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PREFATORY REMARKS 

This Report for the year ended 3i March 1993 has been 
prepared for submission to the President under Article 151 of the 
Constitution. It relates mainly to matters arising from the 
Appropriation Accounts of the i Defence Services for 1992-93 
together with other points arising from the test audit of the 
financial transactions of the Ministry of Defence, Army and 
Ordnance Factories including Research and Development. 

2. The Report includes reviews on 

Army 

RemouDts in the Army 

Ordnance Factory Organisation 

(a) Vehicle Factory, Jabalpur 

(b) Opto Electronic Project 

(c) Interim Anti-Tank Ammunition Project 

3. The cases mentioned in this Report are among those which 
came to notice in the course of audit ' during the year 1992-93 as 
well as those whioh came to notice in earlier years but could not 
be included in the previous Reports. 
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OVERVIEW 

\-. The Audit Report for the year ended 31 Narch 1993 contains 
j2 paragraphs including four re~i~ws. The points highlighted in 
;the Report are given below: 

"I Accounts of the Defence Services 

The total grant for the Defence Services for the year 1992-
,93 was Rs19019.64 crores while the actual expenditure · was 
Rs.19035.84 crores as against Rs17080.78 crores in 1991-92. The 
supple~entary grant of Rs788.66 crores was obtained for all the 
.five grants of Defence Services. The grant for Army and Capital 
Outlay proved inadequate to the extent of Rs53. 23 crores and 
Rs21. 29 crores respectively. A sum of Rs52 .18 crores remained 
unutill.sed in Defence Ordnance Factories. Despite obtaining 
supplementary grants reappropriations were made and in a few 
cases these were who l ly or partially unneoessary. 

(Chapter I) 

MINISTRY OF DEFENCE 

II Import of .life expired ammunition 

Shelf life expir ed ammunition valued at Rs19.06 crores was 
received in 1990 from a foreign supplier. As a result the 
ammunition had to be utilised within a limited period to avoid 
deterioration. Ammunition valuing Rs3.72 crores is still held in 
stock. · 

(Paragraph 9) 

III Establishment of a National War Museum 

For establishing a National War Museum, Ministry of Defence 
sanctioned purchase o f 'Hall of States' from Trade" Fair Authority 
of . India (TFAI) for.Rupees six crores in March 1987. In addition 
Rsl .10 crores on account of ground rent had also been paid to 
TFAI. The 'Hall of States' had not been taken over so far as the 
sp9,ce available was inadequate. 

(Paragraph 10) 
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I 
IV Non-util i sation of an imported equipment 

Receipt/acceptance inspection of an imported equipment 
costing Rs54 . 40 lakhs could not be carri ed out even a fte r three 
years of its receipt in an Ordnance Depot i n May 1990 due t o 
delay in making available the English t rans lat i on o f fo r e i gn 
literature r eceived alongwit h the equipment . Meanwhile, t he 
guarantee period provided f or in the contract had expired i n 
February 19 90 . 

(Paragraph 11) 

V Avoidabl e expenditure due t o delay i~ issue of corrigendum 

A Zona l Chie f Engineer (CE)had initiated a dr a ft corrigendum 
to a Government sanction i n August 1990 to include the increased 
cos t of work whi ch was approved by the Mini stry in April 1991 and 
was r eceived by t he Zonal CE i n Ju l y 19 91 . However / a s the 
va l i dity of the t ender was upt o 13 May 199 1 , the tende r coul d not 
be a ccept ed resulting i n r e-t enderi ng and acceptance o f higher 
rates by Rs 14 l akhs which was avoidabl e .. 

VI Import. of defective image intensifier t ubes 

Thirty t wo i mage intens ifier t ubes imported during June

September 1990 at a cost of Rs7.80 l akhs wer e l y i ng in defective 
condition in a Central Ordnance Depot without any use (December 
1993 ) . 

ARMY 

REVIEW 

VII Removnts i n the Army 

The emp l oyment of r i ders i n Remount Traini ng Schoo l a nd 
Depots (RTSD ) and syces and s afaiwalas in equine breedi ng studs 
( EBS) was in excess of scales laid down result i ng in extra 
expenditure of Rs3.82 crores during 1988-9 3. 

Though the basic military training wa s t r ans ferred f rom 
Remount and Veterinary Corps ( RVC) Centre to anot her tral.ni ng 
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Ill Ill 

centre in June 1991, the staff sanctioned continued· to be held in 
RVC Centre resulting in extra expenditure of Rsll.52 lakhs. 

Excess employment of certain other categories of staff in 
EBS Babugarh resulted in avoidable expenditure of Rs30 lakhs. 

Against the training capacity of 3364 animals in two RTSDs 
only 177 to 576 animals had been trained during the last five 
years. In RVC centre and school also the training capacity in 
two wings remained under utilised to the extent of 28 to 48 per 
cent and 48 to 57 per cent. 

Accumulation of 915 trained mules in two depots due to lack 
of. demand from user formations caused avoidable recurring 
expenc:1iture of Rs4. 40 lakhs .per month. In one of these depots 
train~d,mules had been accumulating for over five years resulting 
in avoid-al;>.le expenditure of Rsl.04 crores on their maintenance. 

The expenditure incurred on surplus animals in two depots 
amounted to R~68.32 la~hs during 1991-92 to 1992-93. 

Shortfall in _production of green fodder in RTSD Saharanpur 
was 62257 tonnes . in addition to shortfall in production of seeds 
worth Rs4.09 crores. 

Due to delay in implementation of cheaper and suitable 
substitute in animal ration, savings of Rupees two crores per 
a~num could not be achieved. 

(Paragraph 14) 

VIII Weaponry and all i ed equipment 

A,- Tankodrome -to provide operational training facility in 
fi~ing from tank guns, to be commissioned by December 1986, could 
not be made ~ operational till September 1993, even after spending 
Rs7.86 crores. 

Further, a firm who had supplied electronic equipments 
costing Rs273.39 lakhs between April 1987 and June 1989 had not 
been able to demonstrate the system due to persisting defects. 

(Paragraph 15) 

Twenty seven degreasing plants costing Rs13. 26 lakhs . were 
received in base workshop/ordnance depot durihg August-November 
1~88. As the contract did not specify the places at which the 
plants were to be commissioned.; only two plants were commissioned 
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• 
by the supplier , sixteen plants were erected anc1 commissioned 
through the resources of vsrious units/depots and nine plants are 
sti l l held by an ordnance depot . Annual Prov isioning Review of 
October 1990 revealed that 24 degreasing- plants w·ere surplus. 
Thus unrealistic assessment of the requirement resulted in 
unf ruitful expenditure of Rsll . 78 lakhs on procurement o f these 

plants. 

A computeri sed automatic calibration system costing Rs13.02 
lakhs was imported in November 1987 on operational basis •.iVithout 
ensuring adequate arrangements for its installation . The system 
was lying in defective condition as of December 1993 . Claim for 

free rep lacement 
warranty period 
supplier. 

of defective parts 
was cons e quently 

IX Logistics and transport 

raised ,3.fter expiry of the 
rejected by the foreign 

Fifteen lorries mounted with Control Repair Sta-tion ( CRS) 

and attached with trailers fitted with power p lants costing 
Rs3.18 crores were received ex-import in 1984 in a Central 
Armoured Fighting Vehicle Depot (CAFVD) . CAFVD issued CRS 
wit hout power plants to workshops. As a resul t 14 trailers 
fitted with power p lants were lying unutilised with CAFVD for the 
last eight years and the expenditure of Rs2 o 97 crores on their 
import failed to achieve its objectiveso 

(Paragraph 19) 

Ordnance Stores 

A Supply Order (SO) was placed by Central Ordnance Depot 
Agra on a f irm in November 1990 for supply of 7.84 lakh batteries 4t 
at Rs22.50 each o The SO had to be short closed in April 1992 
without any financial repercus sion, due to issue of an amendment 
to the SO in Apri l 1991 reducing the quantity to 1.55 lakh 
batteries as desired by the firm . The amendment wa s issued 
without obtaining any prior l ega l opinion . This resulted in an 
avoidable expenditure of Rs20 lakhs and also undue benefit to the 
f i rm as four lakh batteries had to be procured from the same firm 
at a higher rate. 

(Paragraph 20) 

xi 



estates 
• I 

~J:ii f'p·roposal for acquisition of land for .an armed brigade was 
·1~-b~cf by Army Headquarters - in March 1983 at an estimated cost 
~~- . . 
~73 lakhs. Government sanction was however accorded after 

__ y e ars in January 1991 at an estimated cost of Rs59.53 lakhs 
~fi.£.pg a cost escalation of Rs51 .. 80 lakhs. The land has not 
"'fl'i ~ ... , ';"'' • • 

- 0 cquired as of November 1993 and therefore the cost of land 
ikely to exceed further when it is actually acquired. 
!' L 

(Paragraph 22) 

Other cases · 

· In two cases, delay in furnishing of duty exemption 
ctt,ufactured iri Ind ia certificates by the consignees 

arkation Headquarters resulted in payment of customs 
20.97 lakhs which was avoidable. 

and not 
to the 

duty of 

(Paragraph 23) 

A Precision Universal Grinder Machine imported at a cost of 
R.s18. 02 lakhs for an Ordnance Factory was received ·in February 
£9.91 in damaged condition. It was noticed that the machine was 

,, . ~· 

· _v.erely damaged and was beyond repairs. The supplier refused to 

"' { 

· p §.ir the 1machine as the contract was on FOB basis. The claim 
Rs26.15 lakhs pre~erred on the carrier was rejected as it was 
preferred within the statutory time limit. 

(Paragraph 24) 

FACTORY ORGANISATION 

XIII Performance of the Ordnance Factory Organisation 

.~• 

: The Ordnance Factories Organisation consists o f 39 Ordnance 
Factories, with a manpower of 1 . 72 lakhs, which produce more than 
i ,500 items of arms, amrnu~ition, equipments and components . The 
Ordnance Factory Orga nisation is under the administrative control 
of .. the Ordnance Facto ry Board (OFB). 

While there has been a steady increase in the average value 
of fixed capital assets, the value of production has come down 
o~er the last three years. The budget grant under Capital head 
has a declining trend since 1991-92. 
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The progress of achievement of t a rgets in respect of seve~al 

items remained behind schedule.The percentage of capacity 
utilisation in terms of standard man hours has a decl ining trend 
since 1987-88 when it came down from 105 .2 5 in 1987- 88 to 68.1 1 
in 1992-93. Capacity utilisation .in t erms of machine hours 
ranged from 77.07 per cent in 198 7-8 8 t o 82.73 per cent in 1989-
90. Notwithstanding the fact that there was reduction i n 
utilisation of the capacity of the Ordnance Factori es the 
average holdings in terms of number of .lays exceeded the 
prescribed norm of 180 days ' consumption in each year o There has 
also been steady increase in the holdings of finished stock and 
finished components . 

21380 warrants were more than one year old as o f 31 March 
1992 against the prescribed life of s ix months o f a warrant" 
Re jections i n excess of permissible limits increased from 
Rs4 .40 crores in 198 8- 89 to RsB.09 crores i n 19 91-92 . 

Stores worth Rs1998. 88 lakhs had been issued to vari ous 
indentors as of June 1992 without obtaining pre- payment in 'f '. 
contravention of the instr uctions of the OFB 

Rs55. 20 crores was outstanding as of 31 March 
account of Spot Payment made to suppliers by 32 
Factories till 1991-92 . 

XIV Vehicle Factory, Jabalpur 

1993 on 
Ordnance 

In order to meet the Army's requi rement of transport and 
patrol vehic l es, the Vehi c l e Factory, Jaba l pur (VFJ) was set up 
in 1969-70 at a cost of RsS0.94 crores. The f actory produces a 3 
ton truck (Shaktiman), a 1 ton truck (Nissan Truck) and a patrol 

I vehicle (Nissan Patrol). Even eight years a f ter commencement of 
production , the factory never attained its desired capacity of 

I 
13200 vehicles per year. Despite installation of additi onal 

1 facilities during 1980 to 1985 (at a t otal cost of Rs22.61 

I 
crores) 1 the capacity was reduced to 900 0 f rom 1 0000 vehicles per 
year, and even this was never actually attained. 

The Army wa:s of the view that existing models of vehicles 
were no l onger useful in view of their technical deficiencies and 
quality. It was decided in October 1992 that no fresh orders 
would be pla·ced for existing models. 

xiii 
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:though in 1970, a Study Team to select new generations of 
was appointed, a decision on only one type of vehicle 

ep ·, in February 1993. As a result of this abnormal delay 
cting the vehicles, VFJ continued production of vehicles 
· ;0 -' s technology. As VFJ is not equipped to take up the 
~ ~re of modern series of vehicles, it has resulted in a _. !.. ,.. 

§;>.n where labour force and present machineries would be 
(le/under utilised. Obviously this mismatch between phasing 
!:·-existing line of production and commencement of production 

;~rftypes of vehicles is the result of bad planning. While the 
:.ction was corning down in VFJ the Army procured 10481 
, '' .~s from trade at a total price of Rs294. 66 crores during 

;;7 . to 1990-91. 

(Paragraph 26) 

Project 
.~r._;. 
~·-t t.·· 

::i1;injstry of Defence sanctioned setting up of opto-electronic 
,J."r:y for indigenous production of opto electronic instruments 

·~;_- fitted in Ajeya Tank and Sarath Vehicle in June 1984 with 
· : ~nvestrnent of Rs102.B5 crores. This was one of the four 

·<}ries that were set up to build up indigenous capacity to 
vehicles. 

,;:'J'pe project scheduled for completion by June 1987 was yet to 
p~pleted (March 1993). There was delay in execution of civil 

Jrn and ordering of receipt and commissioning of plant and 
by more than 3 1/2 years. 

The planned p r oduction of instruments was reduced from 
_50/625 for Ajeya Tanks/Sarath Vehicles to 80 sets in 1992-93. 

-~ Thus the capacities created with an investment of Rs102.85 
j:~ :i:-es would remain largely under utilised. The diversification 
~t.ivities were also insignificant. 

The indigenisat ion of all the instruments was to be 
by 1990-91. However, till August 1993, only eight 

t..:b-t~rns were fully ind igenised resulting in import of assemblies/ 
components of instruments. 

(Paragraph 27) 
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Defence Research and Development Organisation (DRDO) claimed 
to have developed a new anti-tank ammunition in two of its 
laboratories . This type of ammunition wa.s urgently required by 
the Army. Despite the fact that no U.8'3ri s trials had been carried 
out as per the existing procedure , the ammunition we.s introduced 
into s ervice by the Army .in April 1982 a.nd drawings were 
accepted by the competent technical authorj __ ties in ,July 1982, It 
was reported tha.t. in subsequent. tr.la.ls he ld by the .Army in 
November/December 1 982 1 the arrcr:mnition. wt1.s '3UccessfuJ. , 

In view o f the u r :;rency proj ,3cted by th1.:: Army , it. wci s ch3c i ded 
to set up inter im product. ion of the 0.rn:rn:..1.nit.imi_ et an ordrla.nce 
facto ry with inputs from t i;,vo DRDO J.e>,bora.to:cies t1t e. cost of 
Rs4 ., 30 crores, 

The ammunit ion :repeated ly feciled in proof trialB, indicating 
that the development of p:r:oduct.s/processes in the 1ahora.t.ories 
were not adequate for transfer of tedmolog-y for bu l k production o 

Rsl23 lakhs were spent in producing unsuccessful rounds/shots 
and gun b~rrels cost ing Rs32.22 lakhs were damaged in trials . 

Machinery ordered in view of the need for upgrading- the 
facilities available in the factory could be installed only after 
the product i on o f this a1n.munition had been tra.nsferred to another 
factory , The delays in procurement caused the pric~ of machi nes 
to escalate by Rs l 37 lakhs . The urgent requirements of the Army 
were not met, 

XVII Production and Planning 

Short closure o f orders by t he .Army for 48935 shel ls of a. e 
weapon resulted in financial repercussion o f Rs8. 43 crores in 
f i ve factories. 

In another case 
ammunition as a result 
financial repercussion 

the dis continuat.ion o f produc tion of an 
of phasing out of a tank resulted in huge 
which has not yet been worked out, 

(Paragraph 29) 

Proposed cancellat ion of indents for bodies of 
placed by the Di rector General of Ordnance Stores, 

a bomb, 

led to 
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repercussion of Rs2.13 cror~s at Ordnance Factory 

(Paragraph 30) 

to short closure of an order for forged steel shells of . ' 
·unition by the Director General of Ordnance Stores, 

Factory Kanpur was holding an idle inventory of Rs3.77 

(Paragraph 31) 

f'~Manufacture of 400 tonnes of billets by Metal and Steel 
ory Ishapore, inspite of the discontinuation of production of 
shell for which the billets were required :resulted in adverse 
ncial implication of Rs2.19 crores. 

(Paragraph 32) 

_a result o f suspension of production programme of an 
. ·ition in Ordnance Factory Dehu Road, components valuing 

crores were accumulated without any prospect of future 

(Paragraph 33) 

of brass c ups with metallurgical defects at 
~ , and Steel Factory, Ishapore necessitated further processing 
_.~pnance Factory, Ambernath instead of direct · processing at 
~nee Factory, Khamaria. Cups valued at Rs2.0l crores produced 
SF are lying unutilised. 

(Paragraph 35) 

Failure on the part o f the Naval Insp'ection Wing and 
~ance Factory Organisatio~ to detect the design defects of a 

in cancellation of indents by Navy after 30 years 
repercussion of Rs79. 67 lakhs in . four ordnance 

(Paragraph 36) 

Placement of inde nt by Director General of Ordnance Stores 
·lf).r an item without a s sessing i ts requirement led to cancellation 
~ the indent and financial repercussion of Rs55. 48 lakhs ·at 

Factory, Dehra Dun. 

(Paragraph 38) 
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I 
XVIII Provisioning of s tores and machi neries 

Expenditure of Rs24.42 lakhs in f o r e i gn e x change on 
procurement of a moulding in large numbers in anticipation of 
further orders from the Army proved wastefu.l since no orders were 
place~ and the stores could not be used for any o t he r purpose . 

(Paragraph 43) 

Acceptance of defective fabrics by Ordnance C.lothing Fa ctory 

Shahjahanpur led to a loss of Rs17 . 07 lakhs. 

(Pa:reagra.ph 44) 

There was a loss o f Rs44.17 lakhs as a result o f incorrect 
decision taken by Vehicle Factory .Jabalpur i n sho r tc l os i ng a n 
order before the date o f expiry of the contract. 

Procurement of 136.6 tonnes of billets from Metal a nd Stee l 
Factory Ishapore by Rifle Factory Ishapore proved to be 
uneconomical to the extent of Rs40.7 6 lakhs in c omparis on to cost 
of procurement from trade. 

Procurement of 1674 . 33 tonnes of alloy steel bar s by 
Ordnance Factory Kanpur from Metal and Steel Factory Ishapo re 
during 1991-93 proved uneconomical to the tune o f Rs 3.33 c rore s 
in comparison to the cost of procurement from a Public Secto r 
Undertaking. 

A robotic we lding machine procured at a cost of Rs60 . 96 
lakhs in June 1990 for Heavy Vehicle Factory Avadi could no t be ~ 
commissioned and welding is still being done by conventional 
method. 

( Para grap h 49 ) 
XIX Inspection 

Acceptance of 6064 defective assemblies in inspection 
resulted in a loss of Rs71.98 lakhs . 

(Paragraph 54)' 
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Failure of the inspection authority to detect defects in a 
during inspection at firms premises and also design 

of the fuze resulted in a loss of Rs32.42 lakhs. 

(Paragraph 55) 

Acceptance of unsuitable cloth in inspection by the 
uhorised inspector resulted in blocking of funds to the tune of 
~ 6.97 lakhs at Ordnance Clothing Factory Shahjahanpur. 150000 
gs manufactured a t a cost of Rs37.02 lakhs (manufacturing cost 
l'y) were lying unutilised at High Explosive Factory Kirkee. 

(Paragraph 56) 

Other cases 

Due to non-production and non-issue of matching numbers of 
gniters, 14.62 lakh grenades valued at Rs27.94 crores are held 

;y the . Army. The se cannot be utilised even in case of 
necessity . 

(Paragraph 57) 

Works and Military Engineer Services 

~i Despite issue of instructions and time schedule by Engineer
-: -:-Chief's Branch in April 1988 for initiating and processing of 
; ~ancial concurrence (FC) cases, seven cases were noticed where 
ilure to obtain FC of the competent financial authority within 

~e validity period of tenders resulted in retendering and 
~nsequential extra e xpenditure to the extent of Rs361.23 lakhs . 
. { 

(Paragraph 63) 

Two technical buildings of a project of an ordnance factory 
~mpleted at a cost of Rs14.29 crores in March 1988 and February 
·~ 89, were found defective due to inadequacy of design and lapses 
n e xecution. A contract was concluded in May 1992 for Rsl.79 

n:r;:ores for re ct if ication of defects. The work was yet to be 
.. o.mpleted (December 19 9 3) . 

(Paragraph 64) 

Government accept ed the necessity of shifting the Army 
Station from Delhi to Meerut in 1985. Although an 

of Rs 236. 94 lakhs has been incurred till . March 1993 
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assets created ha ve not been taken over by the users as of 

February 1994. 

Construction of technical accommodation and works of roads , 
paths and culverts were found sub-standard and had not been 

rectified so far, 

(Paragraph 65) 

Due to defective planning, designing , poor workmanship and 
supervision of work during execution of a s wimming pool, the 
investment of Rs82,52 lakhs became· unfruitful as it remained 
unutilised for more than five years of its completion, 
Administrative/disciplinary action against the e x ecutives and the 
firm is yet to be finalised. 

(Paragraph 66) 

Fourteen quarters constructed for married Havildars in March 
1990 at a cost of Rs59.36 lakhs at a station were re-~ppropriated 
with retrospective effect for purposes other than for which these • 
were sanctioned/constructed and the Havildars in the meantime , 
continued to be paid compensation in lieu of quarters. 

(Paragraph 67) 

Delay in sanction of a water supply scheme at Mathura by t he 
Ministry of Defence in July 1992 though recommended by a Board in 
November 1986, resulted in cost escalation by Rs57 lakhs . As a 
result of delay in execution , there was a recurring l o ss of Rs8 
to 10 lakhs per annum due to effect of brackish water on Military 
Engineer Services equipment and installations. In addition , army 
formations were also incuriing recurring avoidable expenditure of 
Rs18 lakhs per annum on supply of water to troops by trucks. 

