Metal and Steel Factory 

Ishapore. They found that the Boron contentin this material for this lot 

produced by Metal and Steel Factory Ishapore_ was very high at 0;003 

per cent against the permissible limit of 0.001-0.002 per cent. 

The Ministry stated, in December 1997, that they were advising 
the factory to take action for regularisation of the los.s. 

Thus, production of substandard quality of shell material by 

Metal and Steel Factory Ishapore followed by its conversion into shell 

by Gun and Shell Factory and their filling by Ordnance Factory 

Khamaria contributed to a net loss of Rs 14.24 lakh, after recovering 

the scrap. 

143 

.t __ 



,.'·: 

::_ ..,: 

·/· 

: I 

. ].: 

:· '~!·"_u: 
,_.I 

- .. ::" 

. b:Mr-<Mefall a!llld Steen Factory Isl!R~poire faifiedl to p1rnmrrqptlly 
., 'in\lvestngate tlliie ireasmns forr abl!llrnrmall rejedfol!R. of tllne fuirst fot 
.; of slht~nR bll.Illlets aillidl fa.Ike · iremedfal measuiresa · Crnmtll.rrnuerll . 

pirodudliol!ll despite· albJIDmrnmnil irejedfon iresudtei!.ll :11.!lll a Iloss of. 
• Rs 1:57 (CfrOll°iea .··· ·• · 

Metal and.Steel.Factory Ishapore produced 3807 tonne billets 
. . . 

required for-conversion into the sh.ell of an ammunition during April 

199~ to M£l!ch 1995 in nine batches, The estimates prepared by Metal 

and Steel Factory Ishapore provided for' a normal rejection of 15 

·: perceik However, the. actual rejection in different batches was 

.·between 24;95 and 33.63 per cent, constituting an average rejection of 

28: 10 per cent. 

. . The General Manager Metal and Steel Factory lshapore failed -= 

.to . investigate the reasons for the high rejection of 25.88 per cen't in 

!-\:' 
· ·the first- lot of December 1993 arid to take appropriate remedial 

- I -~ -

I 

I 

I· 
I 

~ ~ 

. I 
I' 

I 

. measure~. General ·Manager Metal and Steel Factory Ishapore waited 

until the. last··1ot of March 199S_·'before constituting the Board of 

Inquiry. The Board of Inquiry, .constituted in March 1996, in their 

. report of April 1996, attributed the abnormal rejection to improper 1roll 

temperature/soaking temperature and inaccurate control over pass size, 

which could have been attended to if the General Manager Metal and 

· Steel••·· Factory Ishapore had constituted the Board . of Inquiry 

immediately after first. abnoimalreject.ion .in December 1993. · 

Constituting the Board of Inquiry to investigate into the 

reasons for abnortiial rejections·.'. therefore, did not serve any purpose 

.. I other than formalising the loss already suffered due to deficiency in 

i 

'i 

the process. 

Thus, failure of the GM, MSF to constitute. the Board of Inquiry 

promptly hfter the first abnormal rejections were noticed as well as 

deficienf Oversight_ on the part of OFB resulted in excess rejeetion of 

1031 tonne billets and .corisequentjal • los's of Rs 1.57 crore excluding 

the scrap value of the rejected material. 
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Abnormal rejection of 
bomb bodies during 
1994 - 1995 not yet, 
investigated lby OF, 
Muradnagar .. 

The Ministry stated, in October 1997, that they were taking 

measures to control the abnormal rejections with the help of 

temperature control and better supervision. 

76. Abnormal rejection of bomb bodies 

79 per cent of the 10ff bomb . bodies manufactmrerl[· bf 
Ordnance Factory Muradnagar failed in inspection 2t11111dl st , . 
finalinspection stage. This led to a waste of Rs 49~14 fakb:; . 

Ordnance Factory Muradnagar ·manufactured and processed 

100 empties of a bomb at a cost of Rs 62.20 lakh during February 

1994 to August 1995 against a warrant issued in February 1994. Out 

of· these 79 empties, were rejected . due to bad material and bad 

wo"r.la:nanship. The rejection ledtowaste of Rs 49.14 lakh. Ordnance 

Factory Muradnagar had assumed a rejection of 51 per cent in the 

estimates, which itself was v~ry high.- The actual rejection, however, 

was much more at 79per cent .. The value of excess rejection over and 

above the high assumed rate of rejection of 51 per cent was 

Rs 17.41 lakh. 

General :Manager Ordnance Factory Muradnagar stated, in 

March ·1997; that they had constituted a Board of Enquiry in 

December 1996 and, suitable action would be taken on receiptofhs 

findings. The Ministry stated, in September 1997, that OFB had been 

advised to enquire into the abnormal rejections and take appropriate 

actfon. 

:If! 
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Actual rejection of 
29.59 per cent against 
norma l rejection of 
15 per cent constituted 
an excess rejection 
valued at Rs 23.41 
lakh 

Board of Enquiry not 
yet constituted by 
MSF. 

77. Abnormal rejections in manufacture of steel bars 

The rejection in production of alloy steel bar in Metal and 
Steel Factory Ishapore was double the normal rejection. Yet, 
they did not investigate the reasons 

Out of 449.41 tonne alloy steel bar produced by Metal and 

Steel Factory for shell body of an ammunition during April 1993 to 

March 1994, 132.97 tonne were rejected in inspection. The actual 

rejection of 29.59 per cent was double the normal rejection of 15 

per cent. Abnormal rejection of 14.59 per cent constituted 65.56 tonne 

steel bar valuing Rs 23.4 1 lakh. 

In only 14 of the 46 lots, the rejection was within the 

permissible 15 per cent, the best performance touching a figure of 0.09 

per cent rejection only. In the remaining 32 lots the rejection ranged 

between 15 and 100 per cent. Yet. Metal and Steel Factory Ishapore 

did not constitute Board of Enqu iry to investigate the reasons for 

abnormal rejection immediately after abnormal rejections were noticed 

in the first few lots and continued the production without addressing 

the reasons for abnormal rejection. 

Though Metal and Steel Factory completed the production 

against this warrant in March 1994. they were yet to set up Board of 

Enquiry to look into the circumstances leading to abnormal rejection 

as of December 1997 in terms of instruction of OFB. 

The Ministry stated, in December 1997. that Board of Enquiry 

was being constituted to pursue the case. 

78. Costly material lying as surplus 

Production of substandard picrite by Ordnance Factory 
Bhandara has led to accumulation of 846 tonne 
Dicyandiamide valuing Rs 1.87 crore 

Ordnance Factory Bhandara received 700 tonne Dicyandiamide 

(DCD) between January 1990 and September 1990 for use in the 

146 



-1 

DCD valued at 
Rs l.87 crore lying at OF 
Bhandara due to 
substandard production 
of picrite using the DCD. 

manufacture of picrite for which demand was placed on. them by 

Cordite ~actory Aiuvankadu which uses picrite in the manufacture of 

Triple Base Propellant. Besides, ·Ordnance Factory Bhandara was 

holding-360 tonne DCD as of September 1990 in stock-pile. 

As the. propellant manufactlired by Cordite Factory 

Aruvankadu using picrite ex-Qrdri~ce Factory Bhandara did not meet 

the specific ballastic -parameters, the Cordite Factory Aruvankadu 

requested OFB to short-close the demand for picrite _placed on 

Ordnance Factory Bhandara. Further, Cordite Factory Aruvankadu 

reqµested OFB to place the demand for picrite on _Ordnanc~ Factory 

!tarsi whose picrite was found satisfactory. As 213.78 tonne DCD 

only could be co,nsumed in production of picrite upto August 1997, 

Ordnance Factory Bhandara was holding a stock of 846.217 tonne 

DCD valuing Rs -1.87 crore as surplus, which was attributable to the 

picrite produced by 9rdnance Factory Bhandara not being up to the 

satisfaction of the user factory. 

OFB stated, in August 1997, that DCD was rendered surplus at 

Ordnance Factory Bhandara due to reduction in users requirement of 

105mm ammunition. This contention of OFB is not correct as picrite 

being an essential constituent of Triple Base Propellant, are required 

for ammunition of various large calibre guns like 105 mm, 125 mm, 

130 mm etc. and not only for 105 mm ammunition. 

Thus, p:i;oduction. of substandard. picrite has led to Ordnance 

Factory Bhandara ho_lding surplus stock of DCD valuing Rs 1.87 crore 

as of August 1997. 

The matter was referred to the Ministry; in April 1997; their 

reply was awaited as of December 1997. 
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79. Defective ]plll"l[])Cessnllllg ieadillll.g ti[]) · 1rejectl:iiollll l[])f 
bases· 

· D~lfedlive . JpHr({])~essillllg ({])f bll~lllllks . by 0l!"dlllll1i!lllll~e Fadmry 
Ambajllnaiiirn · has lled fo irejectfofili ({])f 20mD bases vahnftllllg 

. Rs 22J6fa)kh . 

Ordnance Factory Arribajhari imported 40000 blanks between 

December 1994 and April 1996 at a cost of Rs 1.07 crore for 

manufacture of base of a tank ammUnition. They manufactured 8000 

· bases in four lots during 1995-96 utilising 10000 blanks received as a 

single consignment. Of these; one 16t comprising 2000 bases valuing 

Rs 22.16 lakh failed in dynamic proof test due to flange chipping off 

· during extraction of base from the gun. The lot was ·finally rejected in 

August 1996. 

GM Ordnance Factory Ambajhari stated, in November 1997, 

th~t the rejection arose due fo processing defect. He further added that 

the reje~ted cartridge cases. w~re· being rectified . He added that 

· c'artndge case·s would be subjected to proof afresh on completion of 

tectification, wheretliey.are expected fo be passed .. 
. I . 

The Ministry stated, in December 1997, that rechecking and 

fresh 'proof of 2000 bases is under discussion with SQAE Nagpur .. 

. The case,. therefore; reveals that defective processing of blanks 

by· Ordnance Factory Ambajhari J;ias resulted in manufact~re. and 

· subse9uenfrejeetion of2000 bases valuing Rs 22.16 lakh in proof. 
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Ordnance Factory 
Ambernath's 
pro cu rem en t of zinc 
ingot from HZL at 
higher rate resulted in 
extra expenditure of 
Rs 40.32 lakh. 

Provisioning of stores and machinery 

Stores 

80. Procurement of stores at higher rates 

Ordnance Factory Ambernath and OFB procured the stores 
at higher rates which resulted in avoidable extra expenditure 
of Rs 52.21 lakh 

In the following two cases Ordnance Factory J\mbernath and 

OFB procured ingots at higher rates leading to avoidable extra 

expenditure of Rs 52.2 1 lakh. 

Case-I 

Ordnance Factory Ambemath placed a supply order on 

Minerals and Metals Trading Corporation (MMTC) in January 1996 

fo r supply of 3000 tonne Zinc ingot at Rs 381 17.70 per tonne 

excluding the Customs duty. Ordnance Factory Ambernath was to 

furnish Customs duty exemption certificate at the time of clearance of 

the consignment. MMTC supplied the 3000 tonne of Zinc ingot 

during March - December 1996. 

Simultaneously Ordnance Factory Ambemath, placed another 

supply order fo r 164.587 tonne Zinc ingot in January and February 

1996 on Hindustan Zinc Limited at higher rate of Rs 60,492 per 

tonne, which included Excise Duty of Rs 7800 and Sales Tax of 

Rs 2392. Compared to the total price paid to MMTC, the procurement 

from Hindustan Zinc Limited entai led an extra expenditure of 

Rs 40.32 lakh. 

Case II 

In another case, OFB placed supply order on MMTC for 2260 

tonne Aluminium ingot in April 1995 for Ordnance Factory 

Ambajhari and Ordnance Factory Ambernath at Rs 63 142 per tonne . 

OFB issued sanction in May 1995 authorising Ordnance 

Factory Ambernath to procure 100 tonne ingot at a higher all 
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OFB's purchase of 
Aluminium ingot from 
NALCO was expensive 
by Rs 11.89 lakh. 

inclusive rate of Rs 88,458 per tonne from Mis. National Aluminium 

Company (NALCO). Against this, Ordnance Factory Ambernath 

procured 98.052 tonne in March 1996 incurring extra expenditure of 

Rs 11.89 lakh, which could have been avoided had the requirement of 

thi s l 00 tonne quantity been included while placing order in April 

1995. 

OFB stated, in August 1997 that the MMTC purchases were 

highsea purchase and orders for immediate supply on Hindustan Zinc 

Limited and NALCO were given to avoid the situation of stock out 

and break in production. However, OFB failed to clarify why they 

did not adhere to the proper ordering level which could have prevented 

the possible stock out situation. Besides, while the MMTC supplied 

the first consignment of 628.78 tonne Zinc ingot as early as March 

1996 itself, in the case of Aluminium ingot, the urgency was not 

established since Mis. NALCO supplied them in March 1996 i.e. 

about 10 months after the sanction. 

The matter was referred to the Ministry in April 1997; their 

reply was awaited as of December 1997. 

81. Excess provisioning of additive liners 

Indication of the requirement of propellants by Army without 
adequate care led to unutilised stock of 5906 additive liners 
valued at Rs 19.79 lakh required for manufacture of 
propellants 

Based on the demand projected by Army in the meeting held in 

March 1992 for production of propellants of an ammunition, OFB 

approved a programme in May-June 1992 for production of 9000 

propellants at Cordite Factory Aruvankadu. However as the Army 

subsequently did not confirm their requirement, OFB asked Cordite 

Factory Aruvankadu in March 1993 not to manufacture propellants 

further. 

Cordite Factory Aruvankadu had already purchased 8900 wear 

additive liners valuing Rs 29.82 lakh before receiving the order for 

postponement of further production during November 1992 - January 
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···Ordnance Factory 
Khamaria did mot 
Cl;)rry out;pre-despatcb 
inspeCtiori ·. 

1993. They produced 1600 propellants using 657 liner~ from their 
fresh purchase and 1520 from their existing stock .. Out of the balance 

8243 liners, Cordite Factory 'Aruvankadu utilised 2337 liners up to 

August 1997 leaving5906 unutilised liners valuing Rs 19.79 lakh. 

Thus, projection of the demand by Army in the meeting of 

March 1992 without adequate care led to a stock of 5906 liners valuing 

Rs 19.79 lakh lying unutilised for the last four and a half years with no 

· immediate prospect for their utilisation. 

The matt~ was referred to the· Ministry in May 1997; their 

reply is awaited as of December 1997. 

82. Waste due to rejection of · imprnrted dlefa1y 
element 

Ordnance Facfory Khamaria ftmpo:rted 40000 delay eilemellllts 
valuing Rs 29.63 lakh in· February 1994 for manufadu!l"e l(J)Jt'. 

fuze of the ammunition for 155 mm gun withollllt testil!llg tlhle . 
advance sample or ~a:r:rying out pre-despatch inspection. The : 
entire consignment was found defective .resulting illll a Ross l(J)jf · 

Rs 29.63 lakh 

Ordnance Factory Khamaria placed an order on a foreign firm 

for import of three components of fuze of 155 mm ammunition at a 

cost of Rs 78.21 lakh in June 1993. 

As per the terms of the contract, bulk supply was to commence 

after· satisfactory examination and testing of advance sample of 100 

· each of the three components in India. OFB asked the foreign firm in 

September 1993 to supply the consignment by ship without waiting 
for sample clearance on the ground of non-availability of air lift 

sanction from Civil Aviation authorities and urgent need of the 
ammunition. They did not conduct.· pre-despatch inspection at the 

supplier's premises either. 

Ordnance Factory Khamaria received the components m 
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Ordnance Factory 
Khamaria rejected 
imported delay 
elements in J un e 1994 

Foreign firm refused to 
replace the rejected 
delay element. 

Rifle Factory lshapore 
purchased semi finished 
chests each at Rs 1565 
for conversion into 
finished chests at a cost 
of Rs 2286 each in the 
factory 

February 1994. Of these. full consignment of 40000 delay elements 

valued at Rs 29.63 lakh was found defective and were rejected in June 

1994. The Ordnance Factory Khamaria intimated the rejection of 

delay elements to the foreign firm in July 1994 requesting them to 

replace the defective consignment. But the firm refuted the claim in 

July 1994 stating that the tests and final inspection carried out by them 

before despatch were satisfactory and the rejection of delay elements 

was due to other reasons at the Ordnance Factory Khamaria. 

The Ministry stated, in December 1997, that Ordnance Factory 

Khamaria had issued seven expeditors to the firm for replacing the 

consignment but had not received any response. The rejected delay 

elements valuing Rs 29.63 lakh were lying in stock of Ordnance 

Factory Khamaria as of December 1997. 

Thus, dispensing with the advance sample testing as well as 

failure to carry out pre-despatch inspection at foreign firm· s premises 

resulted in purchase of the defective delay e lements valuing 

Rs 29.63 lakh. 

Other cases 

83. Extra expenditure on wooden chests 

Rifle Factory Ishapore incurred an extra expenditure of 
Rs 28.59 lakh in purchase and conversion of semi finished 
chests into finished chests instead of purchasing finished 
chests from trade 

Rifle Factory Ishapore commenced production of 5.56 mm 

rifles from 1993-94. It purchased 1125 semi finished wooden chests 

for packing of 5.56 mm rifles at the rate of Rs 1565 and Rs 1430 

respectively per chest against supply orders placed in May and October 

1995. It converted the semi finished chests into finished chests in the 

factory by spending another Rs 2286 bringing the price per finished 

chest converted from semi finished in the factory to Rs 3851 /Rs 3716. 
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Finished chests were: 
available for only 
Rs 1265 eaclhi • 

The extra expenclihnre fin 
purchase and conversiol!ll 
as compared! to pmrclhiase 
of finished chests.was 
Rs 28.59 iakh. 

During the same period the Rifle ·Factory Ishapore, placed orders in 

Jurie ·1995 for 3500 finished chests from the trade at Rs 1265 each.; . 

Compared to the pnce at which Rifle Factory Ishapore 

purchased the finished chests, ·the total cost of semi finished chests 

converted into finished chests was three times. In faet; not only was 

the price of semi ·finished · chests · purchased by the Rifie. Factory 

.Jshapore more than that of the finished .chests, the conversion cost in 

the factory was 1. 80 times the cost of finished product from the trade. 

The decision of Rifle Factory Ishapore to purchase semi 

finished. chests at a rate which was higher than the. cost of the fillished 
-

chests and incurring expenditure of Rs 2286 on converting them into 

finished chest betrayed low concern for value for money. 

Procurement of 1125 semi finished chests and converting them 

into finished chests in the factory resulted in an extra expenditure of 

Rs 28.59 lakh. 

The Ministry_ stated, in December 1997, that until the source of 

finished chests was established, the Rifle Factory Ishapore was 

compelled to purchase the semi finished chests to avoid hold up of the 

dispatch of 5 .56 mm rifles. The contention of Ministry was not 

convincing as prima-facie the cost of semi finished wooden chests, and 

more so their conversion at about one and half times the cost of the 

seµii finished ~hests lacked justification, Besides, as the production 
-

process of 5.56 mm rifle had been going on for quite some time, GM 

Rifle. Factory Ishapore ought to have taken advance action for sourcing 

the finished chests from the trade. 
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Clhianrmam OJFB fixed! 
firm prke 'for 
t~allllsmnssnollll assemlbilnes 
illllMay ll995. 
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§ulbseq[llllelllltlly llne 
inn creased! price of tllne: I 
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:ll.OpercenHo tllne price of · 
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rn per cendnnuease was 
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Cllnafrmann, l(])JFJB aillloweidl 
two rates for SUllJPIJPili.es I 

dlUJIJI"Ilnng tlhte same year j 

foadli.Jmg to excess i 

JPll!ly,meJmt of Rs ll.5ll cmre 
to BlEMlL. I 
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84. . A1rlbRfr21ry nncwease i1111 pwnce. 