(Par agraph 68) 

An advance of Rs50 lakhs was deposited with the Railways in 
1986 for construction of Sainik Ararngah at New Delhi Railway 
Station. The refund of advance has not been claimed by the 
Defence authorities even after receipt of clarification in 
December 1986 from Railways that there was no possibility of 
construction of a Aramgah. 

(Parag raph 69) 
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~~st iron pipes valued at Rs47:53 lakhs were procrire~ during 
·1-83 without clearance of the water supply project. The pipes 

still lying in stock. 

(Paragraph 70) 

.Central Public Works Department ( CPWD) was providing 
intenance cover till 1981 to an Army Inspection Bungalow (IB) 
r which maintenance charges were being re-imbursed by a 
-. troller of Defence Accounts ( CDA). Though, Military Engineer 
vices started providing maintenance cover from 1982, CDA 
tinued to reimburse maintenance charges to CPWD till May 1992. 
addition, rent al charges of Rs46.40. lakhs were also re

to CPWD even though the IB was on Defence land. 
of these irregular payments is yet to be 

(Paragraph 71) 

Director General of Supplies and Disposals concluded 
;g-reements with the agents of a firm on the recommendation of the 

for the supply of an item (chokes) at abnormally 
as compared to existing rate contract rates 

in extra expenditure of Rs39.13 lakhs. 

(Paragraph 72) 

The initial e s timates of a work had to 
-~-inclusion of c~rtain essential items. 

be revised due to 
This resulted in 

in cost of work by Rs36.39 lakhs. 

(Paragraph 73) 

Construction of 53 quarters was sanctioned in August 1988 at 
s66.79 lakhs at a s ite which was not available as it belonged to 
ilitary Farms Organisation. Selection of a new s~te and issue 
f revised sanction was delayed by almost three years causing 

avoidable cnst escal ation of Rs30.98 lakhs. 

(Paragraph 75) 

Ignoring the recommendations of a Board 
r COnditioning (A/C) of one of the three sheds "' . .. 

--"construction, Air Headquarters is sued in December 

regarding air
proposed for 
19 8 7 sanction 
Rs90.07 lakhs for construction of four explosive storage sheds at 

without catering fo r A/C for one of these sheds. 
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The Ministry issued a revised sanction in December 1992 for 
Rs150.07 lakhs , this included Rs23.54 lakhs on account of 
escalation which was avoidable . An expenditure of Rs 3 . 75 lakhs 
was a lso incurred for storage of the sophisticated weapons duri ng 
the interveni ng period. 

Arrears of electricity charges from November 1967 to Ma r ch 
1985· of Rsl5.23 la.khs have not been paid by Defence Se r vices 
Officers Institute ( DSOI) , though Ministry of Def ence had 
intimated the Public Accounts Committee in Septe mber 1987 t hat 

efforts were on to recover the amount . 

Further , against the a uthori sed load o f 2 5 0 KVA; connect ed 
load ·o f DSOI for the last eig-ht yea.rs ·wa s 60 0 KVA , a n d the 
revised agreement for enhancing t he l oad was yet to be f inalised. 
Total arrears of Rs35.72 Lakhs on account of elect r i c ity charges 
are recoverable from DSOI . 

Sub-standard furniture not conforming t o t he contract 
specifications costing Rs21. 25 lakhs was accepted by Mi l itary 
Engineer Services for an office and Court of Inqui ry ordered in 
January 1991 tc investigate into the matter had not been 
finalis ed s o f a r . 

A contract f or Rs45. 03 lakhs concluded f or wat er supply 
scheme for certain buildings at a. s t a t i on cat e red :fo r 
construction of an overhead (OH) reservoir a lso. The work d i d 
not progress satisfactorily a.nd was terminated in Au9us t 1986. 
Duri ng execution of l eft over work major defects in the work were 
not i ced and ther efore it was a l so forecl osed. Laxi tv of 
engi neers in the construction of OH r e servoi r and the use of s ub
standard material was noticed . Construction of OH r eservoir 
involved expenditure of Rsl0 .54 lakhs. Rectification work has 
not been taken up and recovery of Rs2 1 .4 9 lakhs from the 
defaulting contractor is also awaited. 

(Paragraph SO) 
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The work services sanctioned under three sanctions were 
ancelled/reduced at the instance of Audit resulting in savings 

0 the extent of Rs21.18 lakhs. 

(Paragraph 81) 

A contract for external electrification and water supply at 
s2l.O1 lakhs was incorrectly awarded to a contractor enlisted 
or tendering upto Rs4.00 lakhs. The work, to be completed by 
anuary 1990, has not been completed so far. As a result, 104 

pe II quarters could not be handed over to the users even after 
·, ree years of their completion. 

(Paragraph 82) 

Due. to choking in a portion of sewage pipe line (SPL) at a 
tation in July 1983 , Military Engineer Services (MES) connected 
t direct to a manho l e 'belonging to the Municipal Committee (MC) 
s a temporary measur e. Instead of getting choked SPL repaired 

an estimated cost of Rs0.65 lakh, MES paid sewerage charges to 
amounting to Rsl8.18 lakhs during 1983-93. 

(Paragraph 83) 

Although pile foundation and allied works for construction 
a building were completed between October 1984 and July 1988 
a cost of Rs39. 68 lakhs, the estimates for super-st.ructure 

,ere yet to be final i sed. This has resulted in blocking up of 
·ublic money and the Army formation had to function in old 
· uilding for which Rs16. 57 lakhs were spent during the period 
986 to 1991. 

(Paragraph 84) 

Fire alarm system to the technical building of an Air Force 
tation installed at Rs9 .12 lakhs in February 1990 was found 

The defects were yet to be rectified. 

(Paragraph 87) 

II Research and Development Organisation 

A standby generator procured and commissioned in August 1987 
cost of Rs12.78 lakhs for a research laboratory could not be 
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utilised due to non-receipt of an item of equipment. 

{Paragr aph 91 ) 

A liquid nitrogen plant. (plant) imported by the Institute of 
Armament Technology , Pune at a cost of Rs 8 . 21 lakhs wa s received 
in March 1988 in damaged condition and was repaired in 1993. It 
was noticed that the import of the plant was a lso not justif ied 
as actual requirement of the liquid nitrogen purchased during the 
last four years was t o the extent of Rs 0 . 39 l akh only. 
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CHAPTER I 

ACCOUNTS OF THE DEFENCE SERVICES 

Defence Expenditure 

The expenditure on different major components of defence 
during 1990-93 was as under : 

R 
s 

n 

T 
h 
0 

u 
s 
a 
n 
d 

c 
r 
0 

r 
e 
s 

8 

6 

4 

2 

0 

B Army 

- Ordnance 
Fadory 

ill!:ll Navy 

1990-91 1991-92 

1990-91 

8211.66 

864.44 

~ 
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~ 
U) 

... .. 

... ... ... ... ... .. 

1992-93 

(Rs in crores) 

1991-92 1992-93 

8446.25 9329.75 

965.83 1026 . 43 

Air Force 2141.18 2408.85 2853.62 • 
226.48 353.75 352.52 

4552 . 40 4906.10 5473.52 
-----------------------------------------------------------------

15996 . 16 17080.78 19035.84 
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2. Budget and actuals 

The · summarised position of expenditure during 1 992-93 

against grants/appropriations was as follows 

(Rs in crores) 

--- ---- ------------------------------- --- ---------------- ------------
Original 
grant/ 
appropria
tion 

Supple
mentary 

Total Actual 
expen
diture 

Variation 

Excess ( +) 
Saving (-) 

--- ------------------------------------------------------------------
Revenue: 

Army: 

Voted 8937.23 336.42 

Charged 2.94 0.61 

Navy: 

Voted 1020.05 6.35 

Charged 0.16 0.35 
Air Force 

Voted 2526.50 327.61 

Charged 0.29 

Defence 
Ordnance 
Factories 
Voted 396.12 8.55 

Charged 1. 00 0.20 

Capital: 
Capital outlay 
on defence services 
Voted 5340.89 108.57 

Charged 5.80 

Total : 18230.98 788.66 

9273.65 

3.55 

1026.40 

0.51 

2854.11 

0 . 29 

404.67 

1. 20 

5449 . 46 

5.80 

19019.64 

9 326.88 

2 . 86 

1026.18 

0.26 

2853.45 

0.17 

352.49 

0.04 

5 4 70.75 

2.76 

19035.84 

(+)53 . 23 

(-) 0 . 69 

(-) 0 . 22 

(-) 0.25 

(-) 0 . 66 

( - ) 0 . 12 

(-)52 . 18 

(-) 1.16 

(+)21.29 

(-) 3 . 04 

(+)16 . 20 

While the supplementary grants obtained for Navy, Air Force 
and Defence Ordnance Factories proved to be surplus to the requi
rements, supplementary grants obtained under 'Army' and Defence 
Capital outlay were inadequate. 
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There were persistent savings under Defence Ordnance Facto
from 1989-90 (both under Capital and Revenue); savings 

ounted to R~52.18 crores .during 1~92-93 was under revenue. De- · 
ite re~ppropriatirt~ Rs7.91 crores and Rsl0.00 crores there were 
ing of Rs30.91 ciores and Rs~.86 crores under minor head 110-

-ores and minor head 106-Renewai and Replacement respectively of 
fence Ordnance Factories. 

Excess over vot ed grant 

The table below shows an excess expenditure under two grants 
requires re0ularisation under Article 115 of the constitu-

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

Original Supple
mentary 

Total Actual Excess 
Expenditure 

----------- ----------------------------------------------------------
8937.23 336.42 

5340.89 108.57 

9273.65 9326.88 

5449.46 5470.75 

53.23 (532342 
thousands) 

21.29 (212909 
thousands) 

E-------------------- ------------------------------------------------
:1"' 

Despite obtaining supplementary Grants, excess expenditure 
the requirement of funds was not assessed properly. 

The excess under Army was mainly in 

(a). 'Transportation' on account of enhancement of fa.res un
der Rail charges for movement of personnel. 

(b) 'Military Farms' due to bonus being declared at higher 
rates than anticipated as well as higher production 
cost because of increased cost of farm products. 

( c) 'Research a nd Development Organisation' due to carry 
over liabil i ties of the previous year, exchange rate 
variation, shortfall in customs duty refund, payment of 
bonus and steep hike in tariff rates for water and 
electricity charges. 

(d) 'Inspection Organisation' due to higher expenditure un
der pay and allowances than anticipated and debit of 
expenditure to this head on account of proofing by 
other organisations. 
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(e) ' Stores ' due to increase in rates of fuel , o il and l ub
ricants and increase in prices o f provisionso 

(f) 'Works' due to higher increase in tariff rates of elec
tricity and water than anticipated and higher outgo on 
maintenance of buildings and special repairso 

( g) 'NCC ' due to payment of bills of Direc t or General of 
Supply and Disposal f or stores and under e xpend iture on 
Training due to payment to States o n account. o f de l ayed 
claims f or camp expenditure at the fa g end o f the yea r o 

( h) 'Other expenditure ' due t o higher expend iture o n pay . 
and allowances , conservancy charges and o n account o f 
payment of arrears in respect of printing a nd statio
nery bills and provision of liveries . 

The e xces s under capital outlay was ma inly in 

(a) ' Army ' due to finalisation of more land acquisition 1 

booking of certain expenditure pertaining t o Air-craft 
and aero engines to capital head instead o f Revenue 
head , payment of certain committed contract.ua.l liabi li
ties under Heavy and Medium Vehi cles and good pro g r e s s 
under construction workso 

(b ) ' Navy ' due to higher payment on a ccount. o f revi sed Gov
ernment decision in respect o f certain p r o jec ts under 
Aircraft and Aero-engines , exchange rate variation as 
well as contractual payments of imported equipment 1 

speeding up of progress of carry over works by Military 
Engineer Services at the end o f the year and pa:{rnefft. t o 
Directorate General Bord~r Roads f or certain pro ject 
pertaining to Naval Dockyard.so 

( c) 'Air Force ' due t o higher payment under land acqu i si
.tion than anticipated and higher materialisation of e 
supplies under Special projectso 

(d) 'Ordnance Factories ' due to booking of some expend iture 
on account of ' Renewal and Replacement ' under the head 
'Machinery and Equipment'o 

4o Control over expenditure 

Some instances of defective budgetary control are indicated 
below: 
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the following cases supplementary grant and reappropria
funds obtained, were wholly or partially not utilised re
in savings and excesses and proved injudicious. 

Supplementary Grant (Voted) 
(Rs in crores) 

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

No. Original 
Grant 

Supplementary 
Grant 

Final 
Grant 

Actual 
expen
diture 

Saving (-) 
Excess (+) 

------------------------------------------------------------------
8937.23 336.42 9273.65 9326.88 (+)53.23 

396.12 8.55 404.67 352.49 (-)52.18 

5340.89 108.57 ~449.46 5470.75 (+)21.29 

Supplementary grant (charged) 

Original Supplementary Total Actual Savings 
expenditure 

-Army 2.94 0.61 3.55 2.86 0.69 

0.16 0.35 0.51 0.26 0.25 

1. 00 0.20 1. 20 0.04 1.16 
.--:;-:--------------------------------------------------------------------

Reappropriation of funds 

In the remedial/corrective action taken note of 20 October 
in regard to para 3 of the report of the Comptroller and Au-

~ . 

ditor General of India for the year ended 31 March 1992 (No.8 of 
;~~91) the Ministry stated that in order to monitor the require
ment and progress of expenditure Inter Departmental monitoring 
xGroups were constituted in 1991-92. These Groups were advised to 
-feview the projection of the requirements and the actual expendi

·ure of 1992-93 to pin point any defects in the present system of 
/ >timation and expenditure control. Despite this no headway in 

, liminating the cases of the nature mentioned below could be 
~chieved. 
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Grant 
No. 

. 1 

18-Army
Trans-

Sanctioned 
Grant 

2 

portation 224 . 17 

Military 
Farm 61 .2 1 

Research 
and Develop-
ment 563.48 

Works 

NCC 

Other 
expen
diture 

19-Navy 

552. 05 

75 . 68 

174 . 11 

Pay & Allowances 
of civil-
ians 161 . 52 

Transpor-
tat ion 47.16 

Stores 419 .21 

Other expen-
diture 62.78 

20-Air Force 

Stores 1832 .42 

Works 205.36 

21-Defence Ordnance 
Fac tories Manu-
facture 630.95 

Renewal and 
Replace-
ment 100 . 00 

Stores 1083.65 

Other ex
penditure 131.40 

Reappro
pr ia tion 

3 

( -)1 4.01 

(+} 4.50 

(+ ) 0.03 

(+)31.03 

( +) 4.64 

( + ) 3 . 29 

( -) 0.30 

( - )14.65 

(+) 2.79 

(+) 0 . 81 

(+ ) 1.39 

(+) 1.11 

(+)16.65 

(-)10.00 

(-) 7.91 

(+)18 . 45 

6 

Final 
Grant 

4 

210,16 

65.71 

563.5 1 

583.08 

80.32 

177 . 40 

161.22 

32 . 51 

422.00 

63 . 59 

1833 .8 1 

206.47 

647 . 60 

· 90 . 00 

1075 . 74 

149.85 

(Rs in crores) 

Actual 
expen
diture 

5 

218.91 

72.27 

57 2. 91 

600.09 

88 . 62 

187 . 43 

167.94 

33.73 

417.97 

70.2 4 

1825 .00 

211.90 

645.49 

84.14 

1044 .83 

141.60 

Excess {+) 
Savings(-) 

6 

(+) 8. 75 

(+) 6.56 

(+) 9.40 

(+)17.01 

(+ ) 8.30 

(+)10.03 

(+) 6.72 

(+) 1.22 

( - ) 4.03 

(+) 6.65 

(-) 8 . 8 1 

(+) 5 .43 

(-) 2.11 

( -) 5.86 

(-)30.91 

(-) 8.25 



outlay 
services 

head 

30.00 (-)10.00 20.00 22.17 ( +) 2.17 

and heavy 
41. 40 ( +) 3.26 44.66 49.60 ( +) 4.94 

uction 
20.5. 78 (-)15.00 190.78 200.62 ( +) 9.84 

head 

and Aero 
312.31 (-)162.76 149.55 161. 88 (+)12.33 

equip-
16.77 (+)12 . 75 29.52 32.51 ( +) 2.99 

786.12 (-)44.14 741.98 727.52 (-)14.46 

dock-
55.44 (-)23.19 32.25 33.39 ( +) 1.14 

head 

Force 

5.79 ( - ) 2.85 2.94 3.83 ( +) 0.89 

equip-
230.21 ( - )12.91 217.30 218.76 ( +) 1. 46 

_pecial pro-
s 39.56 (-) 5.42 34.14 35.57 ( +) 1. 43 
(;' , .. 

Factories 

Equip-
(-)60.00 114.00 119.41 (+) 5 .4 1 

103.80 (-)49.02 54.78 52.26 (-) 2.52 

head - 05 - Research & Development 

206.61 ( +) 9.07 215.68 219 . 09 ( +) 3.41 
----------------------------------------------------------------
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5. Persistent savings , 

Despite mention made in paragraph 5 of the Report of the 
Comptroller and Auditor General of India (Army and Ordnance 
Factories) for the year ended 31 March 1992 (No.8 of 1993) 
regarding persistent savings it has been observed that there are 
st l ll persistent savings under these heads inspite of the 
committee constituted during 1991-92 to review and remove the 
lacunae in the realistic assessment of requirement and Budgetary 
Control as stated by the Ministry in their action taken note. 

6 . 

1990-91 

------------------
Grant No 
Minor head 

-----------

20. Air Force 
Minor Head 

Final Actual Saving 
Grant 
----- ------ ------
2 3 4 

(Rs in crores) 

1991-92 1992-93 

--------------------- ---------------------
Final Actual Saving Final Actual Savi ng 
Grant Grant 

------ -----
5 6 7 8 ) 9 10 

Stores 1294.13 1290.58 3.55 1514.35 1494.20 20.15 1833.81 1824.99 8.82 

21-Defence 
Ordnance Factories 
Maintenance 
Machinery and 
Equipment 4.50 

22-Capital outlay 
on Defence Services 
Sub Major Head-02-Navy 
Naval 

3.32 1.18 5.50 4.69 0.81 4.60 3.44 1.16 

fleet 701.17 680.34 20.83 800.00 793.36 6.64 741.98 727 . 52 14. 46 

Sub Major Head-

04-Defence Ordnance Factories 
Works · 82.18 82.00 0.18 98.75 93.63 5.12 54.78 52.26 2.52 

Incorrect classi f ication of expenditure 

Scrutiny of the explanations furnished by the Ministry re
vealed that savings and excesses in the following cases occurred 
as a result of wrong classification which would lead to the inco
rrect presentation of accounts. Steps to prevent the occurrence 
of such cases, would need to be taken. · 

• 
i) Major Head 2079, The saving of Rsll6 lakhs was due to 

Minor Head - 053 - i mproper adjustment of booking and 
Maintenance - i nter budget head transfer as certain 
Machinery and Equipment items of "stores" were also utilised 

under this head. 
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Head 2079, 
Minor Head 106 -
Renewal and Replacement 

The savings of Rs586 lakhs was due to 
booking of expenditure for some machi
n~s against old supply order to Capital 
head of Machinery and Equipment. 

ajar Head 4076 -
ub Major Head 01 -

Minor Head - 101 -

The excess of Rs200 lakhs in this head 
was due to booking of certain expen
diture to this head instead of Revenue 
head. 

inor head 052 - The excess of Rs541 lakhs in the final 
,' achinery and equipment grant was due to booking of some 

diture on account of Renewal 
Replacement to this head. 

expen
and 

clai ms/dues 

l-iention was made in paragraphs 3 and 11 of the Report of 
r oller and Audit or General of India, Union Government, De
; Services (Army and Ordnance Factories) for the year ended 
rch 1991 (No.8 of 1992) and 31 March 1992 (No.8 of 1993) re

e.lvely regarding increasing trend of outstanding dues for the 
ces rendered by the Defence Services including Ordnance Fac-

to various non defence departments and outstanding dues on 
nt of licence fee and allied charges. Despite this there was 

increasing trend from year to year which is alarming and 
es speedy action. The position of the outstanding dues as 

- ted below shows an in~reasing trend : 

he outstanding dues for the services rendered on payment by 
b~ Defence Servi ces (other than Ordnance Factories) to var
'ous non defence departments as on 30 June 1992 rose from 
s60.45 crores t o Rs85.36 crores as on 30 June 1993 showing 
n increase of 41 per cent. 

:,tstanding dues for the services rendered by Ordnance Fac
ories to other non-defence departments had increased from 
85.92 crores as on 30 June 1992 to Rs20.12 crores as on 30 
. ne 1993, showing an increase of 240 _per cent. 

·_e outstanding dues on account of . licence fee a~d allied 
arges from Cent ral Ministries and State Governments, Pri
_te Bodies, Messes, Clubs and individual officers etc. had 
creased from Rs5. 72 crores as on 30 June 1992 to Rs6. 35 
ores as on 30 June 1993. 
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8. Losses awaiting regularisation 

Despite mention made in paragraph 10 of the Report of 
Comptroller and Auditor General of India, Union Government, De
fence Services (Army and Ordnance Factory) for the year ended 31 
March 1992 (No. 8 of 1993) regarding losses awaiting regularisa
tion, there is no progress as indicated below:-

Year 

1990-91 
1991-92 
1992-93 

(Rs in crores) 

No. of cases 

1114 
1185 
1225 

Amount 

70.86 
71. 48 

117.01 

Losses awaiting regularisation rose from 0 . 87 per cent in 
1991-92 to 65.13 per cent in 1992-93 in comparison to the amount 
pertaining to 1990-91. 
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CHAPTER II 

MINISTRY OF DEFENCE 

Import of life expired ammunition 

Mention was made in Paragraph 9 of the Report of the 
omptroller and Auditor General of India, Union Government, De
e~qe Services - Army and Ordnance Factories (No.8 of 1992) about 
mport of old vintage ammunition with short shelf life as the 
oi tract for its import concluded in September 1987 did not stip
late any minimum residual shelf life for the ammunition to be 

Based on two contracts concluded in September 1987, with the 
ame foreign supplier, 18900 rounds of ammunition 'A' (cost: 
s1"9.06 crores) were received in si. Central Ammunition Depot (CAD) 
e~~een May and,November 1990. It was noticed by the CAD that the 

unition lots were manufactured between 1973 and 1979. As the 
o:r;mal shelf life of the ammunition was 10 years, the ammunition 

. On check proof of the ammunition, the Quality Assurance Es·

at'H ishment (QAE) recommended in May 1991,rejection of the enr.ire 
antity and advised the Directorate General of Ordnance Services 

·ncms) to pursue quality claim already raised by that Establish
ent. In the meantime, DGOS intimated (Febr~ar7 1991) the CAD 

hat the item had been recommended by Director Gen~raj. of Quality 
ss~rance (DGQA) for early utilisation within three yea~ s being 

old vintage and as its quality claim had not be~n accepted by 
e supplier. In view of the restriction in the usage of the am
nition in training to the extent of 75 per cent, DGOS directed 

:to consider the ammµnition for issue to the user units in 
ch ' a manner that they were expended by 1992-93. Accordingly, 
215 rounds of ammunition were issued during 1990-92 to various 
.uriition depots/units/formations leaving a balance quantity of 

85 ·rounds (value : Rs3.72 crores) which was still held by CAD as 
1993. 