; Airbfttirairy ftncirease inm the pirice oftiraumsmftssftoim assembilfte~r 21lllrll ·· 
. ft!Blteirfa«:e ftt~ms · !by. Cllnailrnmallll OFJB inesllilRted nllll :exfra. 
expemllntunire bf Rs 1. 76 ciroire 

-
Chairman OFB negoti~ted the per unit rate for supply of 236 

transmission assemblie.s 9f BMP with the Director (Marketing) BEML 

BangaloreinJ\ilay 1995 at Rs 11.15 lakh for the first 100 assemblies to 

be supplied during .199 5-96 and at Rs · 11.26 lakh for the remaining 13 6 

assemblies to pe supplied during 1996-97. The two sides decided the 

rates for supp~ies during 1995-96 and 1996-97 by adding 10 per cent 

and 11 per cent respectively . to .the last per unit purchase rate of 

Rs 10.14 lakh. 

Subsequently, ho'wever, on a request by BEML .the Chairman 

OFB decided: in October 1995 to increase the uniLrate of 136 

assemblies to' be supplied during . 1296-:97 from Rs 1 1.26 lakh to 

Rs 12.27 lakh ,by ·adding 10 per cent to the unit rate of Rs 1 l. l5Jakh 

for the~ assemblies to be supplied during 1995-96. This decision of the 

Chairman OFB to increase the rate of the second lot of the same supply 

order by 10 per cent of the first fot was flawed, since as per the 

negotiations the increase in unit rate· was to be applicable on the last 

purchase orde~, while 236 assemblies constituted a single supply order 

and called for. further reduction .. ofthe price ·due to bulk supply order. 

. Besides, :BEML had already agreed to the. rate of Rs 11.26 lakh per 

assembly; : 

. This ":'as further compounded l;>y the fact that though BEML 
supplied an' 236 assemblies during 1995-:96 itself, yet the Chairman 

OFB admitted payment for 136 assemblies out of them at the higher 

rate of Rs 12.27 lakh instead of at the rate of Rs 11.16 lakh applicable 
. ' 

for 1995-96. Jhe impropriety of this decision ·of the Chairman OFB 

resulted in an excess payment of Rs 1.51 c:rore. On being pointed out 

by Audit, Orpnance Factory Medak referred . the matter regarding 

justification for price inciease of 136 assemblies to OFB. 
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Admitting testing 
charges on all assemblies 
rat~er than on seven 
only led to excess 
payment of 
Rs 22.90 lakh. 

Ministry agreed to 
recover Rs 1.51 crore 
upon being pointed out 
by Audit. 

Besides, in the original agreement of May 1995, the two sides 

had decided that the BEML would carry out load testing on only three 

units of the first lot and four of the second at Rs 10,000/- per unit. 

·However, Chairman OFB admitted the claim of the BEML towards 

testing charges of all 236 assemblies. This led to excess payment of 

Rs 22.90 lakh on testing charges of 229 ·assemblies, whi~h were not 

required to be tested as per the original order. 

OFB had placed supply order on BEML for 236 interface items also 
along with the transmission assemblies. On the sa1Ue l~gic. of 1 O. · 

per cent increase on the last price, the Chairman OFB paid Rs 21789/

each for the 136 interface items against Rs 19800/- per unitagreed to 

by BEML for 100 units to be supplied during 1995-96. BEML supplied 

the 136 interface items also during 1995-96 itself along with the 136 

transmission assemblies. This resulted in excess payment of 

Rs 2.69 lakh. 

Ministry stated, in September 1997, that BEML have been · 
informed of the decision to recover Rs 1.51 crore from their pe~ditig, . 

. . .. . -~ ... ·- . 

bill. They added that load testing was done only on 7 transmissiqn · 

assemblies and the testing charges of Rs 23.60 lakh were distributed 

on the entire quantity on order. The stand of Ministry about load testing 

charges is not tenable as 9nly -7 assemblies were to be tested at ;Rs 

10000 each; for which the firm should have been paid Rs 70 thousand 
only. 

Thus, arbitrary increase in the price of transmission assemblies 

and interface items by Chairman OFB resulted in committing excess 

expenditure of Rs 1.76 crore, of which only Rs 1.51 crore is proposed 

· to be recovered on being pointed ciut by Audit. 
;' 

155 



Vehicle Factory 
Jabalpur placed two 
more supply orders 
without awaiting 
production of pilot 
batch . 

CQA J a balpur gave 
clearance for bulk 
production even though 
Vehicle Factory 
Jabalpur had partially 
lost faith in the 
capability of the firm . 

Area Inspectors 
accepted defective sets. 

85. Jnfructuous expenditure 

Negligent clearance of bulk production of equipment for 
Shaktiman vehicles by CQA(OFV) Jabalpur placing of supply 
orders by GM Vehicle Factory Jabalpur even before the 
capability of the firm was established and careless inspection 
by the Area Inspector resulted in infructuous expenditure of 
Rs 26.57 lakh . 

GM Vehicle Factory Jabalpur placed a development order in 

August 1986 on Grau brakes Limited New Delhi for supply of 300 sets 

of brake actuation equipment for Shaktiman vehicle at the rate of 

Rs 6800/- per set by January 1988. The firm supplied two samples in 

March 1989. Of these. one was accepted by Controllerate of Quality 

Assurance (Ordnance Factory Vehicles) {CQA (OFV)} Jabalpur after 

trials with certain modifications after which he gave clearance fo r 

production of a pilot batch of 50 sets in February 1990. 

Without waiting for the outcome of performance of the 

equipment produced as pilot batch of 50 sets, GM Vehicle Factory 

Jabalpur placed two more supply orders on this firm in November 

1989 and January 1991 for supply of 1400 and 1500 sets respectively. 

Against the order for pilot batch of 50 sets, the firm supplied 

25 sets in April 1991. These sets needed rectification of the 

deficiencies before they were fitted on the vehicles in February 1992. 

Without first ensuring that the firm was capable of 

manufacturing defect-free set by testing the remaining 25 sets due 

against the pilot batch of 50 sets in terms of the order fo r 300 sets of 

August 1986, CQA(OFV) Jabalpur gave clearance for bulk 

production in March 1992, whereas around the same time GM 

Vehicle Factory Jabalpur cancelled the supply order for 1500 sets of 

January 1991 due to doubtful capability of the firm. 

The firm supplied remaining 275 sets against the supply order 

for 300 sets of August 1986 between September and November 1992. 

These were inspected and accepted by the Area Inspector. Of these, . 
five sets were fi tted in the presence of the firm· s representative in 
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- I 00 ets supplied by the 
firm were rejected by 
Area Inspector after 
the stipulated period. 

January 1993. which needed certain rectification by the firm. 

Veh icle Factory Jaba lpur fitted 42 of the remaining 270 sets 111 

March 1993 without the presence of the firm· s representative and 

noticed a number of defects in their fitmcnt. In view of the inability 

of the firm to supply defect-free sets. the GM Vehicle Factory Jabalpu r 

cancell ed the supply order for 1400 sets of ovember 1989 in 

September 1993. Besides, he shortclosed the supply order for 300 sets 

of August 1986 in January 1994 at the accepted quantity of 30 sets i.e. 

25 sets of the pilot samples and fi ve sets which were accepted by the 

Area Inspector after rectification. 

Meanwhile the fom had supplie~ in March 1993 

against the supp ly order of ovember 1989. which were rejected by 

the Area Inspector in August 1993 i.e. after six months as against 60 

days sti pulated in the supply order. Vehicle Factory Jabalpur directed 

the firm. in October 1993. to refund Rs 18.12 lakh towards payment 

already made for the 270 sets o f brake system suppli ed against the 

supply order of August 1986 which were rejected by them and 

returned the firm's bill for Rs 8.45 lakh representing the cost of JOO 

sets against supply order of November 1989, rejected by the Area 

Inspector. 

The firm contested the decision of the Vehicle Factory 

Jabalpur to shortclose/cancel the orders and refused to refund 

Rs 18.12 lakh. stating that 300 brake systems supplied against the 

order of August 1986 were accepted by the Area Inspector and 

rejection of I 00 brake systems suppl ied against the order of November 

1989 was intimated after the stipulated period of 60 days. 

The case was referred to the so le Arbitrator in Apri l 1994. The 

Arbitrator held. in June 1995, that the firm should be allowed to fit 

270 sets on vehicles in presence of the inspector, who had cleared 

them. For other 100 sets, the Arbitrator directed the firm to ensure 

that these were fitted on veh icles. The District Court, Jabalpur also 

upheld the award of the A rbitrator in February 1996 and advised 

Vehicle Factory Jabalpur to make payment of Rs 8.45 lakh, being the 

cost of I 00 brake systems supplied against the order of November 

1989 to the fi rm along with interest. Vehicle Factory Jabalpur paid 
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· .. Rs 8.45 lakh to the firm in March.1996 and was holding 370 defective 

· · · brake system valuing Rs :26.57 lakh as of September 1997. 

OFB stated, in July 1997, that bulkproduction clearance wa:s 
.. . 

accorded in view of the satisfactory fitnientJ trial rim .. The Ministry, 

however, stated in September 1997, that OFB had been advised to 

enqµite into the· circumstances under which bulk.production clearance 

was! accorded and two supply orders placed in November 1989 and 

January 1991. 

Thus, clearance of bulk production by CQA(OFV) Jabalpur, 

pla~ing of supply orders by GM Vehicle Factory Jahalpur even before 

the ·:capability of the. firm was established,· absence of co-:ordination· 

·· bet~een tlie GM Vehicle· Factory, Jabiilpur and the CQA and 

· carelessness by the. Area Inspector resulted in Vehicle Factory 
' 

Jabalpur holding 370 defective sets valued at Rs 26.57 lakh. 

· - 86. i Uim211tntlhto.1rn§ed expendlntrn11re by General Ma1rnageir, 
Fiiem Gwunr Factory Kaimpmt 

GM9 l?fi.$Ildl Gunn Fad([])ry Kallllpunir -bnsfalllledi ltw«> new fi.nn(())IU!dll.mR · 
. Jfirnirlllliaices at lRs 2,53 CJr([])Jre nn d!Jlsl!'egairdl ([j)jf tl!ne 11.imfi.lts mn lbi.iis 
Jfinn~1t11cfall powe1rs «llllll tlhle lhasns_([])jf misll'ep1res.enfa11:fol!ll oif the fads . 

·~· . . '" ' - . ,_,., . - ' - .. -

, . The GM Field Gun Factory Kanpur placed supply order on Mis 
GE~ Alsthom for· supply 9f 11 induction furnace items at a cost of 

' . 

I Rs ~.52 crore in June 1993. The items. of ·equipment were received 

dutjfig October 1993. The GM Field Gun Factory Kanpur spent another· 

.: Rs ~.OJcrore oh installation, commissioning and civil works during 

October 1993 to July 1995~ Scrutiny of the transaction disclosed the 

follqwing: 

GM iFieid G~inl Factory 
p~rieJln·asedl fitems 1I1.ot ·· ·· · f 
wfitllnfi1I1. llnfts dleiegatedl .. I · . - . ; . . 
powers. · i · 

,. . 

,, . · , (i) : The GM does· not enj,oy any financial power for capital 

inv~stment. . Yet he . placed _,supply ,order~ for equipment valued at 

Rsl[.52 crore, which was more than 15 times· the upper limit of his·. 

fin~cial powers ip respect· of other items. 
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GM Field! Gun Factory 
purchased items for 
assembling induction 
furnaces misrepresenting 
them as replacemeo"t 
items. 

Augmentation of 
capacity forcivil trade 
orders wa.s against 
Ministry's instructions. 

Treating the items as . 
proprietary ofGEC . 
foreclosed the scope_of 
competiticm andlower 

·prices. 

There was slump in 
production during 1996-
97 despite increased 
capacity. 

(ii) , The GM misrepresented. the facts in as much as he placed 

orders for the 11 items . of equipment . as replacement of different 

electrical accessories and furnaces due to considerable wear and tear of 

· · · the major components of these electrical accessories. Scrutiny by audit 

disclosed that 11 items .of equipment were,· in fact, new procurements 

for assembling two new induction furnaces each of 1000 tonne 

capacity rather than replacement of worn out parts of equipment . 

. (iii) _The main reason indicated in the Tender Purchase Committee 

meeting of the factory under the chairmanship of the GM, in which 

they took the. decision for procurement of 11 items of induction 

· · furnaces w~s that they would be in a position. to meet the pending civil 
. . ' . 

. trade order of more than Rs 20 crore. The decision of the GM was 

.against the Ministry:s orders for civil· trade by ordnance factories 

which . prescribed . that 9nly the additional spare capacity of the 

. ordnance factories should be used for the. civil trade. 

(iv) · The GM purchased equipment from Mis GEC Alsthom as.their: 

proprietary item on the plea that the e~isting 20 ton arc fum~~e ~ith · . · 
the factory was of GE.C make .. His logic was flawed since hemi{ 9(.·,.: 
equipm~nt purchased by him in 1993 were actually components of new 

induction.furnaces. Thus, the flawed argument of the GM foreclosed 

the optiop of generating c9mpetition and therefore lower prices. 

(v) Subsequent scrutiny of product~on: ~fter July 1995, when two 

new induction . furnaces were commissioned, disclose<:! that while · 

during 1995-96 the Field Gun Factory produced 8078 tonne of ingots 

in comparison to 6281 tonne and:6498 tonne during the preceding.two. 

years when they were.equipped with only 20 ton arc futnace;•'there~ri~·· 
sudden slump in the production of ingots during 1996-97 .t~ 5404.: 

. tonne, despite additional capacity of 2000 tonne· with ·· the' · 
~.- : 

commissioning of th~ two induction furnaces. 

OFB stated, m September 1997, that the Field Gun Factory 

· .. increased their .capacity from existing 6500 tonne, being ~lie d~rated 

capacity of 20 tonne arc furn~ce by.another 2000 tonne through these 

two induction furnaces. The OFB did not, however, indieate the ·reasori 

for drop in the production:~ The OfR did not also ingicate whether any 

action h.asbeen take11 against the .pe~so11s responsible for exceeding the 

delegated powers and misrepresentation of the facts, despite the Board 
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Deficiency of hand 
grenades costing 
Rs 2.44 crore pointed out 
by Audit in 1995 was yet 
to be investigated. 

Stock verification in 1994 
and 1996 in AFK 
revealed further 
deficiency of grenade 
components valuing 
Rs 49. 70 lakh. 

of Inquiry, constituted after the findings of Audit were reported, clearly 

established the acts of omission and commission of the GM. 

The matter was referred to the Ministry in April 1997; their 

reply was awaited as of December 1997. 

87. Deficiency of grenade components 

Ministry has taken a long time of more than three years in 
investigation of deficiency of 2.70 lakh empty hand grenades 
valued at Rs 2.44 crore despite being pointed out in the earlier 
Audit Report. Further deficiency of components of the 
grenade valued at Rs 49.70 lakh has also come to notice 

Deficiency of 2.70 lakh empty hand grenades valuing 

Rs 2.44 crore at Ammunition Factory Kirkee was brought out in the 

Report of the C&AG, Union Government - Defence Services (Army 

and Ordnance Factories) for the year ended 31 March 1994 (No. 8 of 

1995). In their Action Taken Note, Ministry had stated, in January 

1996, that the deficiency had arisen due to drawal of the material 

against temporary receipts and added that a Board of Enquiry was 

constituted to investigate the matter. The Board of Enquiry was yet to 

submit its report as of December 1997. 

Further examination of stock verification reports m 

Ammunition Factory Kirkee disclosed additional deficiencies in the 

stock of four components of the grenades namely Base plug, Striker, 

Retaining pin & Ring and Centre piece valued at Rs 49.70 lakh during 

the stock verifications conducted in March 1994 and March 1996. 

GM Ammunition Factory Kirkee and OFB repeated the earlier stand of 

the Ministry that the deficiency was not actual and that it had arisen 

due to drawal of components on temporary receipts which have not 

been entered into the Bin Cards in view of non finali sation of the 

report of Board of Enquiry. 

The system followed m the Ammunition Factory Kirkee 

therefore, does not provide assurance about security of the sensitive 
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OJFB sWill'll'ell"edl 2 Iloss l[])f 
!Rs 55.419 Ilalklln llllll· 
· execlntinng expl[])rt oll"dle!l" •. 

materials. In the first place, there can be rio justification for drawal .of 

· components on temporary receipts. Secondly, even after being pointed 

ouf in the Stock Verification Report and Audit Report, they have taken 

a fong time in investigation; ostensibly necessitating further drawals on 

temporary receipts until the investigation is completed. ff thls 

Hmitation on their· ability to draw the components from the stock on 

,proper indents and s~multaxieous entry in the Bin Cards is accepted, the 

OFB is never likely to set the matter right, since there wiH always be a 

time gap between the occurrences of deficiency and the investigation of 

deficiencies. 

The manner of drawl of such. sensitive components on 

temporary receipts and huge deficiencies detected in stock verification 

, . calllsSor an independent investigation of the entire matter; : . 

.-~., .... 

The Ministry stated, in December 1997, that f~ctual position , 

would be revealed on completion of investigation. 

88. Loss in export mr<!lher 

OFB ·exp<Girted ·six fakb blank§ of 2im am.m1U1nitfow at im©t. 
ll"~~usatimrr of Rs 28.57 lakh 2gaiimst ~d1U12! ic:ost of p1r,nHdlMdfo:ra ' 
of Rs 84.06 lallrn, resulting iim fo§s «»f Rs 55.4~ Jiakh 

OFB concluded a contract in June 1994 with a foreign firm for 

supply. of six lakh rounds blank cartridges of an ammuniti<in at ·lil· co~L 
of US $0.105 million, · equivalent to~ Rs 33.13 lakh under ·the·· 

dispensation to the Ordnance Factories·for export. 

AmmUnition Factory Kirkee manufactured the blanks and 
packing boxes. Ordnance Factory V arangaon belted and packed them 

and supplied 6.05 lakh blanks to the foreign firm in August 1994. 

. . Examination of the documents inAmmuniti.~n Factory Kirkee 

disclosed that the c~$t of manufacture of 6.05 lakh blanks and packing 

boxes atAfnnmmtio,µFactor)'Kirkee worked outto Rs 7L99lakh arid 

that of belting ·and ·packing· at Ordnance Factory Varangaon to 
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OFB's contention of 
having recovered a 
surplus of Rs 0.78 per 
unit over full materia l 
and energy cost was 
not correct. 

Rs 12.07 lakh. Thus, against the actual cost of Rs 84.06 lakh, net 

realisation from export was only Rs 28.57 lakh resulting in a loss of 

Rs 55.49 lakh in the civil trade operation by the OFB. 

OFB stated, in November 1997, that export order was 

undertaken based on Ministry's guidelines of October 1992 regarding 

execution of a job at marginal cost. whereby the direct input costs on 

material and energy are fully recovered along with some surplus. 

They further added that in view of Ministry's above guidelines 

regarding price fixation, OFB was able to recover a surplus of Rs 0. 78 

per unit over the full material and energy costs and hence there was 

no loss in execution of the export order. 

OFB' s reply is not correct, as the cost of material for blank 

cartridge and packing boxes alone at Ammunition Factory Kirkee was 

Rs 44.15 lakh and the cost of material and energy at OF Varangaon 

was Rs 10.20 lakh. 