~n ,May 1991, DGOS informed CAD that the performance of the 
URition was satisfactory in dynamic proof and based on chemi-

1 ~nalysis, a residual shelf life of three years could be assi~ 
d , to the ammunition. However, due to paucity of stores/inade
te reserves, DGOS approached the DGQA in August 1991' to review 

· sentence to 'serviceable to be re-tested after three 
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I 
years'. QAE a ccordingly revised the shelf life of ·the ammunition 
as under: 
(a) For lots manufactured To be re-tested 

between 1973-75 after three years 

(b) For lots manufactured 
between 1976-81 

To be re--tested 
afte r five years 

In October 1991 , DGOS imposed 100 per cent training restri c

tion on the use of the armrnmi tion in training- ·to keep a s r eserve. 

While a_ccepting t he fa_ct s as correct, Ministry o f Defence , 
(Ministry ) stated in December 1993 that ~ 

the contract s were negotiated/concluded keeping in view the 
criticality of the item and various pertinent factors invol
ving oper ational necessities ; 

t he f oreign supplier had informed the Ministry that t:he amm
unition lot s of t he same manufacturing period were in use in 
the Army of tha t country and as such they did not agree wit: 
the technical v i ews of DGQA. 

The Ministry, however.• d i d not e l aborate as to ·whether ti1e 
said ammunition whose shelf life had already expired bef ore _its 
receipt and which had been rejected by the Q.AE and recornrnended by 

DGQA f or early utilis a tion , would serve t he intended purpose in 
future operations. 

The case reveals that: 

( i ) 18900 rounds of ammunition imported at a. cost o f Rsl9.06 
crores were rece i ved i n 1990 with shel:E life already ex
pired. 

( l. i' ) n·u::::. ·c· o ' '"' ·1 l f 1 · ,. _ ;;:: expiry o r s .. 1e_..: _ire , the users were compelled to 
utilise the ammunition within a limited period to avoid de 
terioration . 

(iii)A quantity of 3685 r ounds valued at Rs 3. 72 crores were still 
(DeceTILber 1993) held in stock, 

10. Establishment of a. National Wa.r Museum 

Ministry of Defence (Ministry) , • I • 1 I in P,pri_ , May 19 84, decided 
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ocate an Armed Forces Museum at Pragati Maidan, New Delhi . 
. ng negotiations , the Trade Fair Authority of India (TFAI) had 
~ated in May 1984 that the Ministry would have to pay either 
ntire cost of construction of the building or pay in advance 

~ years rental s which we re in the range of Rs5 to 6 lakhs per 
h. Considering the economics of the proposal, outright pur-

_:e of the buildi ng was considered advantageous by the Ministry 
~fence (Finance ) . 

sanction was issued in August 1986 for outright 
'Ha ll of States' at a cost of Rs6 crores and the 
to the TFAI in March 1987. 

· In addition, TFAI were also to be paid annual ground rent at 
op per sq m for land measuring 17980 sq m. Accordingly though 

e 'Ministry has paid Rsl.10 cr'ores between March 1989 and March 
9·~ on account of ground r ent for 14, 200 sq m for the period 

~ m7-93 and the balance of Rs0.21 lakh was yet to be paid (June 
· 9S), the National War Museum had not been set up so far due to 
igh recurring cost , acute s hortage of space and unsuitability of 

· eation. 

The Ministry s t ated in February 1993 that although the 'Hall 
's_tates' had not been utilised for the setting up of the Na

a 9nal War Museum because of problems of space, economy and loca
~©fi; there was no loss in this deal. 

Ministry further stated in July 1993 that 

it was planned to construct an additional first and second 
floor area of 5140 sq m but as Ministry of Urban Development 
imposed restriction on any additional construction in the 
area they had f a llen short of space; 

Ministry was the dejure owners of the building but the same 
· has not been t a ken over so far as the space ?Vailable was 
not adequate for establishment of a composite museum for all 
the three servic es; and 

the matter was further considered in consultation with Mini
stry of Urban Development and Delhi Development Authority 
and the Chiefs o f Staff Committee were directed to take de-

· cision regarding 
\ suggested sites 

awaited . 

the location of Museum at any of the three 
includi ng 'Hall of States' which was 
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The case reveals that: 

t he 'Hall of States' was purchased without considering ade
quacy of its space with reference to the detai l s of exhibits 
and their sizes etc. and Ministry did not indicate whether 
these details have been worked out by July 1993 even nine 
years after initiation of the proposal; 

the aim of establishment of a museum of National eminence 
has not been achieved even after more tha:n six years (July 
1993) of the payment of Rs6 
payment of Rsl . 10 crores on 
been made ; and 

crores. In addition, avoidable 
account of ground rent has a lso 

the 'Hall of States' purchased in 19 87 had not been phys i
cally taken over so far (Ju l y 1993 ) . 

A vital equipment imported at a cost of Rs54 "·4:0 lakhs 
against a contract concluded in September 19 87 wa.s received at a n 
Embarkation Headquarters (HQ) in February 19 89 and was sent to a. 
Central Ordance Depot · instead of an Advance Base Ordne.nce Depot 
(Depot) , the actual consignee , who ultimately r eceived it in May 
1990. The contract provided the guarante e period o f twelve 
months from the date o f delivery viz. upto February 19 90 and the 
quality c laims cou ld a lso be presented wi thin t he guarantee pe
riod . 

The inspection., however f coul d not be completed due t .o non-
availability of li tera.ture in Eng-lish languag-e a2: the literature 
received alongvili th equipment was in Russia.n l ang-uag-e. The liter--
ature was made available to the R:ussi.an Languag-e Translation Cell 
(RLTC) by Army HQ in April 1991 for transla.tion and tra.r.i.slation 
could be completed only in December 1993 by RLTC a nd wa.s being 
despatched to the depot. 

As a result , inspection of the equipment was also y et to be 
carried out (December 1993 ). 

Ministry of Defence stated in December 199 3 that : 

this equipment could not be ~nspected due to non-availabil
ity of literature in English language and t he receipt / accep
tance inspection was likely to be completed shortly; and 
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there had been lack of co-ordination between some of the Or
ganisations involved in receipt, storage and inspection of 
this equipment due to which there was undue delay in receipt 
and its inspection. 

Thus, the receipt/acceptance inspection of an imported 
ment costing Rs54.40 lakhs could not be carried out even af

. hree years of its receipt in the depot in May 1990 and the 
antee period provided for in the contract had also already 

in February 1990. 

expenditure due to delay in issue of corrigendum 

In February 1990, Ministry of Defence (Ministry) accorded 
· ion for the construction of married accommodation for Junior 
· ssioned Officers/Other Ranks of an Infantry Battalion at 

'A' at an estimated cost of Rsl55.93 lakhs. 

In August 1990, the Zonal Chief Engineer (CE) initiated a 
t corrigendum amending the cost of work to Rs193.42 lakhs due 
~ost escalation and change in.the scope of work. 

-:'if" 

The tenders for the main building work and external services 
issued by the Zonal CE in December 1990 and were received 
in February 1991. The lowest tenderer, who had quoted an 
t of Rsl.84 crores, had kept the validity of his offer open 

-; 13 May 1991. 

The amount available in the sanction accorded in February 
was not sufficient to accept the lowest tender. The Zonal 

'~herefore, requested (16 February 1991) Engineer-in-Chief's 
i~;-C) Branch to expedite the approval of corrigendum by the 
· \ ry. The corrigendum was, formally issued by the Ministry 

n 10 May 1991 and which was received by the Zonal CE on 21 
991. Meanwhile the contractor was asked to extend the vali~ -
ate but he refused to do so. The contract, therefore, could 

concluded. 

inistry admitted (October 1993) that the scrutiny and the 
.- issue of the corrigendum ··took considerable time but at

b'l!litr.~d the delay to multilevel appraisal system of such cas~s. 
ontention is -not tenable as an abnormal time of thirty five 
as taken to issue a formal corrigendum even after its ap
by Ministry on 4 Ap~il 1991 and also despite the knowledge 

he validity of the tender was only upto 13 May 1991. 

15 



Consequently, Zonal CE re-issued tenders in June 1991 and 
the contract was finalised for a sum of Rsl.98 crores in March 
1992. 

The case reveals that delay in issue of corrigendum by the 
Ministry resulted in an avoidable ~xpenditure of Rs14 lakhs. 

13. Import of defective image intensifier tube~ 

Mention was made in Pa.rag-raph 16 of the Report of the 
Comptroller & Auditor General o f Indiau for the year ended 31 
March 1989 No.12 of 1990, Union Government, Defence Servi ces 
(Army and Ordnance Factories ) about procurement of passive night 
vision device (PNVD) for tanks under modernisation scheme in ex
cess of the approved quantity during the sixth army plan ( 1980-
85). Fulfilment of the scheme was fully dependent on import of 
i mage intens ifier tubes (tubes) for fitment in PNVD. 

Ministry of Defen.ce (Ministry) p l aced an order in September .rr 
1989 on a fo reign firm for procurement of 1000 tubes at a cost of 1 

Rs2. 44 crores. The tubes were received during J'une-September 
1990 in four cons ignments in a Central Ordnance Depot (COD)o On 
inspection carried out by Controllerate of Quality Assurance, 32 
tubes costing Rs7~80 lakhs were found defective for which four 
discrepancy reports were raised against the f oreign supplier dur
ing September - October 1990. Army HQ informed COD in November 
1990 that t he matter h ad been referred to Ministry for approval 
of back-loading o f t he defective tubes. However, despite repeated 
reminders Ministry di d not furnis h any advice / approval. 

Thus 32 defect i ve tubes imported at a. cost of Rs7 . 80 lakhs 
were still lying in the COD (December 1993) for more tha:q three 
years. 

While accepting the facts the Ministry stated (December 
1993) that relevant file was not traceable inspite of best ef
f orts and that matter had ag-ain been taken up with the foreign 
firm. 
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CHAPTER Ill 

ARMY 

in the Army 

Introduction 

and Veterinary Corps (RVC) is responsible for 
.ing, rearing and training of equines for the Army. It prov
• animals (generally mules) to the Animal Transport (AT) Units 

to the President Body Guard as well as other Cavalry 

Set up 

·:" RVC is control l ed by Additional Director General who func
'01i s under Quarter Master General's (QMG's) Branch . It has two 

~ 

~·ne Breeding Studs (EBS) at Hissar and Babugarh for breeding 
orses and mules and two Remount Training School and Depots 

· ~S&D) at Hempur and Saharanpur for rearing, training and issue 
• . . 
remounts. With expansion of breeding base in 1985,these depots 

e now performing the role of breeding also. The Corps has one 
Centre and School at Meerut for imparting training to Of
rs, Junior Coro~issioned Officers and Other Ranks of RVC and 

and one Record Office at the same station . 

Audit 

Sanction and deployment of manpower, holding of breeding 
ck and other animals in studs/depots, issue of animals after 
il"ling to the user uni ts, disposal of sub standard animals, 
t. !i.vation of land, utilisation of training capacity were re-
wed in audit. The period covered was generally 5 years from 
a~B9 to 1992-93. 

~he employment of riders in excess of the authorisation as 
per PEs of two t r aining Depots resulted in extra expendi.ture 

Rs3 . 22 crores . 

(Paragraph 14 . 5.1) 
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Excess e mployment of syces/saf aiwalas in EBS Hissar and Eas 
Babugargh resulted in avo i dable expenditure of Rs60.40 
l akhs. 

(Pa ragraph 14.5.2) 

Exces s empl oyment of certa in categories of s t aff in e xc e s s 
o f the authorisation in EBS Ba bugar h resulte d in avoidable 
expenditure o f Rs30 l akhs. 

( Paragraph 14.5 . 3) 

Even on tra nEfe r of basic military training from RVC Centre 
t o a nother training c entre the training staff sanctioned for 
this c ont i nue d in t he RVC centre res u l ting in extra expendi
tur e of Rsll.52 l akhs . 

( Paragraph 14.5 . 4) 

The t r a ining c ap acity in two wings in RVC Centre and School 
r emained underutilised to the e xtent of 28 t o 48 per cer,.r·· 
a nd 48 t o 57 p e r c ent . 

(Paragraphs 1 4 . 6. 2 and 14.6.3) 

Against the t raining capacity of 196 horses and 3168 mule s 
i n the t wo training depots, the number of horses and mules 
under training was only 71 to 15 7 a nd 106 to 419 respec~ 

tively i ndicati ng tha t traini ng capaci ty was largely under
utilised. 

( Paragraph 14.6 . 4) 

In the two equine breeding studs only 78 to 79 per cent of 
brood mares were upto 16 year s of a ge and 9 to 13 percent o f 
brood mares were over 20 years of age eve n t hough the p eak 
breeding effi ciency of brood mares was between six to s ix. 
teen years. The annual expendiutre on brood mares over 2 1 ' 
years of age amounted to Rs 7.96 lakhs. 

(Parag raph 14 . 7.1 . 1 ) 

In EBS Hissar 23 brood mar es continued to be held e venafter 
they remained non productive for one year. In EBS Babugarh, 
the fertility of mountain artillery mule breeding mares dec
lined from 57 per cent in 1990 to 29 per cent in 1 993 . 

(Paragraph 14.7.1 . 2) 
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As of Februar y 1994, 
issue and 183 trained 
colle~tion/disposal. 

915 trained mules were available for 
mules allotted to units were awaiting , 
The accumulation was due to lack ·of 

demands from user formations. Non-issue of trained mules 
avoidable recurring expenditure of Rs4.40 lakhs per 

(Paragraph 14.7.2) 

-_ Matured mules awaiting issue in RTS&D Saharanpur rose from 
: 92 in 1989-90 to 544 in 1992-93 involving an expenditure of 
>!, Rs 1. 04 crores in their maintenance and these mules had no 

in the Depot. 

(Paragraph 14.7 . 2) 

RTS&Ds at Hempu r and Saharanpur incurred an expenditure of 
Rs68.32 lakhs on maintenance of surplus animals during 1991-
92 and 1992-93. 

(Paragraph 14.7.3) 

were at p resent 355 animals surplus with all user 
except depots and studs. Delay in their disposal was 

in an avoidabie expenditure of Rsl. 70 lakhs per 

(Paragraph 14.7.3.2) 

in production of fodder in RTS&D Saharanpur was 
green fodder in addition to shortfall in production 

seeds costing Rs4.09 crores. 

(Paragraph 14.8.3) 

to non implementation of a cheaper and suitable substi
tute in animal ration a saving of Rs2 . 00 crores per annum 
~ould not be achieved. 

(Paragraph ,14.8.5) 

of excess riders 

of RTS&Ds authorised 144 riders 
General note of the PE provides for 

the number of animals held for training 
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-
exceeded or fell below 1682 at the r ate of one rider each for 
every 2 horses and 18 mules. 

The number of riders actually employed wasv however, in ex
cess of the number of riders authorised as per norms in the PE of 
RTS&Ds. Extra expenditure on employment of excess riders in RTS&D 
Saharanpur during the last five years from 19 89 to 1993 was 
Rsl.84 crores as per details shown below : 

Period No. of animals held under 
training as per strength 
returns 

Horses Mules Young Total 
stock 

50 100 150 

No . of 
riders 
autho
rised 
under 
sliding 
s cales 

25 

No. Excess Expen
of riders diture 
ride- posted on ex-
rs 
post
ed 

159 134 

cess 
riders 

(Rs. ) 

March 
1989 
March 
1990 
March 
1991 
March 
1992 
March 
1993 

29,80,562 • 50 100 150 25 159 134 34,08,82 6 

39 100 16 155 27 154 127 36,20,008 

46 46 23 150 127 

35 74 16 125 25 141 116 41,72,868 

1,83,91,044 

Similarly on account of exces s employment of riders in RTS&D 
Hempur for the last five years there was extra expenditure of 
Rsl.38 crores . 

Army HQ stated in March 1994 that horses and mules were 
taken up for regular training on attaining the age of 4 and 3.5 
years respectively till issued to units. They added that peace 
establishment did not imply that 1682 animals remain under train
ing. This contention is not tenable as the number of animals un
der training as per strength returns of the Depots had been far 
below 1682 and peace establishment specifically provides for ad
justment of riders when the number of animals held for training 
exceeded or fell below 1682 . 
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Excess holding of , syces and safaiwalas 

syces/Safaiwalas actually posted in EBS Iiissar/Babugarh e x 
d the authori sation based on number of animals held . This 
ted in avoidable extra expendiutre of Rs31.5 lakhs and 

' 9 lakhs respectively during the last 5 years as shown below : 

Hissar 
---------- --------------------------------------------- ---
Authorisation of Held No. Ave- Annual 
Syces+Safaiwala ---------------------- of rage extra 

based on animal Regular Casual Total ex- wages expen-
strength in labour cess per diture 

March every lab- day (Rs . in 
year our (Rs) lakhs) 
---------------- ------ - ----- ----- ----- - - ----

271+29 = 300 190 182 372 72 18.50 4.8 
292+29 = 321 251 116 367 46 22 . 75 3 . 8 
269+29 = 298 251 112 363 65 24 . 93 5 . 9 
261+29 = 290 267 100 367 77 30 . 69 8 . 6 
256+29 = 285 260 95 355 70 33.00 8 . 4 

330 31. 5 

Babugarh 
------------- ---------- ---------- --- ----------------------------

Authorisat ion of Held No. Ave- Annual 
Syces+Saf a iwala ------- ------------ --- of rage extra 
(as intimated Regular Casual Total ex- wages expen-
by Army HQ) (as in- labour cess per diture 

timated (as per lab- day (Rs.in 
by Army report our (Rs) lakhs) 
HQ) on daily 

rated 
labour) 

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

342 276 164 440 98 15 . 10 5 . 4 
336 270 143 413 77 16 . 15 4.5 
330 276 133 409 79 20 . 05 5.8 
330 288 130 418 88 20 . 05 6.4 
315 285 114 399 84 22 . 10 6 . 8 

426 28.9 
--------------- --------------------- --- ----------- --------------
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EBS Hissar s t a t ed ( J'uly 1993) that if the avera9e monthly 
number of anima ~ s held and syces /saf aiwa l as employed on daily ba
sis ~ere taken into account , the ~urplus woul d be 262 .They added 
that syces were employed only f or 24 days in a month a s such t he 
number actually available throughout the ma n-th would be 24 /30 of 
total syces emp l oyed . This content i on is not tenab l e as audit 
had calculated the number of casual syces / safaiwa l a s by dividing 
total manday s f or a yea r by 365 and not by 288 . As s uch the a rgu
ment advanced in the rep l y i s not tenab l e. Even i f t he f i gures of 

' surplus syces i ndi cated by EBS Hissar we r e ~cceptcd there was a n 
extra expenditure of Rs25 . 76 lakhs . 

Army HQ stated in Mar ch 1 994 tha t actua lly l es s labour. was 
employed than a ctual enti t l ement . This content i on is not tenable 
as Army HQ did not take i nto account casual l a.bour employed a s 
"worki ng in line s " and "cha f fing of f odder with power machines in 
line s " by EBS Babugarh agains t the ho ld ~g of syces. As regards 
EBS Hissa r even if the figures given by Army HQ were a c cepted 
ther e was an extra expenditure of Rs25 . 76 l a khs as br ought out i n 

;;f}.· 

the preceding sub para. i 

14. 5 . 3 Excess employment of Chowki dar /Be l da r / Farri er/ Dresser in 
EBS Babugarh 

Although there was no provis i on in t he f ootnotes to the PE 
for empl oying Chowki dars and Beldars and the number o f an i mals 
~eld in the stud dur ing 1 988 - 8 9 t o 1 99 2- 9 3 ranged from 1 1 1 2 to 
1 3 63 against the authorisation of 1488 / 1 393 yet t he posted 
strength of qhowkidars /Be l dars / Fa r r iers / Dressers exceede d t he au
thorised strength during the l a st five years . I n f act t he s tren
gth of dressers and nalbands / farriers should have been less ·than 
the authorisation as provided in the foot note to the PE . An 
avoidable expenditure on excess of staff amount ed t o Rs 30 lakhs 
as shown in annexure I . 

Army HQ stated in March 199 4 that : 

to guard against the valuable stock of f odder against sabo
tage and to meet additional requirement of chowkidars dur ing 
harvesting season casual labours were employed ; 

casual labours were employed to assist Beldars fo r operation 
of tube wells , harvesting , spreading manure etc. ; 

This contention is not tenable as there was no provision in 
the footnotes to the peace establishment for employing additional 
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idars and Beldars over and above the specific authorisation 

·. Army HQ further stated in March 1994 that 14 to 16 farriers 
authorised as per PE and posted strength was well within the 
risation. This contention was not tenable as according to 

i 2 Nalbands/farr iers are authorised for 1538 animals and the 
: ~er of animals held had always . been less than 1538. Army HQ 
;d that dressers became surplus due to reduction in animal 
pport. This contention is not tenable as reduction in animal 
sport commenced in 1992 and reply was silent about the time 

remustering them. 

Continued holding . of staff for Basic Military training 
in RVC Centre 

RVC Centr e and School, Meerut was designed to impart 
to 469 recruits of which 100 were to be trained in basic . 

·1~tary traini~g. ln December 1990, Chief of Army St~ff decided 
@t basic military training of recruits of RVC will be carried 
~ at Jat Regimental Centre. Even after transfer of basic mili
ry training from June 1991 onwards to Jat Regimental Centre the 

ta~f allocated for basic military training in the PE of. RVC Cen
~ was not transferred elsewhere resulting in an extra expendi
~~ of Rsll.52 lakhs on their pay and allowances from June 1991 
March 1993. 

:.: Army HQ stated in March 1994 that post commission training 
young officers and all upgradation and promotion cadres for 

~ ~were still being carried out in the centre and the services 
meagre instructional staff was fully utilised. This contention 
not tenable as according to PE certain staff was specifically 
ci;tioned for basic training in addition to substantial staff 

R~tioned for technical training and duty squadron and there is 
,;j ustification for continued holding of instructional staff 

- 'E~out approval of Government when basic training had been , 

Training 

Delays in training and posting of recruits 

~ There were delays in commencement of basic training in re
ef 61 recruits of RVC in the year 1.992-93 ranging from 1 to 

-eks in respect of 36 cases, 6 to 10 weeks in respect of 17 
s $ and 11 to 15 weeks in respect of balance 8 cases. The extra 

23 



expenditure involved on those recruits amounted to Rs2.41 lakhs . 
Further there were also delays upto 6 months in despatch of 37 
recruits for t echnical training and posting of 19 trained 
soldiers to units on completion of training during 1992-93 invol
ving an expenditure of Rs3. 33 lakhs and Rsl. 71 lakhs respecti
vely. 

Army HQ stated in March 1994 that recruits arrived in centre 
singly/in twos or threes and held till a batch of 15-20 was 
formed and there were also delays in despatch of recruits on com
pletion of training. No remedia l measures to overcome the delays 
were indicated in reply. 

14.6 . 2 Under utilisation of veterinary/ Farriery troop training 
capacity 

The annual capacity avai lable in Veterinary /Farriery 
wings of the RVC centre and school was 5980 trainee weeks. How
ever, actual utilisation of trainee weeks during 1988-89 to 1992-
93 ranged from 3131 to 4328. The under utilisation was to the e~
tent of 28 to 48 per cent . Out of 15 courses run during 1988-8~.1 
shortfall in 4 courses was to the extent of 10 to 60 per cent 
wh i le during 1989-90,the shortfall in 5 courses was to the extent 
of 20 to 100 per cent. Similarly the shortfall in 1991-92 and 
1992-93 in 8 courses was to the extent of 10 to 50 per cent and 
10 to 60 per cent respectively. 

Army HQ stated in March 1994 that under utilisation of capa
city was due to reduction in animal transport and non availabi
lity of adequate number of individuals for promotion/ upgradation 
courses. According to them under utilisation of capacity was 4 
to 2 9 per cent in different years. The contention of Army HQ 

regarding extent of under utilisation is not tenable as available 
capacity was taken by Audit from the PE and the number of indivi
duals who attended various courses as furnished by the Centre. 

14.6.3 Under utilisation of training capacity for dogs 

RVC Centre and School Meerut was "designed to train 50 
dogs at any one time" and in addition hold another 75 dogs and 
pups. The dog training wing of the centre is authorised to hold 
59 personnel . 

The total number of dog weeks available for training worked 
out to 2 600 ( 50X52) against which dog weeks actually utilised 
during 1988 to 1991 ranged between 1116 to 1356 which indicates 
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utilisation of dog training capacity to the extent of 48 to 
cent as shown in annexure II. 

Under utilisation bf Animal T~aining Capacity 
Remount Depots 

, · 

in 

General Note to the PE of the two RTS&Ds provides for 
ustment of ride rs if the horses/mules held for training e x ce
or falls below 98 and 1584 respectively. , Thus the two RTS&Ds 
designed to train 196 horses and 3168 mules. 

The number of horses and mules actually trained in the de
s during the last five years ranged between 71 to 157 and 106 

· 419 respectively. Thus , training capacity of Depots largely 
ained under utilised . 

·.~ Army HQ stated in March 1994 that PE did not imply that 1682 
,i mals would remain under training which was physically impossi
e. This contention is not tenable as PE caters specifically for 
J UStment of rider s when the number of animals held for training 
~eed or fell below 1682. 

Animals 

Breeding 

In April 1985, the breeding base of RVC was expanded by 
Ministry of De fence from 2700 animals to 3973 animals (3766 

es and 207 sta~ lions) to . achieve self sufficiency in produc
the anima l s. The additional requirement of animals was 
spending ci. sum of Rs7. 06 crores on import of breeding 
The actual holding of brood mares in July 1993 was 2822. 

, Even on holding 2822 brood mares there were still surplus 
\ mals both with Army and Remount Depots as mentioned in Para 
'>7.3 and 14.7.3.2. Therefore, it is felt that the e x isting 
·eeding stock was more and the authorisation of 2255 brood 
~es, as suggested by a study group in 1991, was more realistic 
~· should have been adopted. Holding of 567 brood mares, in ex
,ss of the number recommended by study group, is resulting in 
·urring extra expenditure of Rsl.80 lakhs per month. 

The authorisation of breeding animals was reduced from 3973 
,; 3562 in 1992-93, proportionate reduction in staff on this ac

· ~nt was not made in the PEs of the depots/studs, although QMG's 
~nch had requested in October 1991 for review of PEs and arr-
~e disposal of officers rendered surplus. 
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I / 

Army HQ sta t ed in Marc h 1994 tha t in t he absence o f any ex e
cutive order on e xtent of r e duction i ndicated i n the :cepor t of 
t he study group , no reductio n in breeding base was possibl e . . They 
added that the employment of manpower wa s a s p e r s liding scales 
permissibl e on the PEs a nd thus , no extra expend itur e was incu
rred. This c ontention is not tenab le as the s l i d ing s ca l es i n the 
PEs do not cover all categories o f staff / o fficers and no rev ision 
had been made . For ex ample the authorisation o f o ffi cers pri o r t o 
reduction of breeding stock still continues to be ke p t unchanged 
by the Equine Breeding Studs a t Hissa r a nd Babugar h and depot at 
Saharanpur and actual ho lding ha d no t b e e n l ess than th i s a utho
risation . 

14 .7 . 1 . 1 Ho l ding o f a veraged b reeding sto ck 

In general , t he peak breeding e ffi c i ency o f b r ood mares 
i s s i x t o six t een y e a r s o f age a l t hough no spec i fi c age has been 
l a i d down fo r c ul l ing brood ma res . The percentage o f p r od uct i v e 
breeding stock o f up t o 16 yea r s o f age h e l d in Bab ugarh a nd 
Hissar ~s of March 19 93 wa s 78 t o 79 per cent only. Ho l d i ng of .r 
a veraged brood mares of 21 t o over 24 years o f age ( 22 3 numb ers) 
constituting 9 to 13 per c ent of the t o t al ho l d ing l ack s justifi
cation . Annual ma i ntena n c e e xpenditure on t hese 223 averaged a n
i mals of 21 years and mor e of age worked out t o Rs 7 . 9 6 lakhs . 

Army HQ stated in March 1994 t hat t:he brood mares were r eta
i ned based o n their p a s t pe r f ormance a nd wi th a v iew to maintain 
good germplasm . Ther e was no indication i n rep l y a s t o how many 
o u t o f 223 mares produced foa l s or were p regnant . 

14. 7 . 1 .2 Fertility of b r ood mar~ s and sta llions 

The f ertility of b r ood mares a t EBS Babugarh as o f J a n
uary each yea r , during 199 0 t o 19 93 was a s under : 

Percentage o f fertili ty 
---------- ----------- --

19 90 1991 1992 199 3 

M..AMBBM 

for Mu l es 5 7 51 31 2 9 
for Horses 59 30 43 5 3 
GSMBBM 
f o r Mu l es 59 58 36 5 0 
for Horse s 71 53 NA ~4 
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. The above table reveals that fertility of MAMBBM for Mules · 
been continuously decreasing from 57 per cent in 1990 to 29 
cent in 1993 . The percentage of fertility of GSMBBM for 

ses haq also came down from 71 per cent in 1990 to 54 per cent 

1993. 

, Army HQ state d in March 1994 that the decline in fertility 

8 - not alarming a nd remedial/control measures to plug the loop
o l es were constantly being enforced. 

EBS Hissar incurred an e xpenditure of Rsl.66 lakhs on reten
on of 23 averaged brood mares even after one year of their re

_ Ji.ning unproductive. Fertility of stallions at RTS&D Saharanpur 
;i;;:ing the last 5 years was only 15 to 21 · per cent . 

Retention of trained mules available for issue in Depots 

,e.,_ I o o 

Trained GS mules awaiting issue by the RTS&D Saharanpur had 
een increasing d~ring 1989-90 to 1992-93 resulting in an expen

ut re of Rsl.04 crores on maintenance of trained mules which had 
work in the depot during this period as shown below: 

-

Number of matured 
mules available for 
issue 

92 
357 
510 
544 

Total maintenance expendi
ture during the year (rates 
as per total cost proforma 

6,38,296 
23,99,040 
35,09,081 
38,92,037 

1,04,38,454 

(in Rs.) 

- ;;:---- ---- ------- --- -----------------·----------- ------ --------- -

Army HQ stated in March 1994 that trained mules accumulated 
e _~o decline in animal transport (AT) requirements, disbandment 
AT units and lack of forecast planning by general staff . They 
ed that as on date 915 trained mules were available for issue 

1 83 were awaiting collection by various units or disposal by 
· l i e auction. It was not clear whether simultaneous action for 
e ·. or otherwise of animals rendered surplus on disbandment of 

~5rhus, increasing accumulation require prompt action for 
&~/disposal as non-issue of trained mules is causing avoidable 
~ring expenditure of Rs4. 4 0 lakhs per month. 
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14.7.2.lDelay in issue of trained animals to user units by depots 

The animals were actually . issued by the two Depots even 
after more than a year of the prescribed age for issue to units 
as shown in annexure III. 

Percentage of the number of horses issued 1 to 3 years after 
the prescribed age to the total number of horses issued by the 
Hempur Depot during 1988 - 89 to 1992-93 ranged between 23 to 48 

percent while the simi lar percentage in respect of mountain arti
llery mules in that Depot was as high as 81 percent during 1992-
93 . 

The percentage of Horses , Mules GS and Mu l es Yu~ issued after 
1 to 3 years of the prescribed age in Saharanpur Depot ranged be
tween 55 to 71, 19 to 37 and 34 to 100 per c ent respectivelyo 

Army HQ stated in March 19~4 that requirement of animals 
dwindled suddenly due to development of road communications at 
the border and improvement in relations with adversary . They added 1? 
that accumulation was due to reduced/ lack of demand from users 
and not due to lack of will for issue on 'the part of RTS&Ds o No 
remedial measures to prevent continuance of unfruitful expendi
ture on production and training of animals in view o f reduced de
mand from osers were indicated in reply . 

14.7.3 Ho l ding of surplus and sub-standard animals 
Overall holding of animals in the two depots had been in ex

cess of authorisat ion during 1991-92 to 1992-93 whi ch included a 
large number of sub-standard anim~ls also. Sub-standard animals , 
however, outnumbered the surpluses. The expenditure on mainte
nance of sub-standard animals during the last t wo years was 
Rs87.68 lakhs which included Rs68.32 lakhs spent on maintenance 
of surplus animals as shown below: 

Year Animals he ld Total Total Sur- No . of Annual ~~nnual 
------------- hold- au tho- plus subs- mainte- mainte-
Hempur Saha- ing risa- tan- nance ex- nance 

ran ti on dard penditure expendi-
pur ani- on sur- ture on 

ma ls plus subs tan-
animals dard 

animals 
(Rs.) (Rs. ) 

--- - - - -- ------ ----- --------- ---------
199 1-92 3494 3970 7464 7292 172 485 9,84,356 27,75,655 
1992-93 3672 4460 8132 7119 1013 1038 58,48 , 049 59,92,374 

--------- --~----'---

68,32,405 87 , 68,029 
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Army HQ stated in March 1994 that surpluses accumulated due 
~ reasons mentioned against paragraph 14.7 . 2 and 14.7 . 2.1 . The 

_eply is silent about disposal of these animals. 

Delay in d isposal of sub-standard mules 

Mention was made in paragraph 2 7 of the report of the 
ptroller and Auditor General of India, Union Government, De

-nee Services (Army and Ordnance Factories) for the year ended 
ili March 1989 about purchase of sub-standard mules during August 

1 ~ 87 to November 1988. In their Action Taken Note, the Ministry 
~d stated in December 19 91 that sub-standard mules were held 

against Army's authorisation of GS and maintenance reserve and 
i nstructions had b e en issued to RTS&D Hempur to issue them to AT 
coys not deployed i n high altitude. In August 1993, RVC Directo
r ate intimated that these animals could not be issued to units as 
the case was sub-judice and ban imposed on issue of these animals 
~o units had been lifted in December 1991. Disposal orders for 
Jl: Z8 mules to ASC centre (North) were, however, issued in July 

and 52 animals were still awaiting disposal (January 1994). 

Army HQ stated in March 1994 that animals had now been iss
It did not indicate as to why were the sub-standard animals 

of when good quality trained mules were available. 

Delay in disposal of surplus animals 

In order to adjust overall surpluses in four Army comm
including ASC Centre (North) and AT Units,Army HQ, in Decem

!Qer 1992, issued policy instructions for disposal/transfer of 629 
surplus including 5 59 averaged mules GS and 306 averaged mules MA 
~~eluding 55 surplus. There were 75 averaged including 12 surplus 

Army HQ RV Dte stated in July 1993 that out of 559 averaged 
mules GS, 341 mule s had been cast and remaining 218 mules will be 
. ~ck loaded to RTS &D Saharanpur in due course. Information regar
a~ng disposal of 306 substandard averaged mules MA and 75 substa
m~ard averaged hor s es was, however, not given. Delay in disposal 

·@f 355 surplus an i mals is resulting in avoidable expenditure of 
Rsl.70 lakhs per month on account of maintenance of these surplus 

Unauthorised attachment of horses 

According to instructions of April 1982 RTS&D Saharan
was authorised to hold reserves (General Service Reserve and 
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Maintenance Reserve) as shown below 

Horses Mules MA Mules GS 

99 148 47 2 

To enable the Offi cers of the department t o continue wi th 
riding as and when they are posted out t o unit s where horses are 
not authorised and t o RVC units where hors e s are not speci f i ca lly 
authorised for use by offi cers for essential dut i es or to p lay 
Polo etc. horses are issued from the convenient Remount depots as 
'On Comrnand ' out of its authorised reser ve ho l d ings . 

It was , however , observed that l arge number o f horses in ex
cess o f authorised r eserves was provided by RTS& D, Saharanpur to 
various units as shown under : 

Year Authorised reserve Total horses Number of ho rses 
for horses i ss ued issued in ,... . r 

excess of a utho- -J 
rised reserve 

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

1988-89 99 212 113 
1989-90 99 276 177 
1990-91 99 249 15 0 
1991 - 92 99 218 119 
1992-93 99 338 239 

Thus 11 3 to 239 horses were issued over and above the presc
ribed reserves dur ing the years 1988-89 to 19 92-93. Not only t he 
horses were issued in excess of reserve but also issues were made 
to units which had no RVC officers. 

~

Army HQ stated in March 1994 that Quarter Master Genera.l had: f 
been apprised of this observation and corrective acti on would be 
taken on the i r orders . 

14.8. Other points of interest 

14 . 8.1 Non recovery of rent from UPSEB 

In May 1978 , a power sub-station and 12 residentia l 
s taff quarters were cons t r ucted by Uttar Pradesh State Electric
ity Board (UPSEB) on defence land at EBS Babugarh. According to 
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Babugarh (February 1988) Rydel department was permitted to 
·ssion the sub station on defence land to ensure continuous 
y to the defence unit. Regarding recovery of land rent from 

RV Directorate informed Audit in September 1993 that ac
- ' ·to recover the land rent from UPSEB was to be taken by De-
.'., 

e Estates Officer(DEO). The DEO, however, stated in October 
that no records for occupation of defence land by UPSEB were 

il~ble in their office and called for these details . Thus, no 
rent has been recovered from UPSEB even after 15 years of 

s t ruction of staff quarters by UPSEB on defence land. 

-Army HQ stated in March 1994 that the EBS was again being 
~ructed to resolve the issue at the earliest. 

Splitting up of demands for local purchase 

Commandant of RTS&D Saharanpur is empowered to resort 
purchase of stores upto Rs4000 and sanction of Additio

Director General of RVC was required for local purchases upto 
ij -ooo. Demands e x ceeding Rs20, 000 were to be sanctioned by 
-rnment . Durin g 1988 it was, however, observed in Audit that 
an~~ of particular items for local purchase were b~ing split 

'lP S&D Saha:tanpur . Commandant RTS&D stated in October 1988 
in future purchases of similar items would be grouped ·for 

ining sanction of competent financial authority . 

observed in August 1993 that in a large 
·er of cases frequent local purchases of stores continued to 
a@e in piecemeal just to bring the local purchases within the 
r s of commandant RTS&D saharanpur. During 1990-93 demands 
nt ing t o Rs5.3 8 lakhs were kplit up. 

~rmy HQ stated in March 1994 that instructions had been is
~Q prevent such lapses in future. 

Cultivation - Low prod~ction of fodder/seeds 

It was observed that during the last 5 years RTS&D Sa-, 
could not meet the production targets fixed by Army HQ 

Besides a shortfall of 62257 MT on production 
r t ain green fodder items,there was a shortfall of production 
eq s worth Rs4.09 crores. 

Ar my HQ state d in March 1994 that latest farming procedures 
V~ilabie technical knowledge were being adopted to achieve 

- \ 
um production of grains and fodder. No reasons were,however, 
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• •• 
given for shortfall in production, 

14.8.4 Non- accountal of wood and grains 

During the last five years the depot at Saharanpur obtained 
wood valuing Rs37.25 lakhs from the farm l and and produced grains 
costing Rs35 .14 lakhs as per deta.ils shown below ~ 

Year 

1988-89 
1989-90 
199 0-91 
1991-92 
1 992-93 

Total 

Value of wood obtained 
Rs 

11 ,40,55 2 
6,18;4 64 

9126;26 2 
4,15r796 

6,2315 1 6 

Value of grains 
Rs 

8;59,273 
4 v24,119 
4,26,717 

10,19,967 
7,84;225 

However 1 the depot:. authorities were unable to furnish any 
records of ut ilisation/sa le proceeds in respect of these items. 

Army HQ stated in March 1994 that necessary direct ions were 
being issued to all concerned for compliance. 

14. 8 . 5 Non accrual of savings due t o delay in replacement of 
gram by ground nut cakes i n animal ration 

In Mar ch 1987 , Ministry of Defence sanctioned a. research 
project for replacing gram by groundnut cakes to horses and mules 
in Army o The pro j ect was completed in March 1990 at a cost of 
Rs0.97 l akh . The effect of replacing gram with groundnut cake to 

"' I the horses/mules of Army was tried out on a limited number of an
imals in peace and field stations and no untoward digestive dis- ~ 

turbances by feeding groundnut cake was seen· on the animals 
rather the weight records of animals indicated significant gainso 

It was brought out in the pr o ject report that i t is essen
tial to economise on the animal ration by replacing gram with 
high protenous cake, the availability of which was in plenty and 
economical . The research report , taking into account the strength 
of horses and mules in Indian Army 1 estimated an approximate 
saving of Rs .2 crores per annum by introducing groundnut cake in 
place of gram in animai ration. 
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Army HQ stated in March 1994 that Government sanction for 
- \ 
nded trials in different sectors, terrain and climatic con¢i-
s was issued in January 1993, provisioning action for requi
ingredients was initiated and further progress would be in

ted in due course. 

Thus, 
}:itute 

due to non-implementation of a cheaper and suitable 
in animal ration, savings of approximately Rs2.00 

annum could not be achieved so far . 

" The review was issued to the Ministry In December 1993 ; 
r reply had not been received (February 1994). 

and allied equipment 

Establishment of an indigenous Tankodrome 

~ To provide operational practice facilities to the personnel 
~he armoured regiments in firing from tank guns on the elec

' cally controlled moving and static targets, requirement of_ 
terised and radio linked advanced training centre 
pdrome) at Station 'X' was conceived in 1975. Tankodrome was 
ve two sub-units viz, the Tank Directric (TDX) to train a 
ron in collective battle practice and the Tank Firing Ground 

to train individual tank crew in stabilised shooting. 
try of Defence (Ministry) accorded comprehensive sanction in 
·1982 for the project at a cost of Rs601.00 lakhs, including 
adhoc sanction of Rs 90 lakhs accorded in January 1981. The 

le date of completion ( PDC) of the project was fixed as 
er 1986. 

lakhs sanctioned in July 1982 for civil works 
of Rs512.72 lakhs had been incurred as of June 

respect of TFG area, at the designing stage, it was no
~ ~ in December 1982 that 553 acres of land earmarked was not 
'1Jil! Qe land. Subsequently, 536.49 acres of land was acquired 

n May 1986 and March 1988, which was no longer required for 
ject. Ministry, however, stated (September .1993) that the 

•r~s being utilised gainfully at the ranges. 

on the basis of the recommendations of a board 
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convened in October 1987, it had been decided in September 1988. 
that the TFG Project be done away with and co-located with TDX, 

in order to use the common targets and control equipment facili
ties thereby reducing the over-all-cost. 

An order was placed on a firm for supply , installatio n and 
commissioning of electronic control and target equipment in Jan
uary 1987 at a cost of Rs487.32 lakhs . Against t his , the electro
nic equipments costing Rs374.60 lakhs were received at the site 
by the- users dud ng April 1987 to June 1989 and an amount of 
Rs273.39 lakhs was paid during January 1987 to November 1990 . The 
balance of Rs 101 .21 lakhs was to be paid on corCLmissioning of 
Tankodrome, The field trial team , after conducting trial in 
April-May 1987 , had recommended certain modifications to improve 
the functional efficiency of the equ ipment. However, when the 
testing out trials were conducted in August 199 0, it was observed 
that the mechanism so far developed did not provide the users 
with a state-of-the-art system fo r quantify ing gunnery standards 
attained . This was reiterated in January 1991 when it was ob- . 
served that redesigning , sorting out and evaluating the techni c:('· · 
aspects were necessary in order to make the a utomation system 
trust worthy . 

Ministry stated (September 1993 ) that : 

Civil work for TFG could not be taken in hand initia lly as 
the land required for locating it was under d ispute and 
thereafter when TFG was shelved at the original location and 
co-located with TDX which had r esulted in a saving of 
Rs33 .9 3 lakhs. 

Equipments supplied by the firm were not t aken ove r , as they 
·were yet to make the system functional after success ful 
technical trials . Hence, the deprivation of training f acil
ity to troops was unavoidable . 

The fact, however , remains that the co-location o f TFG wit'tr 
TDX was decided after more than one and half year ·of the origina l 
PDC and Ministry did not clarify as to why this co- l ocation wa s 
not considered earlier or at the initial planning stage . 

The case revealed that: 

The Tankodrom ::; project expected to be commissioned by Decem
ber 1986 had not become operational so far (September 1993) 
even after in ~urring an expenditure of Rs786.ll lakhs . 
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!ff· Non-availability of land earmarked for TFG came to notice 
after seven years of the first recee-cum-siting Board at the 
designing stage of TFG and its co-location with TDX was de
cided after more than one and half year of PDC. 