Thus, OFB realised only Rs 28.57 lakh against the direct input 

cost of material and energy of Rs 54.35 lakh, entailing a loss of 

Rs 25.78 lakh, which was in violation of Ministry's guidelines. 

The matter was referred to the Ministry in June 1997; their 

reply was awaited as of December 1997. 

89. Loss in civil trade order 

Failure of Machine Tool Prototype Factory Ambernath to 
follow the guidelines of OFB while quoting rates for civil 
trade led to a loss of Rs 54 lakh based on the estimated cost. 

OFB authorised the General Managers of Ordnance Factories to 

go up to minimum quotation for civil trade at the estimated cost of 

material plus labour plus 30 per cent of variable overheads. 

Test check of six supply orders plal:ed in 1995 by Air India and 

Chittaranjan Loco Works Burdwan on Machine Tool Prototype Factory 
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Ambemath disclosed that the factory suffered a loss of Rs 54 lakh due 

to violation of above guidelines by them as :shown below :. 

-· ___________ ... _.;. ___________ "."' ____ _. __________________________________________________________ .,, __ ~_ .. __ ....................................... ___________ _ 

Name of Date of Quantity Estimated Estimated 3 0 per Price Realisation Loss Total 

theitein supply labour material cent of as per bas.ed on per loss 

order variable OFB rates unit· 

overhead guide- quoted 

lines 
~ (Rs in lakh) · 

. . .;;. ... ..; ............ ,.; .. ________ --------------------~-':""""":"'"".;. ____ ~5"-':"""""""""""-.---------------------------~--------::~;.,- ...... ------------------------

. Air India 

Container 31 March 10 0.26" 

Dollies 1995 

Baggage. 23Match ·· 10 0.17 

Trolleys 1995 

Pallet 01 June· 13 0.13 

Dollies . 1995 

Chittaranjan Locomotive Works 

Gear 

Wheel 

64T 

Gear 

-Wheel 

65T 

.. . Pinion·· 
16T. 

Pirifon 

18T 

27 March 30 

1995 

21 February 40 

1995 

21 February 40 
-1995 . 

0.06 

0.06 

0.03 

8 February 60.. . Q.03 

1995 

0.35 0.18 0.79 0.37 0.42 4.2 

Lll · · 0.12 iAO . ·. 0.24 1.16 1L6·· 

L80 0.09 2.02 0.44 1.58 20.5 

0.42 0.05 0.53 0.32 0.21 6.3 

0.42 0.05 o.5J······ 0.39 Q.14 3.6. -· 

·-

0.04- 0.03 0.11 0.05 0.06 2.4 

0.04 0.03 - - 0.09 -, 0.03 0.06 3.6 

----------------------.---------.--..;.~-~--------------------------------~------------·-------------------------------------------

' .. \-

;· r:. " . 

. Total 54.20 .. · ... 
. ---------------~--:---~---~-------~-:::------------------------------------------------------------·---------------------· _____ .:.:. ...... 
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Surplus materials were 
found defective by OF 
Trichy and back
loaded to Rifle Factory 
lshapore. 

Surplus stores valuing 
Rs 131.41 lakh lying 
unused. 

Based on the actual cost of material and labour for four each of 

container dollies and baggage trolley and one pallet dolly supplied up 

to September 1997, the loss is likely to be much more, since the actual 

costs were higher than the estimated cost of material and labour. 

The matter was referred to the Ministry in June 1997; their 

reply was awaited as of November 1997. \ 

90. Surplus stores lying unutilised 

GM Ordnance Factory Trichy back-loaded 110 tonne of 
mater ial meant for 7.62 mm rifle sent by Rifle Factory 
Ishapore in disregard of OFB's orders. Apart from waste of 
Rs 2 lakh on freight, further use of material by Rifle Factory 
lshapore is doubtful in view of discontinuance of production 
of 7 .62 mm r ifle by them. 

350 tonne of stores became surplus in Rifle Factory Ishapore 

on discontinuance of manufacture of 7.62 mm rifle in May 1994. With 

the approval of OFB, the GM despatched, after inspection by Quality 

Controllers, 235 tonne of surplus stores to Ordnance Factory Trichy 

between March and July 1995, where production of this weapon was 

continuing. 

In disregard of the directive of OFB, GM Ordnance Factory 

Trichy rejected and back-loaded 110 tonne of materials valuing 

Rs 51 .11 lakh in August 1995 on the ground that these were not 

required by them. Since there was no prospect of its utilisation at Rifle 

Factory Ishapore, the expenditure of Rs 2 lakh on its transportation to 

Ordnance Factory Trichy and subsequent backloading besides the 

labour cost in loading/ unloading was infructuous. If Ordnance Factory 

Trichy did not require the materials, action could have been taken for 

their disposal instead of backloading to Rifle Factory Ishapore. 

GM Rifle Factory Ishapore stated, in March 1997, that 20 

tonne of back loaded materials had since been utilised and disposal of 

205.83 tonne of surplus materials valuing Rs 131.41 lakh which 

included 90 tonne of back-loaded material was in hand. 
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PAC recommended 
submission of all 
pending ATNs upto--
1995 within three -
months. 

From 1995-96 ATNs 
are to be submitte~ 
within four months of _
placing the.Report on 
the Table. -

OFB _stated, m November 1997, that Ordnance Factory 

Triehy's rejection of the material was not on the basis of actual test 

and trial. OFB, however, did not state ifany action had been.taken for 

unauthorised backloading of the stores by GM Ordnall.ce Factory 
_, Trichy and recovery of p~uniary loss to Government due to such 

action. 
Thus, backlloading of the stores by GM, Ordnance Factory 

Trichy not only resulted in avoidable expenditure of Rs 2 lakh on 

freight etc. but also dosed the avenue for its possible alternative 

utilisation in view of the production of 7 .62 mm rifle at Rifle Factory

Ishapore having been discontinued. 

The matter was referred to the Ministry in June 1997; their 

reply was awaited as ofDecembe_r-.1997. 

91. Follow llliJP oim Audit Reports 

Despite repeated instructions/recommendations of the JP AC, ; 
__ the Ministry irl!id mot submit ll"emedfal ATN 0111 Hll4 A:mdUt - :J! -

Paragraphs 

With a view to ensuring enforcement of accountability of the 

executive in respect of an the issues dealt with in various Audit 

Reports, the PAC decided in 1982 that ministries/departments should 

furnish remedial/corrective ATN on all paragraphs contained therein! - -

The Committee took a serious view of the inordin~te -delays 

and _ persistent failures on the _ part of large - number -, of· 

ministries/departments in furnishing the ATNs in the prescribed time 

frame. In their Ninth Report (Eleventh Lok Sabha) presented to the 

Parliament on 22 April 1997, the PAC desired that submission of 

pending A 1N s pertaining to Audit• Reports for the years ended upto 
March 1995 be completed within a -period of three months -and 

recommended •that ATNs on all. paragraphs pertaining to 'the Audit 

Reports for the year ended 31 March 1996 onwards be- submitted :to · 

them duly vetted by Audit within 4 months from the iaying bf '.~he_-· 
Reports in Parliament. 
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··· : Review Of outstanding A TN s relating to Ordnance Factories as 
i . - . 

· o~ I)ecember..1997 revealed:asunde'r:: .. 

Mi~isttj'f~ii~a to' -l '' · · ·. ·' ®( ·· · The Ministry· failed' to •submit: A1Ns in respect of 71 
submit·ATNsto FAQ~. · Paragraphs induded ilithe.A1:1dfrReports up to and. for the year 
mn 71p'a~ag~~phs'~fl. . . 

· • - · ·· · · • 1 • ended.·.··. M. arch•·· 1995: as·per< Annexure Ht Of these, 27 al!lld up to the Reports 

foir,the year ended I · paragraphs pertained to the Audit Reports up to and for the 
Mairch.l

995 
! year ended March 1993·~ · 
I 

. .. , . : I 

Ministry did not sui_b~it 
Aii'Ns•thPAc ollll.33 6r · 

. . ll._ 

.35 paragraphs in th~I "< -
Reportfor the year 

1 

elllldled March 1996 1 

-...... ·:._ 

-.. - . -.'. 

·-

Though the Audit Report for the year ended 31 March 1996 

was l~id on.the-table ofthe Parliament 0ti20 M~ch.1997 and 
. . 

the time limit of foµr rrioriths for furnishing the A1Ns has 

elapsed· in July 1997, the Ministry did not submit AfNs on 33 

out of 35 Paragraphs inCludeci in the Audit R~port, details of 
., ~ ~ 

whiCh are ill' Annexure IV. 

•"The positio~ of pending ATN's •. Wasr,eported to the Ministry in 

June 1997, their reply was awaited as of December 1997. 

92'. Response of · the ministiries/dlepa:rtmeimts 
-· .. Draft'AudiiPairagraphs ·· 

to .. ··. -

On the recommendation of the ~AC, Ministry of Finance issueg 

· · · dir~ctions to all ininistiies in June l960 tb' send their response to the 
I .- - . . .. 

~- ._ i .. I 

.. ! ' 

-- . ~ . 

-___ :_-• .!'"_. 

.... ·.;· --

I 
! . 

i 
.1: ,·· 

Dr~ft Audit· Paragraphs proposed for inclusion in -the· Report of the 

· C&AG of India within six weeks.·· The· Draft _Paragraphs are always. 

foryvarded by the respective Audit offices to the secretaries_ of the 

.. cotj.cemed ·· ministries/departments · ·.through Demi Official 

lett~rs/Unofficial Notes drawing their attention to :the audit findings 

and requesting them to send their response within six weeks. The fact 

of non-receipt ofreplies from the ministries· are invariably inJicated at 

fhefend of each such Paragraph included in: the Audit Reports .. 

i 
· ' Draft Paragraphs proposed for· inclusion in the Ordnance 

.Factory section of the Report of the C&AG of India for the year ended 

. March {997 : Unioll'Government (Defence S~rvices}: No. 7 of 1998 

we¥Jorwa:rded 'to the Secretary Department of Defence Production 

and Supplies, Ministry of Defence between April .1997 and Deceniber 
19~7 through Unofficial Notes. . . . . ·.· .· , 
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Ministry/ 
Department 

The Secretary -Department of Defence Production and 

Supplies did not send replies to 10 draft Paragraphs in compliance to 

above instructions of the Ministry of Finance issued at t):ie instance .of 

the PAC. 22 Paragraphs from among those whose drafts were·sent to 

the Secretary have finally been included in this Report. 6ut()f these, in 

10 Paragraphs, the response of tile Secretary of the Ministry could not 
. . . - ~ . 

be included due to non-receipt of replies. 

Total No. of 
Paragraphs on the · 
Ministry/Department 

. included in the 
Report 

No. of Paragraphs Paragraphnumber 
in which reply not 
received from 
respective secretaries 

-----------------------------~-------------------------------------------~--------------~------------

Ministry of Defence 
bepartmenfbf 
Defence Production. 
And supplies 

-~ ... ' - ' . 

NewDelhi 
Dated 

New Delhi 
Dated 

22 10 70, 73, 78, 80, 81 
86, 88, 89, 90 
and 91 

(SUDHA RAJAGOPALAN) 
DirectorGeneral of Audit, Defence Seirvnces 

- \, 

Countersigned 
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i. Audit Report 34* Loss due to delay in pointing out short/ 
Union Government defective supply 
(Defence Services) 
for the year 

= 1985-86 

2. 69* Failure to recover charges for use of 
Defence siding 

3. No.2of1988 9* Purchase of Combat dress from trade 

4. 41 * Loss in procurement of wax special 

5. No.2of1989 11 Purchase and licence production of 155 
mm towed gun system and ammunition 

6. 18* Undue delay in rectification of defects in 
guns 

7. 81* Review on utilisation of equipment in 
Defence Research and Development 
Organisation 

8i No.12of1990 9* Contracts with Bofors for 
(a) Purchase and licence production of 

155mm gun system and 
(b) counter trade 

9: 10* Induction and de-induction of a gun 
system 

10. 15* Repair facilities for a weapon system 

11. 17* Import of fire control system for tank 

12. 19* Import of ammunition of old vintage 

13. 46* Ration article - Dal 

14. 113* Payment of electricity duty/tax 
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15. 

16. 

No.8df1991 
: 

, ... '--···· 

11.··' 

18. 

19. 

20. 

21. 

- 22. 

23· .... · 

24. 

25. 
~ .. 

26. 

27. 

28. 

29. 

30 ... 

31. 

32. 

33. 

i . 
.. I 

! 

I~ . 
No:8df1992 

' 

• I 
i 
I 
I 

_, '· 

I 

i. 
I 

•I 
I 

. ·.! ·.· ... ···.· 
I 
i 

.. I • : • 

No.13lof 1992. 
I • 

_l.7* 

5* 

10* 

13* 

15* 

17* 

90* 

7* 

12 

18* 

20* 

28*.· 

58 .. 

67* 

12* 

,81 *. 

91* 

Part I* 

Parl II. 

Non-:-vedfication of cre.dits for stores · .. 

Delay in modernisation of a tank 

Procurement of ~toresin ~xc~ss of 
reqtiifement 

Central Ordnance· Depot,_ Agra 

Extra expenditure dµ~ to wrong 
termination ofameat contract 

Infrucfuous expenditure on procurement 
of dal chana · 

Faulty construction of overhead tanks 

Extra expenditure on the procurement of . 
sheet ground light weight OG 

Procurement of computer .. ·. 

Supply.of sub-standard timber.softwood . 

J69 

Procurement of sub-standard goods in 
an Ordnance Depot 

A voidable payment of maintenance 
charges for Defence tracks not in use 

Procurement of St()res in ex~ess of 
requirement 

Delay.in construction ofBPis 

Delay in construction of storage 
accommodation 

Redundant payment of service charges to. 
a CantonmentBoard ·. 

Delay in investigation into untraceable/ 
missing items of furniture 

Recruitment of ORs 

Trairiing of Other Rallks 



. \ 
. '-------

34. No.14 of1992 Entire Army Base Workshops· 
Report. 

35. No.8of1993 7 Extra expenditure due to delay in issue of . 
allotment letters 

~ 36. 13* Infructuous expenditure on development 
of radar 

37. 15* Non-utilisation of assets 

,...., 38. 16 Procurement of rubber bushes 

39. 19* Court of Inquiry proceedings 

40. 23* Procurement of sub-standard goods 

41. 25* Holding of surplus target sleeves 

- . - : ': . ~ 

42. 29* Import of mountaineering equipment and 
sports items 

_j 

43. 31* A voidable payment of detention charges 

44. 33* Additional expenditure due to rental of an·· 
exchange 

45. 68* Civil works for a Naval Air station 

46. 69 Non-utilisation of assets created for a 
computer centre 

47. 71* Irreg11lar provision of compound walls·. 
Case II 

48. 74 Provision of training sheds 
Case II 

·, ,;, 

49. 75* Extra· expenditure due to delay in 
according financial concurrence 

- 50. 80* Construction of an Officers'· Institute/ 
Non-Gazetted Officers' club 

51. No.8of1994.,. 10"' Establishment of a National War Museum 
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52~ 

53. 

54.-

55 .. 

56. 

57. 

58. 

59. 

60. 

61. 

62. 

63. 

64. 

65. 

66: 

67. 

68. 

69. 

I 

I 
~ !' 

- !-_ 

I 

i. 
- 1: 

i 
I 

j -
I --

No.8bf1995 
!" _., 

I. 
,. 

i 

.-.1. 

-17* 

18* 

23* 

64* 

65* 

66* 

67* 

68* 

70* 

71 * -

72* 

73* -

76* - -

80* 

82* 

85* 

-9* 
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hnporl of defective equipment 

NOil"'COmmissioning of a plant 

A voidable payment of customs duty 

Infructuous expe!,lditure due to 
inadequacies in design and execution of 
works 

Nori-utHisation of assets due to improper 
planning and their sub-standard execution 

Unfruitful expenditure on swimming.pool_. 

Construction of married accommodation 
and its re-appropriation 

Extra expenditure due to delay in 
finalisation of a water supply scheme 

--
Non:.utmsation of stores purchased 
without sanction 

Avoidable payments made to CPWD 

- -
Procurement of an item at higher rate 

- -

Extra expenditure due to failure in timely 
submission of revised estimates 

Establishment of an Army Public School 

Short _recovery of electricity charges 

Non-utilisation of assets-due to defective 
construction -

Loss o_frevenue dueto non-completion 
of works of exteniali electrification and 
water supply 

Provision-of defective graventventHation 
_system 

Unadjusted amounts of security deposits 
lying with the courts -



11 

70. 12* 

71. 13* 

-i 
72. 16* J 

73. 17* 

74. 18* 

75. 22* 
Case IT 

76. 23* 

77. 24* 

78. 29 

""'\ 79. 30 __J 
=j 

80. 34* 

81. 36* 

82. 75* 

d 
83. 77* 

~ ~ 

84. 80* 
_J 

l 
85. 81* 

86. 83* 
Case IT 

. Working of the Department of Defence 
Supplies 

Delay in repair of defective imported 
ammunition 

..... :::.-· 

Unauthorised payment of Daily 
Allowance to Service Officers . 

Import of radar 

Loss on account of non=perrn:issible 
wastage of wheat in grinding 

Recovery at the instance of Audit 

Issue, repair and utilisation of' B' 
vehicles 

Import of defective barrels 

Manufacture of defective parachutes 

Non=utilisation ofparachutes 

A voidable extra expenditure on 
procurement of roof trough 

Blocking of funds 

Non=refund of energy charges paid in 
excess 

Extra expenditure due to delay in 
execution bf contract 

Execution and payment for defective 
work 

Under=utilisation of assets 

A voidable payment of load violation 
charges/penalty surcharges 
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·' 

88. 

89. 

90; 
I 

1. 

91. I . 
I 

·r ,. 

I 
I 

92. No.8 df 1996 
I . 

I 
I 
I 

93. 

94 ..•.. .. 

95. 

..• 96 . .. 

97. 

---· 

98. 
I 
I 

99. 

100. . 
--;·._·-·. - ·~ 

101. 

102. 

103. 

. '<·84* 

85* . 

80* 

'87* 

'88* 

6 

7 

.. 8 

11* 

12 

-.. -
~;·.:-

14* 

18 

19*. 

~20: 

21 * . 

22* 

. 24* .· 

A voitiable exfra expenditure due to 
defective construction 

Avoiqable hiring of accommodation.du~. · · 
to delay in completion of married 
accommodation · . . . 

Non-commissioning of automatic fire 
fighting system 

Collapse of an overhead water: tank 

Review on equipment, .manpower and ·· . 
material management in six Research and 
Development Establishments _;;1 t• 

Expenditure incurred without 
Government sanction 

Non-settlement of Auditobjectiohs 

Non-verification of credit of imported_· 
stores 

Delay in procurement of simulators 

illordinate delay h1 repair of imported 
ammunition ' 

Additional expenditure due to non
acceptance of offer within validity 

~ \; 

Extra expenditure due to delay in placing · 
orders 

\. 

Injudicious import of tensile tester · 

FoHow up on Audit Reports 

Recruitment and Training of Anny 
Officers · · 

Hiring of vehicles. ~- -· . : . 

- - . , 

Wasteful expenditure on injudicious 
procurement of tyres · · 
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104. 25 

113. 69* 

114. 70* 

115. - 71 * 

116. 73* 

117. 74* 

118 .. 75* 

119. 76* 
.· .. , .-

120. ·. . 77"!' 