The electronic equipment for which an amount of Rs27 3 . 39 
lakhs has already been paid to the firm between April 1987 
to November 1990 had not been taken over (September 1993) as 
the firm had not been able to demonstrate the functionabil

~ ity of all the equipment as a system due to persisting de
fects. 

'{ 

· The operational training facility could not be made avail-
~able to the troops even after six and half years (September 

1993) of PDC. 

~ Non-utilisation of degreasing plants 

Army Headquarters (HQ) placed an indent in April 1985 for 
c~~ement of six degreasing plants (Plants) on Director General 
Supplies and Disposals ( DGSD) to be supplied by March 19 8 6. 
July 1986, another indent was placed for procurement of addi~ 
~al 21 plants to be delivered by March 1987. These plants were 
ired for removing oily and greasy substances from the surf ace 
etal articles during and after the manufacturing process. 

DGSD concludE ~d a contract in June 1987 for supply of 21 
ts at a total cost of Rs 10.31 lakhs on Firm 'A' for delivery 

Febraury 1988. The quantity on order was subsequently in
s~d to 27 plants in August 1987 at the total cost of Rs13.26 

The delivery was later extended to November 1988. The 
ignees for the plants were 507 Army Base Workshop. (ABW) . and 
al Ordnance Depot (COD) Delhi Cantonment. These plants were 

"ved by the COD/ABW during August to November 1988. 

Two plants received at 507 ABW were commissioned in July 
The balance 25 plants were received by COD in August-

1988. Of these three plants were issued to 508 ABW ~n 

ary 1990 who approached the firm in April 1990 for installa
aRd commissicning of the plant as per terms of the contract 
eclined to install and commission the plants free of cost at 
t.her site except the COD. The plants were installetj. and 

by the workshop through their own resources and ex-
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Further , 13 plants costing Rs6.38 lakhs were issued by COD 
to various units after about three years of their receipt in 
April/June 1991 . Ministry stated (February 1994) that these 
plants were installed and commissioned by them within their own 
resources. The balance of nine plants copting Rs4 . 42 lakhs are 
still being held by COD for more than 5 years. Ministry stated 
(February 1994) that efforts were now being made to identify 
Electrical and Mechanical Engineering (EME) units to which these 
remaining plants c~uld be issued. 

Thus the contract concluded in June 1987 for the supply and 
commissioning of the plants was not specific about their instal
lation and commissioning at locations desired by the consignees. 
As a result the issue of erection and commissioning of the plants 
was yet to be resolved (February 1994) . 

Meanwhile the annual provision review (APR) of October 1990 
revealed that 24 degreasing plants were surplus due to deletion 
of item from the entitlement of units . 

The Ministry stated (February 1994) that as per clause 19\ · ) 
(ii) of the contract, erection and commissioning of the plants 
was to be executed by Firm 'A' free of cos t and 10 per cent pay
ment will be made only after final commissioning of plants. How
ever, in the opinion of Ministry of Law it would be difficult to 
force the firm legally to erect and cum.mi ssion the pla nts at dif
ferent sites . 

To sum up : 

27 plants. co s ting Rs 13.26 lakhs were procured in August
November 1988 but the contract did not specify the places at 
which the plants were to be erected and commissioned. Due to 
this lacuna, only two plants could be commissioned by the 
firm, 16 plants were erected and commissioned through the t r 
own resources while 9 plants are still held by COD for t 

last five years; 

due to unrealistic assessment of the requirement , degreasing 
plants were procured in excess resulting in unfruitful ex
penditure of Rsll.78 lakhs. 

17 . Import of a defective equipment 

A Central Ordnance Depot (COD) placed (December 1984) an op
erational indent on the Supply Wing of an Indian Mission abroad 
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of a computerised automatic calibration system 
ffipment) for a r ranging delivery by June 1985. Based on this 
gnt, , Supply Wing placed in September 1986 a purchase order at 
~ .OZ lakhs on a foreign firm for the supply of equipment by 30 

The consignment containing the equipment was rece
November 1987, where it could not be installed for 

proper environment . 

• • • I · In March 1989 COD approached the Supply Wing informing that 
i~spection carried out by Senior Quality Assurance Establish
t (local) in February 1989, the equipment was found defective 

_r.-equested that the matter be taken up with the foreign 
plier to replace the defective equipment or to make arrange
t~ to rectify its defects free of charge . Supply Wing informed 
September 1989 that this warranty claim could not be enforced 
±~ was not lodged withi n the warranty period viz. before 19 
n; 1988. The equipment in its defective state was delivered 
~Army Base Workshop (ABW) in March 1989. 

The Indian agent of the foreign firm informed ABW in June 
~hat two main parts of the equipment were defective . In June. 

, ' the Indian agent informed ABW that five · parts needed 
a~ement and requested to arrange those parts to enable them 
~ceed further with the repairs. Accordingly, Supply Wing re
~eg in January 1991 the foreign firm to supply the requisite 
$ on no charge basis but they declined in February 1991 to 
ly the parts free of cost as warranty period had already 

a. The equipment was lying in defective condition as of 
1993 . 

Ministry stated in October 1993 that the Army Headquar
c©mments also confirm _the conclusions of Audit that equip
was imported without ensuring adequate arrangements for its 
llation. 

although imported on operational basis for 
for its intended purpose for over 

Aygust 1984 an Army Base Workshop (workshop) submitted a 
al. ·~· for procurement of one Vertical Hard Chrome Plant 

specifically from firm 'A' for repair/overhaul of field 
~r~?g th~ years 1984-85 to 1988-89. Army Headquarters (HQ), 
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however, placed the indent in December 19 85 f or i ts procurement 
on Director General of Supplies and Disposals (DGSD) without 
necessary proprietary article certificate (PAC ) in favour of firm 
\A ' . DGSD concluded acceptance of tender (A/T) in February 1987, 
with firm \B.' for supply of the plant by September 19 87 including 
its erection and commissioning at a cost of Rs6.68 lakhs. 

The workshop on receipt of AJT in March and November J.987 
pointed out to the HQ Technical Group , Elect rica l and Mecha nical 
Engineering {TGEME) that the plant being procured f rom firm 'B' 
would not meet their end use and simila r plant suppl ied by firm 
\A' e~1lier was functioning very well . However, the Army HQ did 
not approach the DGSD f or an amendment to t ender keeping- in view 
the legal implications, TGEME d irected the •J'Jorkshop in December 
1988 to accept the pla.nt c In February 1989 ; -C.he "i1Jo rkshop i n
f o rmed HQ TGEME that the plant would be acceptabl e provided items 
essential for its full exploita tion valuing- RE1 l. 58 lakhs were 
also incorporated. DGSD gave clearance t o the firm 'B' in June 
1989 f or supply of p lant after confirmati on from Army HQ, 

p-.. ..,. 

\ ' 

The firm 'B ' offered the plant f or inspection in Decernber 
19 89 and March/April / lVIay 1990 which was rejected by Director o f 
Inspection due to defects / deficiencies a nd was accepted and rece
ived in the workshop in September 1990 a fter rectif ica·tion of the 
d ..r;; • 

0 0 /d r t h • t 11 • d • • • · r ' l 6.LlClencies .eiec s. T_ e ins a_ atJ.on an _ comrniss1oning- or l: 1e 

p l ant was, however, started i n June 1992 i .e. 21 months a f ter its 
recei pt due to non-completion of cmmecteJ. c i v il/electrical 
works; which ha.d not baen completed so far (January 1994 ) . Con
sequently r the repa ir /overhaul of field ~juns was bein.g- g-ot done 
part l y through local Ordnance Factories (OFs ) and partly through 
local Repair Contracts (LRCs) after incurring an expenditure of 
Rs3.72 lakhs . 

Ministry of Defence whi le accepting the fa cts stated in Jan-
uary 199 4 that~ , ·. 

the objections ra.i sed by workshop after conc l us i on o f A/T ,, _ 
resulted in dei::u-yJ o f two years and these should have been 
seen at the time of technical s crutiny of t he o f fer before 
placement of A/T; 

the delay to supply the plant after clearance in June 1989 
was on the part of firm; and 

extra expenditure of Rsl.60 lakhs was incurred on account of 
extra stores/fitments required to make the plant suitable to 
meet the end use. 
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to placing of an indent without PAC, A/T had been 
a firm whose manufacturing potential of the requi

nt was not established resulting in the procurement of a 
© sting Rs6.68 lakhs, which did not meet the workshop req

and defects in it still persist (January 1994), although 
a expenditur e of Rsl. 60 lakhs . had been incurred to make 

ant suitable to meet the end use. The plant has not been 
11.ed and commissioned even after more than three years of 

. ~curement (January 1994) due to delay in completion of nec
f - civil works by the uaer formation. As a result, an avoid
expenditure· of Rs3. 72 lakhs had to be incurred to get the 
!!:'/overhaul of field guns done through OFs/LRCs from May 1987 

1993. 

and transport 

expenditure due to non-utilisation of workshop 

· ; An agreement was executed in August 1982 with a foreign sup
et for supply of fifteen 3.5 tonne lorry each mounted with a 
t rol Repair Station (CRS) and a 2.5 tonne four wheeled Trailer 
ted with generator set (Power Plant) at a cost of Rs3.18 

Thirteen lorries mounted with CRS and equal number of trail
s fitted with power plants were received between February and 

1984 in a Central Armoured Fighting Vehicle Depot (CAFVD) .. 
e balance of two lorries mounted with CRS and two trailers fit

with power plants were received in August 1984. Out of thir
en trailers received with power plants, one was not accepted as 
e fuel injection pump and starter were found deficient. Contro

lerate of Quality Assurance (CQA) were responsible for raising ~ 
! aim against the supplier in this regard but they did not do so. 
AFVD, therefore, raised a claim for free replacement in April 
~90 but the same was rejected being time-barred. 

Weapons and Equipment Directorate (WE Dte) of Army Headquar
ers (AHQ) issued release orders (RO) in October 1985 and Febru

-ry 1~86 based on which CAFVD issued fifteen lorries mounted with 
~RS to seven workshops between November 1985 and March 1986. The 
~railers with power plants were, however, not issued. 
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WE Dte informed in April 1986 the Master General of Ordnance 
(MGO' s) Branch that the power plants which had been procured 
alongwith lorries mounted with CRS were a complementary part of 
CRS. MGO's Branch, therefore, directed CAFVD in May 1986 that the 
power plants be issued forthwith to the concerned workshops to 
whom the CRS had been issued earlier without these power plants. 
MGO' s Branch clarified again in April 1989 that power plants 
formed an integral part of CRS . CAFVD , however , issued a trailer 
with power plant to one workshop only in May 1989. 

In February 1992 , the CAFVD pointed out t o AHQ that since 
ROs were generated only for vehicles ( l orries mounted with CRS) 
they left the power plants behind . They a lso pointed out that the 
units did not complain about the non-avai l ability of power plants 
for operation of the CRS and therefore , power plants we r e not es
sential for operation of the CRS . Since the Ministry could not 
eptablish that the CRS are being utilised without power p lants by 
the respective workshops , the rea sons put f ort h by the CAFVD were 
not tenable . 

The case reveals that: I ,...,, 

fifteen lorries mounted with CRS and trailers fi tted with 
power plants were received ex-import i n 1984 at a cost of 
Rs3.18 crores; 

inspite of t he c larif:j_cations given by t he AHQ t hat CRS was 
a complete repair unit with power p l ants , the CAFVD issued 
CRS without power plants; 

fourteen trailers imported fitted wi th power p l a nts were ly
ing unutilised with the CAFVD for t he las t e i ght years; 

the non-availability of the power plants imposed rest riction 
on the utilisation of the CRS's in the workshops and defea
ted the purpose for which these were imported . The expenq ~r 

ture of Rs2. 97 crores on the import of the f ourteen CRS &.~ 
trailer~ failed to achieve its objectives; 

t hough a trailer wit h power plant was found t o be deficient 
of two items on its receipt in 1984 , a c laim for f r ee repla
cement was raised in April 1990 which was r ejected as time
barred. 

Ministry intimated (February 1994) that AHQ had been advised 
to ensure that a similar -lack of communciation or lapse in imple
mentation did not recur. 
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stores 

Avoidable expenditure due to short-closure of a supply order 

In March and July 1990, Government accorded sanction for 
~ocurement of 3 . 00 lakhs and 4.84 lakhs batteries inert 
~oatteries) respectively at Rs . 25 each (total cost : Rsl . 96 
crores) . In November 19 9 0, Central Ordnance Depot (COD) , Agra 
laced a Supply order (SO) on firm 'X' for supply of these batt

eries at Rs2250 pe r hundred (total cost: Rsl.76 crores) against a 
ate contra ct (R/C) concluded by the Director General of Supplies 
nd Disposa ls (DGSD) in July 1990 . The terms and conditions of 
he R/C stipulated that the firm 'X' was cornrni tted to supply 

37,500 batteries per month against the orders placed, without any 
opetary limit, between 4 May 1990 and 15 April 1991 and orders 
eceived during the closing days would be complied within due 

course though in some cases supplies could not be arranged within 
tFiE? last date of R/C. On receipt of SO, firm was, however, to 
antimate within s even days the quantity which could be supplied 

rom the s t ock and time required for the balance for acceptance 
of the purchaser. Accordingly, the SO provided a delivery sched
le of 37,500 batteries per month from January 1991 to August 

[992 and 34,000 in September 1992 and that short fall, if any, 
xceeding 50 per cent of the earmarked quantity for supply in a 
articular month would be made good by tendering that quantity 
eparately within 60 days in subsequent months . 

In response to the SO firm 'X' informed COD in December 1990 
due to some production problems they would be in a position 

o supply only 1. 55 lakh batteries from February 1991 to July 
~991 and r e quested COD to give their acceptance of this. Although 
he firm wa s contractually liable to supply full quantity placed 
efore expiry of t he R/C viz . 15 April 1991, COD accepted the 
equest of Firm ' X' by issuing an amendment to the SO on 2 

ei$,raury 1991 reducing the quantity to 1.55 lakh batteries by 
entioning that the proposal of firm 'X' had been provisionally 
ccepted and that the offer would remain open for negotiation. 

In March 1991, a negotiation meeting among representatives 
DGSD, COD and firm 'X' was held wherein it was held that the 
~as rightly placed as per the terms and conditions of the R/C 

a. firm ' X' was told clearly to consider the same in the right 
r~pective and act accordingly to continue the supplies.However, 
July 1991 firm 'X' informed COD that they would be completing 

cornmi tted supply of 1. 55 lakh batteries and requested to 
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convert provisional a cceptance into final acceptance. 

In February 199 2, Ministry of Law opined that as per provi
sions of the R/C f irrn 'X' was required to rec.:; i ve all orders 
placed uptc· 15 April 199 1 for compliance within due course, though 
it cou l d demand refixation o f delivery period (DP). COD by issu
ing amendment had not only accepted the revised DP but also a cc
epted the propo s a l for reduction in quantity provisionally . Acc
ept ance of some quantity tendered f or inspection a fter issue of 
amen.dment also amounted to categorical acceptance o f the amend
ment by the COD and therefore no legal issue was irrvolved. 

In vi2w o f 3.bove, DGS D advised COD in Ii'ebruary J.992 · to 
B·ho ---'-c l or•p -'-his so nn '/U' :o.-.--il 1QO? C'OD -Fin;::i"i1~- c•h ,·-.r '--·--•l qr,:, .,-,,d +· 11 · ·-- J..L.. - 0 -· L.. ___ .._ • --- ~ -- -J:-.L __ -- "' ~ ~------·~--- --i ·-" -··-' ·-· 1- ._,._....,,_,,,_.. __ ... e 
So for 1 i:;i:; l-ak11c: b~'L..-·'L.." 0 rie-· ·v»i,-l1 oui- "1n-~ fin :::i n·~i,,-,, ·r rr=:n,0:0 r~11c• p-jn -1 - ..• "-'--' ••• Lo... - - '- ~---- i::i •-L.. ...... - c. ..... J! ---·· ·-··c_ __ ._.. ___ ,_ -· --.t:-· ·~ -- t ... ~ .. •·-""---' l 

and on 21 Apri l 1992, p l aced an SO for supply of f our lakh batte
ries at Rs2 750 per hundred ( t otal cost : Rsl.1 0 c~ores) on the 
same firm 'X r ag-a i nst t he fresh R /C havin.~: deli V•3:;:y E;cJ:•e:d.uJ.e of 
5 0 r 000 bcttteries per month from May 1992 t o D:ec•:;:.:nb<S :>.'." I 9'.~~~ ., Firm 
1 1~: cornple·tecl ·t he su~~'lJlies c·ts ~per t.b.is scl~.,2Ctt1le c ,,.-

Ministry of Defence stat ed (Decc:3rrtbe:<'." '.!. 993) that 

the contractual liability o f the firm ,X; to supply ~ntire 
quantity was not established as the contract became binding 
on l y when accepted by both parties; 

second SO at a higher rate was p laced due t o urgency tc pro
cure the batteries .:rnd instructions have been isf::u.ed to 
check recurrance of such cases; and 

there being no other supplier f or the batteriesr 
chase act i on was not fea sible. 

Thus COD by agreeing to their proposal for reduction iil t he 
Cr'""'1n,c i;- ,- '- o 1 5i=. iakh ·n· ,,,,_,_·e r ies •,,··i+·ho1 1Y- obta i ninr .... "'r i or 1""'"· ~1 -"'~--- -- '-Y L.. _, -~ - ·--- o ...... t.. __ , ,v _'--·- ......... --··---::! .!:'-- _ .... ·'""'~ a. "" 

opinion l 0 rl t o nrocur0men~ o f four la~h ba~~eri 0 s ~ -L..~ hic-h 0 - r~ ~ i ! _ - -- __ -<==~. !'. - - ""- __ [.. _ _ ·- __ a.!' .. _ L. L. --v a ---::J--cJ_ .. - •~ L.\~ 

of Rs2750 per hundred against Rs2 250 per hundred as per earlier 
contract { involving an avoidable expenditure of Rs20 l akhs a nd 
also undue benefit to firm 'X'. 

A Central Ordnance Depot (COD) pla ced three supply o:cder s 
(SOs) between July 1990 and April 1991 on firm ' A' for supply of 
3984 batteries of different specifications at a cos t of Rs36.37 
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khs against rate contracts (RCs) concluded by the Directorate 
~neral of Supplies and Disposals (DGSD) . The firm supplied 2492 

:DAtteries upto the extended deli very period (DP) of August/ 
September 1991, le aving balance of 1492 batteries. 

In November 1991, COD approached DGSD for cancellation of 
sos at the risk and expense of th,e defaulting firm . DGSD in 
February /March 1992 called for certain information by 31 March 
19.92 so that the risk purchase action could be taken by them 
wiithin the prescribed period of six months from the e xpiry of DP. 
COD initiated action to get information required by DGSD but held 
t !:le view that by the time it was collected and transmitted to 
DGSD,dead line of s ix months would expire and therefore cancelled , .. 
a l l the above sos i n March 1992 without financial repercussion . 

In March 199 2 , COD placed five sos for supply of balance of 
batteries on five firms against RCs concluded by DGSD at 

n i gher rates which resulted in extra expenditure of Rs3 . 96 lakhs . 
The batteries were received during May to July 1992 . 

Further, inspi te of poor performance of firm 'A ' in respect 
o~ a previously concluded RC, the COD, in July 1991, had placed 

i . • 

another SO for supply of 2500 batteries at a cost of Rs2 l. 50 
lakhs against DGSD new RCs . The firm could supply only 815 batt
e ir,ies upto DP of March 1992, leaving balance of 1685 batteries. 

· [ n May 1992, the firm informed COD that they were not in a posi
t ion to supply the remaining batteries and requested for cancell
ation of their SO . In June 1992, the COD referred the matter to 

( HQ) and sought their advice. Despite repeated 
did not communicate its decision and ultimately 
SO in November 1992 without f iriancial repercus-

In November 1992, COD placed a SO fo r balance of 1685 batte
r~es on another f i r m at higher rates which resulted in extra ex
penditure of Rs3 . 56 lakhs. 

The COD state d in December 1993 that as a result of deray 
would i nvariably have had a large fleet of veh'icles 

Ministry of Defence stated (December 1993) that 

it was logical that prices of batteries in RCs of 1990 were 
cheaper than prices in 1992. Therefore extra expenditure of 
Rs3.96 lakhs was notional; 
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even though performance of the f irm ' A' had not been good, 
the fact that their rates wer e cheapes t , another SO was 
placed in July 1991 on them . In November 1992 SO was cance
lled and balance quantity was off-loaded on ot he r firms 
keeping in view the urgent requirement of t he i tem; and 

Army HQ had felt that time-f rame o f six mont hs f or ini tia
tion of ris k and purchase action wa s t oo limited and that 
instructions had been issued to review the need for increas
ing this time-frame. 

The fact , however , remains that an extra expenditur e of 
Rs7 . 52 lakhs has been caused due to non-suppl y of 3177 bat t eries 
(1492 batteries + 1685 batteries ) by f irm ' A ' within t he DP in 
contravention of the provisons of RC s / SOs. Further , keeping in 
view t he existing t ime-fr ame action s houl d have been taken to get 
thes e sos cance lled a t the risk and cost of t he defa ul t i ng firm 
within six months of the expiry of DP . 

Defenc e estates 

22. Cost escalation due t.o abnormal delay i.n acquis iticm. of land 

Based on the recommendation of a Board of Of f i cers (Boa rd) 
held in February 1980 , the Army Headquart ers (HQ) submitted a 
proposal in March 198 3 fo r according approva l f or a cquisition of 
227 . 625 acres of land for an ammunit ion dump f or an Armed Brigade 
at an estimated cost of Rs7.73 lakhs . In Octobe r 1 983 , t he case 
was submitted to Ministry of Defence (Mini str y.) for appr oval. The 
land requirement f or this Armed Brigade was merged with the Key 
location plan (KLP) of the station ' A' in November 198 3 whe n the 
KLP of station ' A' was finalised. Since there had bee n es calat i·~ 

in land value, Army HQ was in correspondence with field offiL.! 
on obtaining upto-date cost during the period 198 4 to 198 6 . 

The case , rema ined under protracted corre spondence among 
various branches of the Ministry and Army HQ between Oct ober 1986 
and March 1988 . 

In December 1989, the Ministry asked the Quarter Master Gen
eral ' s ( QMG' s) Branch to confirm whether the Armed Brigade was 
located at the Station and if so, what was its land requirement. 
The QMG's Branch clarified in March 1990 that the Armed Brigade 
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now a part of the cantonment and that the identity of the 
, ~med Brigade had been merged into other formations in the Sta
tion. In view of this, the Ministry of Defence (Finance) stated 
t;.!hat it was not necessary to acquire further land. The QMG' s 
~anch, however, stated that though the land was not specifically 

required for the Armed Brigade in question, yet the same would 
be used to ·make up the overall shortfall in the station. 

The Ministry of Defence (Finance) therefore agreed to the 
of 190 . 83 acres of land at an estimated cost of 

Government sanction was accordingly issued in 
However, the land has not yet been acquired 

The Ministry stated (December 1993) that the land was re
quired for dumping of ammunition and was not included in the land 
working sheet while revising the KLP, as such the matter remained 

protracted and lengthy correspondence between various 
branches of the Army HQ and the Ministry . The views expressed by 
Ministry would indi cate that a prolonged delay in taking a deci
sion has resulted in additional expenditure of RsSl.80 lakhs even 
without taking into account the reduction of land to be acquired. 

The case reveals that: 

though the Beard had recommended for acquisition of land in 
February 1980, a final decision could be taken by the Gov
ernment after eleven years in January 1991 only, thereby en
tailing a cost escalation of RsSl.80 lakhs to the State; and 

though the sanction for the acquisition of land has already 
been accorded in Januar y 1991,the land has not been acquired 
so far (November 1993). The cost of the land is therefore 
likely to exceed when the land is actually acquired. 

Avoidable payment of customs duty 

Certain defence items are exempted from payment of custom~ 

duty if duty exemption certificate (DEC) and not manufactured in 
India (NMI) certificate issued by the competent authorities and 
received from consignee are furnished to the customs authorities 
By the Embarkation Headquarters ( EHQ). EHQs are also entrusted 
~ith the responsibility of preferring claims for refund of cus-
toms duty paid in excess within the specified time limit, its 
speedy recovery and finalisation of the claims. 
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Mention was made in paragraph 15 . 09 of t he Report of the 
Comptroller and Auditor General of India , Union Government De
fence Services (Army and Ordnance Factories) for the year ended 
31 March 1988 regarding rejection of c laims on a ccount of refund 
of customs duty due to non-production of requisite documents . In 
the action taken note Ministry stated in May 19 93 that instruc
tions had been issued in August 1988 to ensure that DEC/NMI cer
tificates are seni~ to EHQ well in advance of arrival of cargo. 
Inspite of these Lnstructions in the fo llowing two cases avoid
able payment of customs duty due to delay in producing DEC cer
tificates was noticed : 

Case I 

A precision grinding machine costing Rs 19.49 lakhs imported 
for the factory 'A' reached Bombay in April 1990 . The machine was 
cleared after payment of customs duty amounting to Rsll . 66 lakhs 
in May 1990 . As per procedure consignee is required to produce 
DEC/NMI certificate well in time in order to enable EHQ to clear 
the cargo without paying customs duty. The DE C was , howevr \ 
issued only in April 1992 much after the receipt of the sto:r..-.e1s 
and after expiry of time limit of one year from the date of final 
assessment of customs duty for preferring refund claim . Though 
EHQ took up the matter in June 1992 for refund, the claim was 
rejected in June 1992 itself by customs authorities on the 
grounds that the time limit for claiming refund had already ex
pired on 21 May 1991 and also the DEC was invalid. The claim was 
again taken up by the factory with the customs a uthorities in 
February 1993 but the amount is yet to be refunded (January 
1994). 

Case II 

Precision Universal Tool and cutter grinding machine valued 
at Rs15. 52 lakhs imported from foreign country was cleared in 
January 199 1 by paying customs duty amounting to Rs9 . 31 lakhs. ; ~ 

. ..__ tf 

May 1992 the factory authorities forwarded t he DEC issued by the 
Ministry in April 1992 to EHQ. EHQ took up the matter for the 
refund of payment made on account of duty with customs autho
rities in June 1992 who in turn rejected the case as it was time 
barred . The factory authorities referred the case to Collector of 
Customs in September 1992. 

In February J993, the case was again referred to Collector 
of Customs but the refund of customs duty paid was yet to be ob
tained (January 1994). 
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, The above cas e s revealed that due to delay in furnishing the 
in time by t lle consignee resulted in avoidable payment of 

2o.97 lakhs on a ccoun~ of customs duty. 

The matter wa s referred to the Ministry in August 1993 and 
reply is sti l l awaited (February 1994) . 

Procurement o f a damage~ machine 

In January 198 9, Ordnance Factory Board, Calcutta placed an 
~ent on Dire ctoJ General of Supplies and Disposals (DGSD) for 
~procurement o f a Precision Universal Grinder Machine required 
~ - an Ordnance Fa s tory (factory). Based on the indent DGSD con
~ded a contract i n December 1989 with an India11 . agent of a for
cjn firm for the supply of the machine at a cost of Rs18 . 02 
~hs includi ng Ind ian agent's commission . 

The equi pment was received in India in February 1991. During 
survey inspection carried out in March 1991 ~ it was found 
the machiDe wa s severely damaged. 

. As the equipnent was not insured, Embarkation Headquarters 
~·Q ) in their com'Tlunication to the factory in May 19 91 felt that 

•ete was little p ossibility of realising the cost of damage from 
e _Insurance Comp ~ny. EHQ also stated that as the survey inspec

'on could no t be conducted within the stipulated period due to 
te receipt of manifest a claim on the Port Tru s t Authority 
u i d not be tenab le. The factory authorities proposed to take 
e ' machine to the factory premis e s in May 1991 to assess the 

was back- loaded to the supplier for repairs. 
equipment was brought to the factory in June 

incurring an expendi ture of Rs0.03 lakh . 

In July 1991, the factory authorities requested the supplier 
repaired at latter's cost but the supplier re

sed to r epair a t their cost as the contract was on FOB basis . 
refore in November 1991, the factory authorities informed EHQ 
-~ the damages t o the machine were sev~re and the machine was 
~nd repairs. The factory authorities, therefore, suggested to 
·to prefer a claim on the supplier for the full value though 
firm requested to send back the machine to the manufacturer 
~ sess the total damages . As necessary documents were not re

Ved from the f ectory authorities, an initial claim for Rs5000 
preferr ed by ~HQ on the carriers in November 1991 to avoid 

ection of clain as time-barred. On receipt of the required 
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documents the claim amount was amended to Rsl8.40 lakhs in Jan
uary 1992 and to Rs26 .15 lakhs in December 1992 . Th e claim wai:: 
r ejected by the carriers in January 1993 on the ground that thE 
firm figured claim was not preferred within the statutory timE 
limit of 12 months. 

The case thus reveals that: 

the machine cJsting Rs18.02 lakhs received in damaged condi
tion was yet to be repaired and used evenaf ter more than two 
and a half years of its receipt ; 

no claim could be lodged on the Port Trust Authority as the 
survey inspect i on could not be conducted within the stipu
lated period; and 

the claim preferred on the carriers was rejected as firm 
figured claim was not preferred within the time limit. 

The case was referred to the Ministry in June 1993 and their 
r eply has not yet been received (February 1994). { - ~ 

~,J 
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CHAPTER - IV 

ORDNANCE FACTORY ORGANISATION 

Performance of the Ordnance Factory Organisation 

Introduction 

The Ordnance Factories (OFs) Organisation consists of 3S 
:dnance Factories, with a manpower of 1.72 lakhs, which produce 
re than 1500 items ·of arms, ammunitions, equipments and compo

. nts. At ~he apex level, .the OF Organisation has a Board, titled 
dnance -Factory Board (OFB). The Director General of Ordnance 
actorie~· ( DGOF) is the ex- officio Chairman of the Ordnance Fac
ory Board, and is assisted by nine Members who are in charge of 
arious staff and line functions. 

The broad distribution of the divisions is · as follows: 

Divisions No of factories 

Materials and Components 10 

Weapons; Vehicles and Equipments 10 

_(iii)Ammunition and Explosives 10 

Armqured Vehicles 4 

(v) Ordnance Equipment Factory Group 5 

The factories are also classified as Metallurgical (6), En
gineering (16), Filling (5), Chemical (4), Ordnance Equipment (6) 
and Miscel.laneous Group of factories ( 2) . 

25.2 Budget grants and expenditure 

Budget..,.grants and actual expenditure for the peri."od 1987-88 
to 1992-93 are given in the ·following graph 
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f - While the Budget Grant under Revenue head gradually increa
, since 1988-89, the same under capital head had a declining 

~d since 1991-92 . 

i3 Analysis of performance of OFB 
~. 3 .1 General 
~ 3.1.l Table below indicates element-wise production for the 
~st 5 years ended 31 . 3.1992 

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

Value of production 
-" -----------------------------------------------------------------
·.t 

1987-88 1988-89 1989-90 1990-91 1991-92 

--------------------------------------------------------------
Rupees in crores 

, irect 
'aterial 1175.55 1509.21 1586.33 1728.13 1438.12 

'irect labour 130.30 139.87 138.90 197.13 153.13 
ariable overhead 
harges levied 199.27 360.15 373.43 424.03 405 . 73 
ixed overhead 
harges levied 341.13 233.21 23 9.68 302.05 305.12 

------- ------ ------- ------- -------
1846.25 2242.44 2338.34 2651. 34 2302.10 

25.3.1.2 The graph below indicates the contribution of each tinit 
of oost to the value - of production (as percentages) for the 
five years upto 31st March 1992 : 
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DIR.MATERIAL ~ 
FIX.OVERHEADS -v AR.OVERHEADS D 
DIR.LABOUR -

ANALYSIS OF COST OF PRODUCTION 
(PERCENTAGE TO TOTAL) 

1987-88 1988-89 1989-90 1990-91 1991-92 

63.68 67.3 67.84 65.18 62.47 · 
18.48 10.4 10.25 11.39 13.25 
10.79 16.06 ·15.97 15.99 17.63 
7.0!) 6.24 5.94 7.44 6.65 
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When production of new r cerns are rmdert.9.kc~n ,:1s f.: rasu.U: of 
forei~,rn· collabo:raticm, complete knocked dmvn {CKD) ·E!.ssembl les ar e 

initial l y usedo 
production 1 t he 

As t his requires much less labour than regular 
inclus ion of t he values of CKD 1:u3s 1z.:rnb1ed products 

.dis torts the overall p i cture by increas.:Lng the Di:r.E,ct. £ilat:erial 
component whi l e suppres sing the Di>.:~,~11::t, La.bm1::c .-:;cm1poI:.0~1t ':J:r'. ·total 
cost . 

25C·3o1 o3 T11e fo.1.l.o·,.,J·ir1g~ t.a}jle J~lli..1st. :e~t.e~~ ~:t~-~?~t: .-:1:~e -~:. c;: ~~~ ·~~~c;l~.J.r~ ~l_.-~:.:G. c~f 

CKD from ·value of ~pro~11c ·tio11. -~:l1e ~Q·E: :rcerrt.·.~!. :~~~s (: .. ~ ·;p:reY~is-Ct~ ~cerc,.~ has 
come down over the, last th:ree years" wh::U:s th::srs is \'.!. :~.nc-

reaee irt the average value of fixed capital asset s, 

1989 --9 0 
1990-9 1 

J~.lliUUll i ~'L: .. i W-3J. 

Exp1c~~i:,ves 

~~e@pc.~n~ fl \7eltf~(c;.1G~ 
·~~!~id Equip1!~\6r~t:c::-

i.:L;]., J Matari~,~ J~ 
i():i:mpoE®R'3.t ~ 

i:'i.I') Or d;nam;;e 1!~rd .. pTcl~r:0t 

r:. :· ,, 
._;,' •) ~ ... ) . ..; 

·:;:,.·-. , ·.• ..... .. _ .. '· 

" • ·~. 

..., ........ !'·"; 

....... .. j ~ .. 

: ~ - . 
~ • f•• , ... 

...: .. ·~ c ;," .~ 

... , ·-
~· (' ::_)0 

. ' .: 

~·-:_. .. .:_·' 

.. . ; ·: -~· 

'~~~:,;lo,;. .· 

.:.· ~:~ . -· 



1000 

800 

600 

400 

200 

is depicted graphically below 

GROSS VALUE OF PRODUCTION 
DIVISION WISE 

Rupees in crores 

o_lL__'.'::::!:;!:::::=-_L_------""'*""=--__L___,,~=--L__!-=;::!:~-L--'~~_,, 

1987-88 1988-89 1989-90 1990-91 1991-92 

ll'SlS.'i ARMO'.JRED VEHICL- ORDNANCE EOUIPMc:J- MACHINERY /COMPONEN'T 

WEAPONS V EH.EOUCJ AMM'N & EXPLOSIVE 

.3.1 . 5 The ratio of gross value of production to average value 
fi x ed capital assets in the factor i es under the M&C Division 

me down during the last 3 year s ended 19 91-9 2 as below : 

1987-8 8 1988-89 1989-90 1990-91 1991-92 

Gross value o f 341. 90 388.81 387 . 90 4 35 . 60 338 . 60 
Production 
crores of rupees ) 

ii)Average value of 134 . 77 127.71 13 3. 91 2 34 .92 2 47 . 85 
fix ed capital a ssets 

(in crores of rupees) 

·• ~ (iii) Ratio of 1 to 2 2.54 3 . 04 2.9 0 1. 85 1. 37 
.------------------------------ - - ------------- --------------------

Issue to u sers 

The indentor wi se issues for last 5 years were as under 
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:t WOUld be Seen frOffi the above table tfia-C. d..L.1...C.L v~u._,~_l __ J.__=> 

~ad time of four years, 1944 indents were outstanding start
~om 1958-59. 

3.2 Production programme vis-a-vis progress 

OFB fixes targets for manufacture of items every year. 
3 noticed that progress of achievement in respect of several 
remained well behind schedule. Though orders for manufac

and supply of some more items existed manufacture of these 
had not been undertaken by the fac~ories in the absence of 

duction programme (targets) for these items by OFBo During 
ear 1992-93, though orders existed for 284 items, no targets 
fixed for 37 items . Out of 247 items for which programme was 
, 27 items were behind schedule. Details for 5 yea rs ended 
March 1992 are given in Annexure I . 

The slow progress in p r oduction of these items was attri
l by the OFB to non-availability of stores/parts, technical 
.ems, waiting for proof clearance, etc . 

. 4 Capacity utilisatio n 

OFB assesses capacity utilisation of 
tandard man hours (SMH) and machine hours . 
indicate the ext ent to which the capacity 

j on the above two parameters . 

Table - I 

a factory in terms 
The following ta

had been utilised, 

( Capa city 1.tt ilisation in terms o f SMH) 

De/re rated Capacity utili- Percentage of capacity 
capacity in sat ion in SMH uti lisation 
SMH 
----------·-- -------------· --~ .·.~ ...... -- -. ----~----------------

In lakh hours 

7-88 2123 2235 105.25 
3-89 2123 2127 100.16 
~-90 2257 2259 100.09 
}-9 1 2257 2 240 99.28 
1-9 2 2257 1722 76 . 30 
2-93 2139 1461 68.11 
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Table-· II 

-----------------------------------------------------------------
Year 

1987·-88 
1988-89 
1989-90 
19 90-91 
199 1-92 
1992-93 

Machine hours 
ava.i lable 

155L 40 
1142031 
12Q(),L1Q 
J.308 0 64: 
1187 ,36 
1114 ·~ 68 

:Machine hou.ra 
utilised 

1195059 
930~~35 
993005 

J.062 ,; 40 

871c70 

Percent.age 
u.t.ilisa.tion 

T?o 0 7 
8L 46 
82 .7 3 
8L l8 
79. 32 
78. 20 

pe~centage of capacity utilisation was mainly due to diminishi ng 
o:f:f tal{e; bJt A.:crny du.~ i.:o 1~ 1a~Jou:l:c=6 c;rL1nch o Flo\:11t.s·t~az." r. E~f :Ec 1:ct:8 Vtre:ce on 

for diversification by supplying to Ministry Homa Af faira and 
civil sector including exporL 

I 

25" 3o4"1 Normally the Ordnance :fP.act.oriez <;U'.'•9 g-etu:-ed up t.o wo:!L..,,"' 
t.111ro shifts of. 8/10 hours each, .As of 31st Ma.rc.:h 1993, 83 pe~c ce nt 
o:E employees 11mrked on day shLct.s while 1 7 per cent on night 
shiftso 

25 o 3 ¢ 5 o 1 .. E1nployees ·Of tJ1t5 ~JF .Qrgeiu11iseri:..:i.c\r1 &i1r.(3 clcuBe.i.f .i. 1acl l5~8 ( i ) 
"Officers•, who man senior supervisory levels, ( ii)"Noil-Gazatted" 
or "Non~I:ndustrial" employe.ei3 ''Jho me:in junio:c :::n1p:srvisory leve l s 
l"l"J.1.d. r::le"i.~~ ~-i!'.!'.j_ ~;:;.i_~.~ ·.h_l j_a. h_~_Jfl.~'fl __ ·F c><i. ·_,._1r~J • .' i, _1,,j_.i_ '11 °~ 1 "r~1.., ,.-.: ·~-~p~j ~· "i f.P·1T.=-. ·- ~-~~~ ,~·- 1 !: Vllh0 -:._ ~- .k.~._.Q_ ._..._. .._._._,.,,, __ !-,J __ __ """" _. , ___ . 11 J.~.:.-~ .... !t:::i'<.:;>.:.,,.4. .... 1<.A_:.. .!-:.~· -L._!...:."-l·g ~··'"""~ r· 

are engag-ed i n the production and :m.e.intenanc,2. crpere.t.io:ns o The 
number of employees of Vcirious ca:cec_;rori.es c:ixn:-in9 the last S year s 
ie given in t he following table: 

------------------------------------------------------~----------
No, o :t: 1987-88 1968-89 19i:H,-90i 1.990-91 1991~92 

employees 
-=--- ------·--.,,_ _,.,,_,_., _ _ • ....,<&:> ........ ..-

,_,cz=o-~·--.. ~ __ ..._ ~·-=-==-~ 
~=... • • ,,,.........,~-·~"""" _,,,,.....,..,,.,.,.==-- ---

Officers lu 416 1,453 lu555 1 Q 640 1 ~l 681 

NGOs/NIEs 43; 843 44 9 199 43p 946 " "' J1 JI ...... 44 ff 285 ~~g ~~:J 

IEs 1 32 92t,~ 1; 30u 938 1 ; 29 f 370 lg 28:255 lg ,, .. urn ! f <!; 0 Q 

----------- ---------- ---~--~--
_.....,. ____ ...... .__~ 

~---------

Total l v 78, 183 1, 76u 590 ~ 74, 371 1; 73, 340 lg 72, 154 ..!. i 
________ ...,...-r. ... .-

....... .-.. ...... ._~-- .. -- ___ _... ___ ___ 
.,_-~----.... -. ~--- ...... -~....,--
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It is observed that there is a steady growth in the number . 
. of officers/NGO,NIEs even though work load has come .down. and 
there is gradual decrease in the number of industrial employees. 

i; 25. 3. 5. 2 The ratio of direct to indirect labour for the above 5 
:' years was as under 

----------------~-----------------------------~-----~------------
'. Year 1987-88 1988-89 1989-90 1990-91 . 1991-92 
-------~---------------------------------------------------------

·:-. Ratio 1: 0 .65 1:0.63 1:0.64 1:0.66 1:0.66 

·25.3.5.3 In Ordnance Factories there are two types of industrial 
workers viz. "Piece Workers" who are directly engaged in produc
tion and paid for the work turned out by them and "Day Workers" 
who are engaged i n maintenance jobs and paid for the actual num
ber of days and hours . they work without any regard to their out
put. Day work~rs are alsb- called Gen~ral Shop Labour (~SL). 

25.3.5.4 There is increasing trend in the expenditure on General 
Shop Labour as shown in graph as under : 

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

1986-87 1987-88 1988:.89 · 1989-90 1990-91 1991-92 
------- ------- ---,.---- ------- ------- -------

In crores of rupees 

General Shop 16.48 20.03 21. 01 22.98 25.75 31. 77 
· , Labour 

Total 162.67 196.37 200.84 ·220. 50 219.20 228.86 
indirect 
labour 

~ Total 121. 04 141.16 147.72 152.94 157.27 168.24 
direct labour 
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GENERAL SHOP LABOUR 
AS A PERCENTAGE OF 

TOTAL INDIRECT LABOUR 

25 o 3 c 5 o 5 Th~re has been a gradna l decline of the :m1m.oer of em
ployees on piece work i:Qflicatin9 that the production activities 
in Ordnance Faqtories were decreasing as the fol lowin·g . table 
would show~ 
----------------~------------------------------------------------
Year 

1986-87 
1987-88 
198 8-89 
1989-90 
1990-91 
1991-92 

Average 
number 
of piece 
workers 
-------

77v164 
78u441 
78, 38 1 
74,~86 
73.857 
71,1.01 

Piece work 
earning 

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

46009 
45c3l 
4Lll 
39078 
35.45 
9LOO 

Incentive Total cost 
Bonus paid o f production 
to maintenance 
workers 
--------------- , ___________ .._ _____ 

In crores of Rupees 
2o73 1609036 
2o35 1846025 
2o28 2242044 ~ ! _/-

2o24 221L 64 
2.06 2318089 
4 .09 2178 .0 6 

The sudden increase {almost 100 per cent ) of Incentive Bonus 
paid to maintenance wr.n:·kers duri.n9 i991-92 in compari son to 19 90--
91 was attributed by the OFB ,( ,_Tflnuary 1994 ) to the issue of Gov
ernment. orders relating.to revised correlation of piece work rate 
based on the Four t h Pay Co!TI!11is ~ion pay scal es and payment of con
sequent arrears t o maintenance ·workers as ~,;el 1 e1s p1.itsce workers o 
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The position of overtime payment for the last three years in 
segregated form was as under : 

Overtime payments made 
--------------~----------------------------------------------~-~-

Year Production Service Administration 
----- ----------- -------- --------------

In crores of rupees 
1989-90 37.56 32.28 8.51 
1990-:-91 38.45 31.21 8.20 
1991-92 28.22 22.08 8.63 
----------------------------------------------------------------- , 
25.3.6 Inventory Management 

25 .. 3. 6 .1 Stores (Raw materials and spares) 

In para 3.14 of the fifty fourth Report of the Esti
mates Committee ( Seventh~ok Sabha), it was stated that inventory 
holdings in ordnance factories were under constant review and 
were generally kept within the limits laid down in Government in
structions. It was, however, noticed that while there was reduc
tion in utilisation of capacity of the ordnance factories, there 
was increase in inventory holdings. The average holdings in terms 
of number of days exceeded in each year the pres·cribed norm of 

· 180 days. There was considerable increase in the holding of non
moving, slow moving and maintenance stores over the years. There 
was sharp increase in holding of waste and obsolete stores during 
1991-92 vide graph given below : 

Sl Particulars Years 
No. ---------------------------------------------

1987-88 1988-89 1989-90 1990-91 1991-:92 
----------- ------- ------- ------- ------- -------

In crores of rupees 
1. Working stock 

/ 

a. Active 732.57 816.38 922.21 952.71 905.25 
b. Non-moving 42.04 39.32 38.80 51.82 55.30 
c. Slow moving 33.13 64.80 64.79 77.36 95.00 

2. Waste and 14. 30 2.86 6.35 4.93 17.79 
obsolete 

3. Surplus 10.30 33.36 43.65 44.26 41.57 
4. Maintenance 77.02 76.09 80.91 90.98 93.78 

Stores 
------- ------- ------- ------- ------

Total 909.36• 1032.81 1156.91 1222.06 1208.70 
-----------------------------·--------------------------------------
Average holding 
in. _terms of 
number of days 243 212 256 276 314 
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The qraph given below show.s t he summarised position g 

500 -

INVENTORY HOLDINGS 
(In c:mres. of Rs.) 