A voidable procurement of mounting 
tripods 

Loss on account of procedural lapse 

. . 

Non .. utilisation ofdiesel hydraulic 
lo~omotive shunter 

Loss from life expired oil . 

Non-utilisation of an imported equ!pmen~: 

· Nugatory expenditure due to lack of . 
planning 
A voidable payment of electricity charges 

Savings_ at the instance of audit 

Delay in construction of married 
accommodation for sailors 

Irregular expenditure on a public school 

Supply of sub-standard high strength 
cement 

Construction of sub"'stand~rd roads 

Overpayments to a firm 

Ayoiqabl~ expenditure due to excess 
provision of single accommodation 

Unauthc:>rised construction of squash 
courts 

Infructuous expenditure on design and 
development of half track multirole 
vehicle 

Blockage of funds and delay in 
implementation of a project 

·~.;_ ·. 

--.----------------------------~----.-..:. __________________________________________ ..;, ___________ . __ ~----"'!"-.:.: 

* FinalATN awaited· 
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4. 10 
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5. 

6. 12* 
. ~. . ' • -1 • . ' 
. i/. ·i.., • ..,, .. 0' 

~ . ' .. 

7. 13 
.;·•· ;~.. ' :. -

8. 14 

9. 15 
.-:'.:-

10. ., '· :_ 
,·.~. . . -~· -· 16 
" 

-· .. 
-.. • 

11. . _·· 17* 
. . :.: 

12. 19 
I .. · .'·. 

13. 
, ... - .. :--·':.: io* 

14. ; 2l '-· " 

15. 22* 

'175. 

Losses awaiting regularisation 

Outstanding claims/ dues 

Non-:utilisation of Armoured recovery 
ve~icles for want of spares 

Non"'.recovery of general damages from 
·defaulting firms 

Unnecessary procurement of engines 

Excess provisioning of steel cases 

Delay in moving newly raised platoons 

· Loss due to improper despatch of 
imported equipment 

Over provisioning of seats and cushions 
for vehicles 

Follow up on Audit Reports 

Procurement and utilisation of medical 
stores and equipment 

Defective mines 

Irregular payment to Indian Oil 
Corporation to avoid lapse of fund 

Ldss·due to f~rmation of copper azide in 
fuzes. -

Loss duetodeficient-:fite prevention 
measures 

,_ 



16. 23* 

17. 24 

18~ 25 

J 
~ 

19. 26 
-; 

20. 27 

--
21. 28 

22. 29 

23. 30 
=. 

24. 31* 

25. 32 

26. 33 

27. 69 

2.8. 70 

29. 71 * 

30. 72 

31. 73 

32. 74 

33. 75 
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A voidable expenditure on Demurrage 
charges 

Undue favour to a firm 

Injudicious procutep1ent of forklifts ··· 
·_;_ ~ 

.. • .. .. 

Proctirement of defective steering 
assembly 

Non-realisation of clain'ts from the 
Railways 

Under-utilisation of manpower in an 
Anny Base Workshop :· . . : 

Del.ay in procurement of bin steel 
portable 

Infructuous expenditure on re-
; -~ ·' 

rubberisation of road wheels 
- .. -• ' ~ . 

Non-utilisation of an imported Il1achine .. 

Irregular payment of charges 

Infructuous expenditure due to erroneous 
desp~tch of vehicles 

Defective construction of blast pens and 
taxi tnick 

Unfruitful expenditure due to delay in 
completion of work 

Loss due to irregular accounting 

Escalation in.cost due to delay in 
accord~ng Financial Concurrence 

Extra expenditure due to abnormal delay 

A voidaUe construction of perimeter wall 

Unauthorised expenditure on 
procurement of cast iron pipes ofhigher 
specification 



, 35, 
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·. 36~ 

37. 
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- ·, .. _ .. 
38. 

39. 

40. ,, , . --~ - . -. 

41."-

~l- -
·I 
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_, 

I -

I 

' I ... 
I 

'· -
i
i 

I· 
I 

76 

77 

78 

'80* 

8'1 

8:2* 

_ _._. 

Non-recovery of excess issue of 
departmental stores from contractors 

' .. - . ..!.' 

Non:.utilisation of swimming poo! _ 

Non"'.recovery of extra e~pe_p.diture from 
_ a defaulting contractor __ _ 

Non~utilisationof a_ssets duet~ faulty · 
·planning 

. -- - - ,· 

A vofdabfo payment of load violation- -· 
charges 

- . Execution of sub-standard work 

· - __ N qn-coillmissfoning of a Heating System · 

.. -:j' -- 83* _ Avoidable expenditure on acquisition of,-
1 land 

- __ ;:·:. __ _.:; __ ,.:.; __ _:_~l.:~:.. __ :_ ____ _; _____ -__ _:.: __ :_ __ .:.,:,,-___ -.:. _______________________________________ ..;_:_ ___________ .:_:_ _____ .. 
i· - - -· - . ' .. - -
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*. _,, .-. - JFiim~ll ATN iinwaifodl _ 
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I 
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Report 12 of 1 51 
1990 
-do-.· 2 58 

-do• 3 50 

-do- 4 60 
... 

-do- 5 66 
··.:do-' '·· 6 89 

Report 8 of 199} 1 24 

::.do- 2 25 

-do- 3 32 
-do- "4 36 
-do- 5 49 
-.do- 6 .51 
-do- 7 53 

•· 

-do ... 8 59 
-do- ,. 9 65 
"do- 10 68 
~do- 11. 69 
-do- 12 70 
-do,;, 13 72 

Report 8of199~.; · 1 ·: · 52 

·;,,do- 2 54 

Report 8 of 199,4 . 1 30 

· -do- 2 31 

Material Management m Ordnance & 
.. Ordnance·E uipment Factories 
Productionisation of aviation gun and 
its ammU11ition. 
General Perfortnance of Ordnanc~ & 
Clothing Factory 
Expansion of ·capacity without 
prospective need.· 
Production of :fid.d gun .ammunition-. 
Supply ofbogie type furnace .. / 

an 

Working of the Gray· Iron Foundry, 
Jabalpur 

received . 
-do':' 

Final ATN 
awaited 

.-do-

-do.-

.... -:do-

Final ATN 
awaited 

::.do-

Production 'action withqµt;fonnal ind¢nt -~ · ·' · - -do-
Rectification of cartridge cases 
U nne.cessary·procurem.ent of tracks 
·Purchase atiiiflated price 
Purchase without buyer's option clause 
and consequent loss of rate advantage. 
Violation of operating instructions. 
Premature failur~'<of acid storage tanks. 
Loss due to condemnation. 
Claim foregone due to lack of evidence. 
Overpayment of customs duty .. 
Loss of revenue; 

Procurement of containers for a phased 
out amniunition. 
Non-utilisation of stores due to non-· 
procurement of a correct instrument: 

Short-closure of an order for · empty· 
bodies of a bomb 
Short-closure of an order. 
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-do-
-do-
-do-
-do-

-do-
-do-
-do-
-do-
-do-· 

-do-

FinalATN 
awaited 

-do-

Final ATN ·· 
awaited 

-do-
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·· Report 8 of1995;. l : ... : l 
I 2 I 

I 

1. 

I 3 

' 4 
5 .. 

,·,·,, 

8 

'··· .. 
. I 9 
• I 
• I 

: 'i 
. . 1· 10· 

·i·.u· 
·v 
. I 

. -!· 12 
I. 
!· ·•· .. · - ··~) 

. I 
. .I;. 13 I 

I 14 
.. I 

i 
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J 15 I 

I 
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Report 8 of J 95)6:: l 
• I 

.· .. ,. 
··I: --
! 

• i 

i 2 
I 

1 
I 3 I 
I. 
+ 
! 

i 4 
I· 
i 
i 

.! 

. I. 
·11 

.. J3 

3.8 

49 

40 

46 

·47 .. 

. '. .· 

50 

56 
.. 57 -. 

59 

62. ·. 

.. 
... 66 

6,7: 
·. 

····_68' 
~ ·•· . .' 

"{Jnpl~rtned ··. reduction in ··production 
programme- blocking of funds. 
Infructuous . ·. expenditure due to 

. placet?erit of orders without approval of 
ail.item, 
Procm:einent · of : a robotic weldirig ·. 
station. 
I6ftjlct:uotis~exp~11diture· on procurement 
ofa.defeCtive testing machine. 

Illdi~ ·sinall Arms System(INSAS) ·. -
rev'ie\V ··.·. 
Loss due to transfer of production and 

· rejectfon. ·· ' . . ·· 

Blocking-of capital due to short;.closute 
. of orders: . · 

Abnormai rejection duringproof. 
Suppression o:f foss ill productfon. 

·Imported sfores lying rejected. 
Delay in ·procurement leading to loss of 
productivity. · 

Rejection. of stores procured fro in sister. 
· factory.:due toJong storage~ ···· · · 

Unproduc~ive . ·. investment on 
cori,:nriissionl.ngofa machine:·. 
Loss_ of stores. due to fire . 
Uni11tenqed benefit given to ·a fo~eigri 
firm .. . .. ' . 

Hµge, ·deficie11cy 'of empty· grenades· .. in 
stock· · 

-do-

·-do-

. -,,,. 

·.··.;do.-

-a0., 

Final ATN 
·awaited 

·-do-

·-do_. 

·-do-· 

-do;. 

'-do~ 

-do-· 

-do-

·:.do..: 
-do~· 

·-do_.. 

·69 · Sh.ortage ofjeriicans. ·· -do:.· 
43. Lm;s du~ to failure in production of a ..:do-· 

rifle: · 

61 Defe_ct!ve equipJllent lying without arty · A 1N riot at all 

30 

. 31 
.. 

32 

33 

use.· received· 

· · · · Peff9imance · of Ordnance 
- Organisation~~. · 

Fadory A1N not 

Production of artillery. training_ 
ammunition. 
Computerisati6n in Ordnance Faetory 
Organis.<:ttioti. 1 

· 

received evenfor 
the first time 

-do-

-~do-

Surplus inventory due to cancellati~n of Selected'by PAC· 
orders .. ·. for discussion · 
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5 . 34 

1 35 
.. 