.j. ·, . . 

I) -"'--,-1 -- I I 

1987- 881988-891989-901990-911991-92 

ll\.'VENTORY HOLDINGS &\\] 909.36 1om:'..JH 1158.91 1222.06 120fL7 

1 1 As of 31st Mar4.~h 1992 th~ following factories aceou11ted 
1major holding o:f :m:n11=m~ving and slt:rw-moving items as belov;y g 

HVF Avadi 
GSF Cossipo~ce 
RFI Ishapore 

2503.6.2 Finiehed stock 

g, 0 8 3 
2o58 
1Q31~ 

In croree of rupees 

3tL 86 
5o63 
(L92 

. \ ,· 
1 I 

' ~ i 
'7 

for 

There wa©J a ©t~ady ::txi. cr·~ase in the total holding~ c1f 
finished ~tock and finished . '1Jt:Jmpon•ents 9 as the f o llowing ~rraph 

would·show. 

1 
l 



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

1987-88 1988-89 1989-90 1990-91 1991-92 
-!,------~---------------------------------------------------------

:',:inished Stock 
~!ding in 21.99 24.89 22.49 26.48 44.52 
~rores of rupees 

: ~!ding in 4 days 4 days 
.~rms of No. of 

4 days 4 days 7 days 

ays consumption 

inished com onents 
:olding in 131.07 
~rores of rupees 

146.53 141. 31 174.79 201.23 

·,~ 

59 days 62 days 64 days 94 days 134 days 

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

HOLDINGS OF FINISHED STOCK 

IN CRORES OF RUPEES ll)!J 13L07 146.53 141.31 174. 79 
AS No OF DAYS CONSUM. r\\\TI 64 201.23 

u.lliJ 59 62 94 134 
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25.3.6.3 Work in progress 

There was increase in the va.lue of work-in-progres s, as 
the following graph would show : 

soo 

600 -

400 -

·woRK IN PROGRESS 
(In crores of R§ .. ) 

' J 

~ 
As on 31st March 1992, 2138 0 warrants were more tha.n one 't-"6 

thirty two years old against the normal life of six tnonths o f a 
warrant. The value of such outstanding warrants was Rs229. 70 
crores constituting- 32. 10 per cent of the t o·ta l work-in-progress. 
It is felt that the old warrants need to be reviewed at a reg~lar 
interval so that the items under production may not become obso
lete by the time they are completed and the expenditure r endered 
infructuous. 
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Manufacture 

Rejections in manufacturing processes 

Total value of production (including permissible rejec
ions) vis-a-vis value of rejections beyond permissible limits 
excluded from the total value of production) during the last 5 

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

' . 

Total value of production 
(including permissible 

rejection) 

1846.25 
2242.44 
2211.64 
2318.89 
2178.06 

Value of rejections 
(beyond permissible 
limit) 

In crorea of rupees 

8.34 
4.40 
4.81 
7 . 74 
8.09 

-----------------------------------------------------------------
The value of production decreased during 1991-92 · but the 

>value of rejections increased in comparison to previous years 
(1990-91) as mentioned above. An amount of Rs8.09 crores has been 
kept out of production during 1991-92 being abnormal losses which 

·09curred during manufacture. 

Major losses occurred in five factories as under : 

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

(i) Ammunition Factory, Kirkee 

(ii) Vehicle Factory, Jabalpur 

(iii) Field Gun Factory, Kanpur 

(iv) Ordnance Factory, Chanda 

(v) Heavy Vehicle Factory , Avadi 

Rupees in lakhs 

423.90 

127 . 77 

104 .}3 

48.27 

47.82 
-----------------------------------------------------------------

It was observed that avoidable rejections continue over the 
in the following factories : 
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Value of avoidable rejections 
-----------------------------------------------------------------
Name of 
the factory 

Ammunition 
Factory; Kirkee 

Vehicle 
Factoryu 
Jabalpur 

OoFo Chanda 

Heavy 
Vehi cle 
Factory: A.vadi 

1987-88 

.,,,...,-~-=-

10CL26 

·1988-89 1989-90 1990-91 1991- 92 
Rupees in lakhs 

--~~--,,.- -·--~-_,, ....., *"<='~-""-=:=>-""=-=-
~=~~--._,_ ___ 

43048 383026 423. 90 

lOt:L 22 117ol6· 134090 127. 77 

48.27 

55079 47 .82 

-----------------------------------------------------------------
(-) indicates negligible figures 

:Such repeated avoidable rejections in :manufa.ct.ure p@rticu
larly in the above four factories, - call for close attention. 

25.307.2 Losses written off 

The table below depicts the particulars of losses writ 
t en off by competent financial authoritiesg 

1 

2 

3 

4 

5 

6 

(includi ng manufacturing losses) 

Particulars 1989-90 

In lakhs ~f rupees 
Over issue of ps.y and .ei.llow~ 
ances and claims abandoned 

8018 8033 8025 

Losses due to theft, O o 95 «L11 
fraud or neglect 

Losses due to deficiencies Oo52 1\L24 L92 
i n actual balance not caused 
by theft,. fraud or neglect 

Losses in transit l5 o29 25 . 43 

Other causes (e . g 2o31 6oll L12 
conditioning of stores not 
caused by defective storageu 
stores scrapped due to 
obsolecence, etc) 

Manufacturing losses 614.42 ' 360.30 199003 
---------~-----------------------------------------~-------------

Total 641.47 1260.68 235086 
. . 

-------------------------------~~----------------~--~-------~-----
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During 1991-92 , the following factories registered large 
amount of manufacturing losses as below: 

In lakhs of rupees 

VF Jabalpur 97.67 

OF Tiruchirapalli 23.45 

MSF Ishapore 18.58 

RF Ishapore 17.03 

HVF Avadi 16.85 

25.3.7.3 Services rendered on payment 

The outstanding dues on account of stores supplied and 
services rendered on payment upto March 1993 by the Ordnance Fac
tories to outside organisations, including other departments, 
State Governments, Railways, private parties etc . amounted to 
Rs2012 .15 lakhs at the end of June 1993. It was seen in audit 
that stores worth Rs1998.88 lakhs had been issued to various in
dentors without obtaining pre-payment, as required under the ins
tructions given by the OFB in March 1986. During 1992-93 stores 
worth Rs1528.44 lakhs had been issued in addition to the existing 
outstanding amount of Rs470.44 lakhs in contravention of the ex
isting instructions and irregularity having been pointed out by 
Audit in previous year. 

25.3.8 Other topics 

25.3.8.l Outstanding Spot Payments 

As on 31 March 1993 outstanding amount in the OF Orga
nisation on account of spot payinents made to suppliers by 32 ord
nance factories increased to Rs55.20 crores from Rs18.20 crores 
as on 31 March 1992. The reasons for the outstandings were stated 
by OFB as u~der: 

( i) 
(ii) 
(iii) 
(iv) 

25.3.8.2 

Non-submission of adjustment claims 
Non-preparation of receipt vouchers 
Short receipt or non-receipt of stores 
Stores rejected after spot payments 

Non-accounting of stores supplied ex-India 

Defence stor~ worth Rs289. 32 lakhs were supplied by 
Heavy Vehicle Factory, Avadi to a foriegn Government between 1983 
and 1986. The foreign Government had paid Rs243.03 lakhs and the 
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bala nce amount of Rs46 c29 lakhs was still due (Aug·ust 1993 ) , The 
amount was, however , not refl ect ed i n t he Annual Accounts of OFB 
resulting ·in unde::-statement of sundr y debtors to the extent o f 
Rs46.29 lakhs. 

Co ntro ller General of Defence Accounts stated i n Ap:ci.l 199 3 
that c laims were t o be preferred by t hem based on issue voucher s 
received from t he Mini stry but no such vouchers had been rece 
ived . The matter was ta.ken up with Minis ·try of Defence ( D/EPC ) 
and t heir r ep l y vv~a.s awa. i ted as o f December :! 993 , 

Vehicle Factory Jabmlpur 

26 .l I ntroduction 

I n November 19 65 Government s.:Eictione.d setting- up f: vc~hic 1e 

fac t ory at J abalpur at an estimated cost of Rs32 . 06 crores which 
was increased to Rs46 .B4 crores in January 1973, f or production 
of t hree t ypes of vehicles, viz. Shaktiman(SM ) 3 ton tru~ks, Nis
""an (li-!C'"" ) 1 -I- or ·i- r 1 1c 1{"8 .:« r ,...:j W-i :"'' <:! "YI p;:rl-ro•l »'NP\ ,joncJ"'1 -v-c::oj,-j .-·•i r"'!:"' o 'T'h e1 
i;;;J) - - · ... ~' - i... .. .... J. - ....... !,..._ ~ ~ t ;::,..;...1. - ~.~ ... ';J-0~~ - .... - ~,..., _ -\··· ·· -- ! .., -·· ·-::~" ........ ~ .... -.. .......... '-'<...::=i , ......... .... ~ 

f a ctor y was est abl ished in 1969-70 at a cost of Rr350. 9.0:1 crores 
a nd the p lanned pr oduct i on capacity was 13200 vehicles per year 
(60 00 SM, 4 2 0 0 NC, a nd 3000 NP). 

1I'b.e f a.cto:ry co1mneD.cr0cl production of NP patroJ. v'e:hi.c.les i n 
J un e 197 0 1 NC 1 ton t:n1drn in November 1970 and SJ:E ::; t.0:.1 t.rucks 
in :rzi:arch 1972, The p:codu.ction cou.1.d i:lG'i:. t'6c!.Ct1 :r,no r1s than :3 576 ve
b.icles per year 8\/6!1 E~ 3[E:6.Z' tS aft:e1~ COll1.til811C8ITIGD.t. of r:r~:o ~:t11c: ·tj.cnJ. ~ 

As the achievable capacity of 13200 vehicles was not possi-
b .L . . - . 1 .. • ·1 9~"1 . . th - ' ... " . . . , ~._ e, i:c was clecic,:ed. J.11 ~-= / :J ·co aug.merrc. · ·-!e 1.eve.L ox: proo.uc«:ion ·co 

10000 vehicles Der annum wi th the exi sti na infrastructure . Cer-£ ~ 

tai n i nputs were s.a.nctionc::d between ,Jam:tf:H'Y 19 80 and ,Ju l y 1985 
at a cost of Rs21.31 crores. Thes e vilere completed by 1988 Er'c a n 
expend iture of J;;_s22, 61 cror es. T·hus ·t:he total capib:\l OEtl~iV on 
the f act ory became Rs73.55 crores. 

Even with thi s investment, the factory never achieved prod
uction beyond 8758 vehi c l es per annum. Since 1988-89 the demands 
as wel l a.s product: i on s t a rted f a ll ing due to non- placeme :o.t o f 
o rde rs by the Army crnd during 1992-93 it was 46. 31 per cent o f 
the capacity deemed to be achievable ( 10000 vehiclee) . 

.Arm.y !s view 
longer · r equired 
quality. Hence 

was that the existing mode l s of vehi c l es were no 
i n v iew of t heir technical deficiencies and 
it was decided in Oct ober 1992 tha.t no :E:resh 

66 



:.8.ers would be placed for the existing models and the question 
t further orders had to be linked to the acceptance of futuris 
·:c vehicles by t he Ministry. When the production of existing 
~-hicles had just commenced during 1970, a work study was ordered 
~ ration~lise the vehicle fleet for Army by replacement of exis
.tng load carrying vehicles. The decision on · a new generation 
~hicles could not be taken even though 20 years had elapsed. In 
"face of three types of existing models, a decision to manufacture 
,.~e type cf new qeneration vehicle was taken only in February 
~~ 93. The production continued with 1950 's technology without 
i corporating any modern technologies that have been effected by 
~~her manufacturer s . 

l 

Scope of audit 

The production activities of the factory were commented upon 
paragraph 10 of the Report of the Comptroller and Auditor Gen

eral of India for the year 1976-77. The paragraph was taken up 
l or discussion by Public Accounts Committee (PAC) who made cer
l a in recommendations in their 109th Report ( 1978-79) (Sixth Lok 
""· fiabha). Pursuant to the above recommendations, Government took 
§teps to make the factory viable as a production unit for produc

";~,lon of 9000-10000 vehicles per annum by sanctioning additional 
'lanpower,certain ba ckup facilities (Rsll.39 crores) and balancing 
- lants and machiner ies (Rs9.92 crores) during 1980 to 1985. 

Mention was made in para 45 of the Report of the Comptroller 
~nd Auditor Genera l of India for the year ended 31 March 1988 re
!garding four years delay _in commissioning of balancing plants and 
~achineries. During 1992-93 , Audit reviewed the entire activities 
6f the fac t ory considering the steps taken to make the factory 
~ viable unit of production and the major findings regarding 
~tilisation of capacities,positioning of manpower and consequence 
of shortfall in production are discussed in subsequent para-

Highlights 

The production capacity of the Vehicle Factory, Jabalpur was 
derated resulting in 45.15 per cent decrease since 1987-88 
due to non- a vailability of orders from the Army. Although 
the capacity o f the factory remained under utilised, Army 
purchased 10481 vehicles at a cost of Rs294.66 crores from 
trade during 1986-87 to 1990-91. The purchase price of 1 ton 
Vehicle was more than the cost of the vehicle produced a t 
the factory, involving extra payment of Rs ll.50 crores. 
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I 
I 

· Instead of 3 ton Shaktiman, 4 ton Vehicles were purchased at 
an additional expenditure of Rs17.45 crores. 

(Paragraph 2EL 4 .·1 and 26. 6 .1) 

No action to introduce modern technology in vehicle produc
tion was undertaken as the Army could l!lOt indicate the 
precise specifications of new generation vehicle~ to be man
ufactured. 

(Paragraph 26.7) 

Although a study team was set up in 1970 'to design fut'V!re 
generation vehicles, Go,1ernment. accepted a new generation 
vehicle in February 1993 and decisi.ons on the otlhle.re two 
types were still pending. The delay in de~ision led not only 
to under utilisation of vehicle factitn."ycs capacity but of 
other ordnance factories also like Grey Irol'il. FoundE"y (SO.per 
cent), Machine P~ototype Factory (8~ per ~ent) and @un Carr
iage Factory (15 per cent) . 

Due to 19 eduction in working hour~ u tb® !!il~{)hirA~s w®r~ rfiot 
utilised to the optimum level. 

1'her~ wa'ff; ~ decrease in pr©©lill~·t!;i©!Th ©f Vr@hi©le$ by 4 7 o 1,2 per . 
cent in 1~92=93 a s ©©aWJpa.i:~@ t© 1198'§=38 v wherea£9 labour 
stre»:£gth decreased bJl1 ju~rt ~. "!1 per ~~nt involving %&1.der 
~tilisati~n of labourc 

:i)uril'lg 1SS<;i=93 whil~ ·the wo:d;;.ing hours .per week were :t~®!i~imed 

to 48 8 th~ flwtor}· worked fen: 15. 82 laJd1 hours on owe!r' tir 
invclving' 1ft'l.Jf~-nent ~f Rs11~. 3gi lakhs o 

There was t'lnawoidabl~;i x.·fSljj@;J©tioim of Rs3. '19 crores @l.u&;'ing 
1989~92 eve~ aft.er allo%'3il.':i!.4lJ '},,'7J to 32 pay,: cent reject.i@fili, in 
the estimate~ duEi~g ~a©hi~i~~ pro~esso 
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The value of non-moving stores had increased from Rsll. 8 1 
crores in 1989-90 to Rs18.56 crores in October 1993 indica
ting an inflated inventory during past years. 

(Paragraph 26.5.3) 

Till such time facilities for new series of vehicles are 
established and further order placed, the financial implica
tion of idle/surplus labour would be of the order of 
RsS0.00 crores per annum including that of Grey . Iron 
Foundry. The factory was planning to diversify its activi
ties in other areas. 

(Paragraph 26.5 . 2 and 26.8.2 ) 

Ordering and perception of future vehicles by Army 

Perception of future vehicles 

As soon as the production of vehicles commenced in 
a need was felt to rationalise the vehicles fleet for the 

with a view to reducing the varieties of vehicles held. 

A Study Team appointed in 1970 for this purpose which recom
in April 1972: 

1/2 ton vehicles to replace existing 1/4 ton vehicles(Nissan 
Jonga) 

2.5 ton 4 x 4 .vehicles to replace existing 1 toh Nissan 4x 4 
vehicles 

'(iii)5 ton/7.5 ton vehicle to replace existing 3 ton 4 X 4 Shak
timan vehicles. 

The General Staff Qualitative Requirements (GSQR) for above 
three categories of vehicles were proposed in 1975-7 6 a nd issued 
to Vehicle Research and Development Establishment (VRDE) Ahmed

.nagar as well as to civil sector to enable them to offer their 
vehicles to the Army for users' trials. In 1980 a team visited 
West European countri es to identify vehicles for eva luation in 
India . During 1982-85, e xtensive trials in differe nt t~rrain 

were conducted involving the vehicles tendered by both Indian and 
Foreign firms viz. Benz , West Germany, Nismo Japan, TELCO, Ashok 

. Leyland, Ex VRDE . After trial and evaluat ion, a revised GSQR in
corporating certain changes in basic par ameters and a few additi
onal features was released in March 1986. On the basis of revised 
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GSQR Army recommended 
tion in services. 

cert.a.in vehicle:; G~N7/~~T~ for in~rad· ll"-L .... 1.~ .... ~ ·.,.J1 ... u .- •-· .... ~ · ..... - ... ,. ... . .. ~ '\.,, 

Government , however , appo inted anot her Study Team in Decem
ber 198 8 which in its report in October 1989 recomrnencled th·;~' fo .l

l owing vehic les on various cons iderations : 

(1) 2.5 T x 4 x 4 

( 2) ( ' \ 
1 ' ' •.. I BENZ 1/2 T x 4 x 4 

(3) 5 / 7.5 T 4 K 4/4 X 2 
f {JI"' ft'6Sb. t. :C '! .- ' 

)_ ':; ., 

.AJ;~rny i 11 l\fo 1lernbe1~ 19 9 0 o.g-.::t :l.11. in.\. i t>:.~ .;.1~ 5.n.(i i. ~J1.~: 110 1~t3 c1t!.t:cH1.1cd:i i1 e 

manufacturers t o submit f rash samples f o~ three types o f vehic les ~ 

t.r i a l? 
tionise 2 r.: . ._) t.C)Il. 4 ~'{ 4 T1 J.~~J..! C:CJ \7eb. i c 1 r:~ 

laboration wi th M. ' s TELCO. Vehi cles o± 1;2 ton class 

19 93 co llaborat ion agreement w2s 
TELCO. The detailed project report. WB.E! ::_;:::;;•i :-;J ·- · ~· 

ration ( November 1993) . 

after 20 years ' o f perspe ctive planning . fha 

1':'.nd 

5/ 7~5 ·" 

.:Yu. ly 

rna~k ir1g- .l ecl t.o th·s ~pre sen·t :S it~L-t at~ion. ~·,Ihe~t·.:~ ;-:.l"i.2 f.Et ~:; -!: t)J.'2{ J~. fS >~ ::i .. :~ ::3c1 

with a sudden decrease in orders , leading t0 u~der-11tilis3t ~I 

the factorys' capacity , a s also i n the anc iJ.liary ordn8nce facto
ries like Grey Iron Factory (90 per cent ); Machine Prot0typ~ Foe·- ~ , 
tory (8 5 per cent) and Gun Car r iage Factory (15 pe~ ce Dt ) , 

Process of modernisation for future vehicla3 

The vehicles (Shakt i man , Ni ss an l Ton and Nis2an Jcnga) 
that a re produced by the f actory in 1980's were of 1950'3 d0s ign. 
'I'he techno1o•JY to produce these vehicle;,:: 1,.· ·:.l'' r) :<>:iin:xl. I •:t c:ol. L·1.bo

rat:Lon with MAN of West Germany .i.n ~3epte: nb ,;: .. !.9!.': B o.nci nL'>SlE1 Mo
tor Company, Japan in I'ebnv;i_ry 1960 -::orn.:L"l! J.c::d vd.U1ou i: ].y::;ing up·-
dat e d , a s OFB did not have an.y procedu:c <-~ ffjr updD.tinq U::i e moc'.!t::\ ls 

·7" ..., 



of vehic les developed by the collaborators . 

Moreover OFB W<~re to manufacture the models o f vehic l e 
needed, tried out and s elected by the Army according to GSQR. As 
brought out in earlier paragraphs, selection f o r new generation 
of vehic les could not be dec ided till date by Ministry o f De 
f ence, except for one type of vehicle which was only decided in 
February 1993 , after 20 years of p l anning. Army 's v iew point is 
that:. the existing vehicle s are no l onger adequate in v i ew of 
the i :c technical deficiencies and quality, Ordnance Factory Or
ganisat ion was , however, never supplied with technical specif ica
tions of the type of vehic les required by the Army. Since intro
duction o f futuristi c vehicles had been on the anvi l f or more 
than 20 years, OFB could not p l an f or investment on such accoun t 
as specifications and the GSQR had not been finalised. 

26 .4 . 3 Order position 

r_rhe demand profile o f the Army f or the presel1't series 
of vehicles was quite l arge, .P~s o n 1 A.p ril 1987 the toted_ order s 
Jut r:; tanding on the fa c t ory were .3407 1 whi ch increased t o 37777 

during· 1 988. This came down sharply to just 731 6 vehic les in 
Apr.:U J.993, The downward trend in ordering is graphically r epre 
sent ':'d in paragraph 5, l , The requirement o:E Army for three types 
of vehic les ranged between 41601 and 26290 during October 1986 
to 1992 f but number of vehicles order ed on OFB ·wa.s negligible , 
The yearwise requirement and indents p l aced on O?B are shown in 
Table II o f Annexure A. 