.. ·-· 

2 36 
.3 37 
4- 38 

5 39 

40 

7 41 
8 ·'· 42 

--

9 .. 43 
10 :44- . 
11 45 

12 47 
13 4g· 

14 49 
15 -50 
16· -51 

.... ._ 

17 53 
. :; 

18 54 
19 55 
20 ~.~ 56 

-

21 57 
22 58-
23 59 

24 62 

.. 

·:~·:. 

:· ~· ._ 

!,...-

Questionable expenditure·. ATN not 
_ --. received even .for 

. I 

the first time 
Financial repercussion due to change m 
user's requirement, 
Loss due to indigenous steel she·et · ·-
Loss due to defective forging ... - .-
Bulk production of detonators berofe 
issue.of development extract.-· . ·· 
ProdUction-·o:f,defectiv~ -ammunition:~: ·· 

-do-

··-do-
... ,..do-

· Selected bYPAQ, 
fdr-discuss16fi. ·. '. 

Loss due'fo rejection of barrel forgings. ··· ATN · · - not 

·Rejeetiori·of bombs. 
Production m anticipation · of formal 
order. 
Defective production of grenades .. 
Avoidable rejection. 
Injudieiolis import of copper crusher 
cylinder 
Idling of an ammunition assembly. 
Extra ... expenditiire on rectification of 
defects. 
Sub:;optitlial utilisation-of plarit. . ·· -

•; 

Unproductive Investment.·· --
·Non-commissioning of imported; testing 
device: - .. · --- .. ' 

Non-utilisationofan imported machine.-
Rejection ofempty-shots. , .. 
Loss of stores in stock .. -. --- -- -
Excess· consumption of an ainrriunition 
in proof ' 

· Shortag~ of pig iron. • 
A voidable payment of energy tax~ ·· · · · · - · 

receiyed even for 
. the first time 

-do-
-do-. 

·-do-. 
··· , ,--do,, 

-do-

-do-
-do-· 

- -do--
--do- -· -· 
-do-

-do-
·--do-

·· -do--· 
-do-

-do-
··· · · -do"' 

A.voidable construdion of a swimming_ , 
pool. 

--da-

Follow up on Audit Report. -do-

.:-
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••• 1 I, 

- -~ :: ' : 

I 
• I :· •· 

i Showing Details ofAudlt Paragraphs issued under ReportNo.7of1997 
1 .... --~- -•• 

against which.Action T()j(en Note is yettobeireceived from the~Ministry ofDeferice 
• I '· ' • ' • • 

.,, . 

Report 7 of1997 1 
I 

34 Pencin.nance' Factory -A 1N not 

--do- :2. 
- -3 

. ! 

Organisation. - received even for 
the first time. -

35 Review on Infantry Combat Vehicles. -do-
36 -Surplusiriventory. · · -do.: 
3 7 Infruduous production of empties-. .;do-
38 Unproductive expenditure on production -do

offuze. 
6 39 Unde .. utilisation offorging capacity. -do-

i--~~~~~~T-=-~-r--~~~~-r--~-

1i 40 Idling of inventory. -do-
~· 41 Premature clearance for bulk production -do

qf 5 .56 mm rifle. 

JIO 
I 
I 

li3 .. -

116 
i 

117 
i 

li8 
I • 

li9 
I 

10 

21 
22 

42 

43 

44. 
45 
46 
47 

.48 

49 

50 

52 

54 

55 

56 
57 

Unfruitful expenditure due to change in 
propellant of an ammunition. · 
Rejection of ammlinition due to use of 
deficient explosive, 
Loss due to defective manufacture. 
Abnornial rejection of castings. 
Rejection·ofbrass cartridge cases~ 
Unwarranted,. ·procurement · of, 
tachoilieters. 
·Surplus inventory due to non-finalisation 
of specifications. . -
Avoidable- expenditure due·· to delay -·in 
placement of order. 
Injudicious placement -of demand for 
steam 'chests. 
Extra expenditure due to piece-meal 

rocurement of nickel. 
Injudicious procurement of annealing 
and pickling plant. 

_ Machine . -testing without requisite 
material. 
Non-utilisation of diesel shunter. 
Additional expenditure due . to violation 
of guidelines. 
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-do-

·-do-

-do-
-do-
"do-
-do-

-do-

-do-

-do-

-do-

-do-

-do-

-do-
-do-
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23 58 
24 59 
25 60 

26 61 
27 62 

,, ... , 

28 63 
29 64 
30 ,, 65 
31 66 

32 
.. 

67 

·-· -· 33 68 

. I .. IL JI. I .I , .J .... ..... 11 

l·. 

Non-observance of receipt procedu,re. .,.do-
Shortage of brass blanks. ' ~ :do:.. 

.· 

----..... : •. ~- ... _,.-· .. · ,' 

Avoidable expenditure on p1ggmg of ,, -,,,,~- ~:40~-: _. 

·- · .. --
aluminium alloy. ··-:,::.: '---, 

·. · · Loss irt export order. .. -do-~··.·· 

ReductiOii of bin card balance of stock .:do-
~ 

. without consumption. ,, 

FiilanCial repercussion. . .:d0-·- -..... ' 

Loss in Civil Trade. · :do~-
Non-r~covery of arbitrator's award. -do- -_ 

" 

Questionable , regularisation of loss of .:.do-· ., . :,• " 

stores . 
Rejected ammunition classified as work- -do-
in-progress. ·- .. ·- ., 

Follow tip on Audit Report. -do-

- , 

~ 
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.. ·· ..•. 

-
L 

3. 

4. 

,-. 5 
.. 

6. 

7. 

8. 

9. 

10. 

11. 

12. 

13. 

14. 

15. 

16. 

17. 

18. 

19. 

: . ,, .. ~ , 

I 
• ! 

I 
'"I . 

I 

·. '}Vellington · 
I 

! 

Chennai 

I 
· · :Hebbal,Bangalore 

..· I .•.. · . 

I 
·· ·.Avadi 

I 
I 

~alahalli 
I 

I 

l!Jdhamplir 
I • 
I 
I 

Satwari 
I 

I 
~athankot 

L 

I 

Akhnoor 
I 

s!ambha 
i 
I 

Delhi Cantt. 
• I 

I 

i 
P~ne 

I 

I 

Meerut 
I . 

Algra 
I ,. 

Gwalior 
I 

I 

D
1

ehradun 
I ,. 

Clementown 
I 
1· .• I . 

Bagdogra 
!. 

chabhua 
I 

I 

Silcher 
I 

. I 

i 
! 

10/9'.2 to 4197 . 

2188 to4!91 

1/85to 4/97 

1184 to 4/97 

12/87 to 7 /97 

6/89 to 4197 

11/89 to 4/97 

. 5!90 to 4197 

4/93 to 4/97 

12/92 to 4197 

9/89 to 4197 

12/94 to 4197 

4194 to 7197 

2/94 to 7197 

8/87 to 7197 

9/86 to 6196 

9/86 to3/95 

3/87 to 3/97 

10/91 to 3/97 

4/89 to 3/97 

183. 

Amuneiu.ure V 

·' ·. 4,43,520.00 

4,88;130.00 

. 66,82,948.80 
I 

2 l ;27,086.00 

1 19,08,36L20 

1,46,77,365.00 

15,69,561.60 

33,82,596.60 

8,97,710.40 

25,77,660.00 

43,20,068.40 

1,01,152.80 

1,30,29,411.90 

79,49,859.20 

89,43,590.40 

1,60,08,818.60 

47,44,779.00 

20,40,499.80 

20, 75,973.90 

13,63,181.40 

.. -~. 



20.-

21. 

-·- :· .-_ .. -

.· .. ' ;23. 
· .. -

24 .. 

25.· .... 

26. 

Jo brat 

Patiala, 

· Amritsar · · 

.· .•. Cha11digarh. · 

· Adampur 

· Jabaipur· · 

Babina 

5/92 to 3/97 ~\"-· 1,81,992.00 
. ;~~~~ 

9/89 to 4/97 · }1:;;85,993.60 

4/88 to 4/97 

A/94 to 4/97 

10/86 to 4/97 

· 1/94 to 4/97 · 

1/93 to 4/97 

Say Rs 12.61 crore 

184 

69,63,'.291 '.90 

24,44,619.10 

. 74,05,470.90 ·. 

.. 26,88,120.00 

12,60,93,500.80. 

. ··.· 
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I 
1. ·Ma~a:s ~·;' 35.68 .. .. 

i·:.- ; .. , 
" 

. •. 

-12:!5·· 2. Ahnlednagar . -
·• 

I.. ·- ' ,. 

3~ 
·. J ..... ,, 

1.22 Ahnledabad 
- -::···'" 

4. - I 
6.51 Aurangabad 

I . 
I 

5. 
. l 

27.41 Secunderabad 
I 

I· 

29.27 6. Deolali 
I 
I 
I. 
I ,. 

7, Khadki 22:52 I 
I 

! . 
8. . Srinagar 49.04-I 

9. JanJu 43.94 
I. 

·. I 

52.64 10. Amritsar 
I 
! 

11. 
. I 

102.02 Acquittance roll Ferozepur 
I 

i held with Station 

- I 

HQ 

12. 110.00 Jalandhar 
I 
I, 

13. Kan ppr 32.29 
I 

14. i 
104.62 Lucknow 

! 

i 
I 

15. Barrackpore 29.96 
I. 
I . 

30.03 
16. Shillong ,, 

! 

17. Danapur 13.82 I 
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Mor~d\valior . • .... 

Less amount of station HQ Ferozepur 
as Acquittance Roll held with them 

- ·_:_ --_.-;-
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53.95 
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71.62 

(-)102.02 
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