Al t hough t .he r e quirement o f vehi c les o f th;c: hrmy worked out 
t o 333 48 Vehicles as of October 1992 ·the o rder p o ';; J_t i o n chu·indled 
during t hese years due t o non-placement of orders on the facto r y. 
The outstanding orders would cover the producticm period upt o 
J une 199 3 util ising the optimum capacity. The tapering o ff of the 
product ion was accepted in December 1991 t o cover the p r oduction 

· ·9eriod upto 1 994: -95, Finally the Army dec i ded in Oct ober 1992 
that no f r esh orders would be placed for existing models a s i t 
would be counter to the concept o f futuristic vehicle induction 
policy , The manufactur e o f existing series o f vehicles was t o be 
continued at the factory upto December 1996 as decided by Min
i stry of Defence in July 199 3. The Army also planned in 1993-94 
t o diver t funds available due to tapering off of activity by the 
f actory for procurement of vehicles ex-trade, Dur i ng 1992-93 f 
though production targets were accepted for 6000 vehicles,targets 
were reduced to 4600 vehicles which l ed to surplus in the Army ' s 
budget of Rs56 .77 crores on t his account. 



In the meantime, the Army purchased 10481 vehicles at a 
cost of . Rs294. 66 crores from civil trade against supply orders 
placed during 1986-87 to 1990-91. Between May 1986 and 1988, 
5278 4 ton 4x4 TELCO vehicles were purchased against 3 ton Shak
timan involving extra expenditure of Rs17.45 crores. 1141 TATA 1 
ton 4 x 4 vehicles were purchased at higher cost as compared 
to Nissan (NC ) 1 ton trucks , which involved extra expenditure of 
Rsll.50 crores . The purchase price and cost of vehicles produced 

.at factory are indicated in Table III of Annexure A. It could not 
be ascertained whether TATA l ton vehicles were o f superior 

. specification than Nissan 1 ton manufactured by the fa.ctory as 
per GSQR. Similarly the necessity for purchase of 4 ton 'I'.ATA 
vehicle in l ieu o f 3 ton Shaktirna.n according- to existing GSQR was 
not clear . 

26 . 5 Effectiveness 

26. 5.1 Production and capacity utilisation 

The factory w~s t o produce 9000 vehic l es ( 4500 SM, 2500 pn 
2000 NP Jonga) and 15 600 spare engines (SE) working 54 hours ~ J 
week or 10000 vehicles by working 60 hours per week in twc 
shifts. 

During 1987-88 to 19 92--93, the t otal produ ct. i on was 4174 : 
vehicles and 9398 SE, The graphic r epresentat i on o f yearwise ve
hicles produced vis-a-vis outstanding orders is as under : 

VEHICLES PRODUCED Vs, OUTSTANDING ORDERS 
(ALL. CATEGORIES) -
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SPARE -ENGINE PRODUCTION Vs. 
OUTSTANDING ORDERS 

87-88 88-89 89-90 90-9191-9292-93 

OUTSTANDING ORDERS ~ 8200 7051 5701 5151 4539 6508 

PRODUCTION D 1375 1350 1300 1373 2000 2002 .· 

In order to manufacture 9000 vehicle per annum ( 4500 SM, 
NC and 1100 NP J onga) 183.79 lakh standard man hours(SMH) 

were estimated based on two shifts of 54 hour working week. 
·Against this,SMH utilis ed on production of vehicles was as under: 

Yea r 

1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 

SMH utilised 
(in lakhs) 

189.66 
171.73 
145.01 
146.36 
119.50 
100.80 . 

The capacity was de rated to 5900 vehicles and 2000 SE based 
on 2 shifts of 51 hour working weeks amou~ting to 126.15 lakh SMH 
~uring 1991-92. The capacity was further reduced to 4600 vehic l es 
and 2000 SE based on 2 shifts of 48 hours working week amounting 

100.80 lakh SMH from April 1992. 

Thus against 183.7 9 lakh SMH available in 1987-88, activity 
:was gradually tapered down to 100.80 lakh SMH . in 1992-93, a redu
€tion to 45.15 per cent of that in 1987-88. The main reason for 
~apering off of production was due to non-availability of orders 
from the· Army. 

73 



26.6 Efficiency 

26.6.1 Uti lisation of machinery 

The utilisation of optimum capacity of machine s depends 
on the availability of adequate manpower and product i on load. The 
manpower sanctioned by Government in March 1979 was 12576 , of 
these 9500 were c lassified as industrial employees ( dir~ct and 
indirect labour ) . The actual deployment of industri a l emp l oyees 
ranged between 8730 to 8236. The factory had 3842 i t ems o f p lant 
and machinery as of March 1993. The per centage of machi ne hour 
utilisation and manpower availabl e during l a st s i x years was as 
under : 

19 8 7-88 1988-89 19 89-90 1990-91 1 991~92 1992 - 93 

Percentage 92.94 95 . 01 8 2 096 82 .47 70.69 
of machine 
hours utilisation 

Direct and 8730 8675 8607 85 9 1 8526 8236 
indirect labour 

The yearly details of machine hour utilisation is shown i n 
Table I of Annexure A. 

With the induction · of manpower the ut i lisation of machine 
capacity increased, it then showed a downward t rend s ince 1989-
90 because of reduction in working hours of the f actory related 
to reduced producti on. Thus the capacity c r eated was under 
uti lised. 

The normal replacement of machines due from 1980 onwards 
could not be carried out due to delay in taking decisions on the 
new generation of vehicles. The factory had 3842 items of plan~ . 

and machinery as on-March 199 3, and about 2500 machines reache_ 
nil book value/residual value (5 per cent), 61.6 per cent (2388 ) 
of the holding were 16-20 years old and 11.1 per cent (343 ) were 
20 years old. 

26.6.2 Utilisation of manpower 

In March 1979 Government sanctioned 12576 staff to be 
inducted gradually so that the factory could raise production to 
10000 vehicles per annum. The break-up was as under : 
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Industrial Employees (IEs) 
(Direct and Indirect Labour) 

Non-Industrial 
Employees ( NIEs) 

Non-Gazetted Officers( NGO) 

Gazetted Officers (GO) 

9500 

2390 

597 

89 

Against the above sanctioned strength of IEs, the posted 
strength on average was as follows: 

------------------------·----------------------------------- ------
1987-88 1988-89 1989-90 1990-91 1991-92 1992-93 

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

IEs 8730 8675 8607 8591 8526 8236 
(Direct and 
indirect Labour) 

The peak strength of 8730 IE was in 1987-88 with the peak 
production of 8758 veh icles. There was decrease in production of 
vehicles by 47 .12 per cent in 1992-93 from 1987-88 production 
whereas the labour strength was decreased by 5.77 per cent only 
and therefore a - considerable amount of labour remained idle. 
This indicated that labour/manpower utilisation was not optimum. 

OFB stated (November 1993) although labour strength was re
duced by 5.77 per cent, there was substantial reduction in the 
capacity in terms of SMH as with the reduction of OT hours the 
absenteeism of IE work force increased to the extent of about 25 
per cent. 

Till such time facilities are created for new series of ve
hicles, OFB proposed (January 1992) to obtain orders for 5000 
Shaktiman vehicles from Army so as to provide some work load upto 
1994. In case labour were laid off, it would involve financial 
implications of Rs28. 00 crores per annum (including GIF). The 
Army contended (February 1992) that by providing orders for 5000 
Shaktiman the exchequer would suffer a loss of Rs49. 71 crore 
(i.e. after liquidating loss of Rs28 crores) by way of initial 
cost, running fuel cost, life cycle cost af overhauls etc, and 
it would put back the progress of replacement of existing fleet 
by future vehicles. Government, however, took a decision 
(February 1993) to place an order for 3000 Shaktiman vehicles on 
the factory but the picture of placement of order for 3000 Shak
timan vehicles by Army was not clear during the meeting taken by 
Secretary (DP/S) on 31 J uly·1993 to implement the above decision. 
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The adverse impact of inducting 3000 Shakti.m@n Vehi cles in. com
parison to buy more fuel efficient vehicles from trade wa:s. still 
under examination as of October 19930 

Master General of Ordnance ( MGO) stated in the t-2JJove :meeting 
that requirement of vehicle ·wc1s expected to remain at: the present 
level of off take Leo about 4100 rioso (3/5/7o5 Ton ~ 

1 /2 o 5 Ton g 1300 Nos. and 1/ 4 or 1/2 Ton g 300 . Nos o )) 

2 CHH.i l~os" ; 

view ·the likely budget availability in en@ui:ng y·ea.rs o It. '\:t1~8 also 
de cided that manufacture of the existing se:;:ies of v0hiclce~; wa s 
to be continued. at the factory upto December 19960 

•• .., .JF.: • ~ " ' , ' 1 . ' ? ~ • ' J " ' -· __ ,_' 
~~ case Lac~oLy·s capacicy ie ~ep~ ia~e ~1nc_ua1ug G!§1 ex-

chequer would have to spend Rs50 o 00 CK'O:i"'.'(98: e:v(;;::i:y yr,~t-::.:;.:· on GiCcou.nt 

of sal ary and fixed overheadeo 

Although it wc.z planned to produce 65(; ".:l:·&Ic0 2 o 5; t11:n1 trucks 
usi11g ~Jitl:~ CKD t~1r Marc;f1 1995 v i~:-t vietlr of 1rlt:~ri~!. C~1J..rj:~'f I;JQ8.i·tio t1 o f 
off t~tke eit her of s :Jd.sting/nei'J f2fi:JTie~·atJ.c"n vehi.clea 7 the 
tic~n of .. C.b.e lat~o11r ·:Eorce as al sit] fr:;J.{;t:or2._t ~- ~~. J?Y."C1d11c;t:.i(JiTI1. 

(after 
c~~pe.c.it.y _

1 

There 1@a.s reduct ·,i.on. .i.r1 j~ Y.r~YE~rrto:ry 1carr5ri-J1~J 1~os ·lb i~c~~111 t:~-.817(}" 1-.3 
c;ro~res as on. 30, ~~aJ:cl1 1990 ·~c~(~ JRs 96 o 59 croZ"®~~ e10 c:-I! ::~ l Ocrto1.Jer 

l)~ ·t (;;;~~t: ;c1:1eclr. D~i: ~~1c~r1 =-rn~~'~T .iK1g t=st.ore8 11©..C!1 K(3Ve~1E:C~ ·~h~ ... ~~~~ ~'.~ ~5 9 9 
11umhe1.~ v:vf ,~~f2S~n1b)ly t.11!'.JG i:~ea~~ t,~~~:1®Z 'lalued at: F~sl9 o r~1~ lct:l1~, ~·:-;-:h.i.ch 

utilised in productio~ ae of 31 October 1992 ane ~e~6 
x1on---mcr·vj~11g· ~item~;, 

t:o 
'"' . ..: 'd.l.. 

' 
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: 26 . .7 Other activities of the factory 

26.7.1 Research and development work 

The R & D facilities at the factory created in 1983-84 with 
an investment of Rs69.00 lakhs were basically meant for design 
product improvement, particularly to meet the Army's requirement 
from time to time on the existing version of the vehicle, derived 
out of feed back from the field. 

With a view to improving and meeting the revised require- , 
ments of the Army, the factory manufactured a prototype model of 
a new version of Shaktiman - MATANG in 1989. This prototype had a 
more fuel efficient engine and synchronous gear box but the pro
totype was not accepted for users' trial on the grounds that it 
was of hybrid design . 

26.7.2 Diversification 

The Factory started supply of spares and spare engines 
to Ministry of Home Affairs ( MHA) Indo-Tibetian Border Police 
(ITBP), Director General Border Roads (DGBR) and Civil Organisa
tions. The factory received orders amounting to Rs421.53 lakhs 
during 1992-93. 

Besides the above, the work load from the new generation ve
hicles by itself bei ng inadequate for effective utilisation of 
the existing manpower, the factory was planning to diversify its 
activiiies in other areas. 

26.8 Miscellaneous 

26.8.1 Overtime 

During 199 2-93 when the hours per working week were 
reduced to 48, and output hours were l~ss than available man
hours, the factory worked for 15.82 lakh hours on OT (including 
IEs, NIEs and NGO's) and Rs119.39 lakhs were paid . 

26.8.2 Conversion of Piece Worker to Day Worker 

Out of two categories of workers, Piece workers (PW) 
are paid on the basis of their output whereas Day workers (DW) 
are paid on ti~e basis without regard to output. As per rules 
PW' .s may be shifted to DW, but DW cards are to be is sued indicat
ing therein nature of work to be performed by them. 

A test check of such shifting of PW workers for DW during 
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May to October 1992 (6 mont hs) revealed that 349 PW were deployed 1 
as DW for 52363 man days involvi ng payment o f Rs29 ° 00 lakhs 'J 
with out indicating the specific nature of work in DW cards. I 
Audit, therefore, was not satisfied that there was no i d le time 
payment. on being pointed by Audit, OFB stated that the s ystem 

has since been corrected. 

26.8.3 Unavoidable rejection (UAR) 

Machining rejection percentage provided in factory estimates 
(12 per cent) wer= revised to 27 and 32 per cent in 19 87 - 88. 
While a comment on rejection of castings ( Shakt iman Crank case 1 

Shaktiman cylinde1· head f Nissan cylinder head) manufactured by 
GIF Jabalpur due to bad material during- 1984 - 85 to 1 988 - 89 was 
made in the Audit Report for the year ended 3 1 March 19 90 (Para 
25),it was further observed that the factory continued to receive 
defective castingf> over and above the percentage of rejection 
allowed which were subsequently rejected their total va lue b~ing 
Rs3. 79 crores dur.:,_ng 1989-90 to 1991-92. Existing instructio ns 
stipulate that all abnormal rejections beyond UAR a.re t o be kept -
out of production accounts and the value of such rejections is td , 
be regularised bj competent financial authority. OFB stated 
( November 1993) that the regularisation action is in pro gress and 
an amount of Rsl.20 crores has been regularised. 

26.8.4 Maintenance of stores accounts 

2 6. 8. 4. 1 Discrepancy persisted between computerised acco u nting
and manual accounting of Store balances as shown be l ow 

1989-90 
1990-91 
1991- 92 
1992 - 93 

Inventory holding as 
shown in Annuf: Accounts 

170.13 
148.98 
121.87 
100.98 

Computerised 
_Icl· c--u~"'" -~ .Lei-; 

Difference 

(Rupees in crores) 

153 . 18 16.95 
146,60 2.38 
136.81 14.96 
Under compi lation 

The difference in store balance between computerised acco
unts and priced store ledger maintained manually by Accounts 
office was still to be reconciled and adjusted, 

26. 8. 4 . 2 Audit oJ::.served that 10400 units of imported casting 
valued at Rs21.44 crores were not reflected in the bin cards and 
no details about the receipts of those castings were made 
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:available. This was accounted for as surplus in stock-taking dur
· ing 1990-91. There were shortages in respect of 32 items valuing 
tRsl00.25 lakhs during stock verification from 1981-82 to 1984-85 
!and 1986-87 to 1988-8 9 . Of these, 12 items valuing Rsll.62 lakhs 
.~were under investigation . by different Boards of Enquiry and 15 
; items valued at Rs64.18 lakhs were issued from stock to the user 
~ section against free replacement orders which were not shown in 
: regular bin cards. The discrepancy remained un-settled and OFB 
J. stated in November 19 93 that action to regularise the discrepancy 
~ is in hand. 

respect of materials issued from one factory to an
other factory, inter factory issue vouchers are prepared by the 

, storeholder. When the stores are received, the vouchers are to be 
' linked with inter-fact ory demand and receipt vouchers. Otherwise 
the stores would be s hown in the accounts as being in transit. 

~ During 1991-92, an amount of Rs20.19 crores was shown in Annual 
· : Accounts as value of stores i n transit between factories. This 
; indicated that voucher s for Rs20.19 crores remained outstanding 
; due to non-linking with factory's inter-factory demand and rece

ipt vouchers. The stores shown under transit were casting assem
fabrication - items, gear boxes, etc. received from various 
factories during 1971 to 1984. 

, A Board of Enquiry ordered to investigate the causes for 
f outstanding vouchers had stated in November 1991 that the linking 
_,. 

was not possible due to negligence and poor record keeping of In
"'. ter Factory Demand Group of the stores section during 1971 to 
: 1984. The Board could not fix responsibility for the lapses as 

records and staff concerned were not available. 

The case was refer red to the Ministry in August 1993, their 
reply has not been rece ived as of January 1994. 
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Annexur e A 

Table-I 

Machine hour utilisati on 
-----------------------------------------------------------------

1987-88 88-89 89-90 90-91 91-92 
-----------------------------------------------------------------
A. Available Machi ne 

Hours 183098 183098 183098 183098 J.83 0 98 
( i n l a khs) 

Bo Output Hours 
( in lakhs ) 

170 ') 99 17 4, 080 152 c 64 J.51 0 73 13(L 0 6 

Co Percent age of 
Machine hour 
utili s ation 

Cl'"' _ .. ~ 094 g_:s, en 82 095 82 047 700 69 

Year 

~ra.b l·a II 

Statement showing requirem~nt of vehi cle as on let October 1 
? ' 

o f each year and i ndents p l aced on DGOF 

3 Ton Shaktiman 

Require
ment 

I nd<?nt 
p l aced 
f or 

{In TIOSo) 

Nissan I Ton NSN Pe trol/J'onga , 

Requi re- Indent Requi~ce-, Indent 
ment placed men:t ple:,ced 

f or 
( I n l10So J 

--------------------------------------~------------------------
1986 254 63 47 8 6793 481 9345 52 

162 16 
152 

1987 17706 68 0 0 8284 fi: 11406 57 

198 8 13179 # 440 6 3600 6705 * 
1 98 9 15652 # 475 0 ~: 8385 :~ 

199 0 220 70 # 9961 II 14810 .. 
11: 'ff 

1991 18672 .u. 6246 :~ 9 601 # ·rr 

1992 15533 # 74 10 # 10405 # 
-----------------------------------------------------------------

# No indent placed 
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Table-III 

Extra Expenditure on purchase of vehicle from Civil trade 

Shaktiman 
4 vehicles 

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

of Qty.ordered Purchased Cost of Diffe-
Rate production rence 

at Factory 

Total 
differ
ence in 
cost 

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

No Rs Rs Rs Rs 

1 000 335231 286137 49094 49094000 

2080 336823 286137 50686 105426880 

128 339387 316422 22965 2939520 

I 

5 5. 33104 316422 14592 802560 

20 15 341489 333406 8083 162872 45 

52 78 1745502 05 

Ton HSN 4 
'· 

x 4 

1986 1000 285657 179885 105772 105772000 

1990 14 1 346030 280565 65465 9230565 

114 1 115002565 

Opto Electronic Pro ject 

Introduction 

The Defence plan for the period 1980 to 2000 envisaged t h e 
induction of a new type of tank together with Infantry Combat Ve
hicles (ICV's) so as to increase the mobility and fire power of 
t he Armed Forces. The new tank was to replace in a phased manner, 

existing types of tank already in service . 

In line with this change, the Ordnance Factory Board (OFB) 
required to set up the following facilities 

a factory to produce a type of Tank at an estimated cost of 
Rs605.75 crores (July 1984 modified in April 1987); 
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2) a factory to produce ICV ' s at a cost o f Rs42 L 48 crores 
(June 1984) 

3) a factory to produce engines for Tank and ICVs a t a cost of 
Rsl66.44 crores (July 1984 modified in April. 1987) 

4) a factory to produce opto electronic devices t o fac ilitate 
night/low light fighting capabilities of 'I'anks and ICVs at a 
cost of Rslll.11 crores* (June 19 84). 

The Comptroller and Auditor General of India in his reports 
presented before the Parliament in 1991 and 1 992 had reviewed the 
f.irst 3 projects. This indicated that due t o fina ncial cons tra-

. in ts the philosophy as envisaged had to be severe l y curtailed 
leading to gross under utilisation of installed capacities . The 
reports highlighted , amongst other matters , the inability of the 
Director General Supplies and Disposals ( DGSD) and of certain 
Public Sector Undertakings to handle the procurement of p lant and 
machinery in a timely and eff icient manner . 

This review is thus a logical sequel wh i ch 
ca.lly the fourth interlinked project viz . the 
Factory Dehra Dun . 

examines criti- . 
l 

, I ' I Opto e_ectronic.. ,. ' 

Ministry of Defence had accorded sanct i on f or setting up 
this factory for indigenous production of a certain number of 

opto electronic instruments in June 1984 at a.n investment of 
Rsl02.85 crores ( FE ~ Rs28.53 crores ). This was increased to 
Rsl08, 74 crores in February 19 87 (Civil works ~ Rs44 . 26 crores 
and plant and ~achinery Rs64.48 crores ). The setting up of t his 
factory was a corollary to the sanctioning of t he pro j ect s for 
Tanks (Ajeya) and Vehicles (Sarath) which are fi tted with s ophis
ticated opto-electronic vision instruments. 

The project was to be completed within 36 months of issuance 
of Ministry ' s sanction. 

27.2 Organisational set up 

The work. of construction of the new f actory (project) was 
organised on three principal activities viz. execution of civil 
works, procurement of plant and machinery and induction of man
power. The execution of civil works was entrusted to the Military 
Engineer Services (MES). The existing structure of the delegation 
of financial powers was liberalised for procurement of plant and 

* This includes Rs8 . 26 crores as deferred revenue expenditure . 
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[hinery enhancing the powers of Ordnance Factory Board ( OFB) 
19 8 6 . It was decided that the actual induction of 
to be made in accordance with the requirement of the 
time to time. 

Scope of Audit 

A review of the implementation of the project was conducted 
Audit during 1 992 - 93 with a view to assessing the capacities 

eated and their utilization in the area of sophisticated tech
ology of opto-electronic instruments. 

Highlights 

The project initially scheduled for completion by June 1987 
was yet to be completed although mos t of the activities h ad 
been completed by March 1992. 

( Paragraph 27.5) 

There was a cost over run in the execution of civil works to 
the extent of Rs 6 .94 crores. 

(Paragraph 27.6.1) 

Construction of production building was delayed by more than 
two years and as a consequence 120 machines valued at Rs184 
lakhs could not be installed dµring warr anty period . 

(Paragraph 27. 6 .1) 

Against 995 r esidential quarters to be c ompleted by Sept em
ber 1989, 21 quarters are still to be taken over . Delay in 
taking over quarters was stated to be due to litigation with 
the contractor from whom a n amount of Rs70 lakhs was to be 
recovered . 

(Paragraph 27.6.1) 

Though the project was sanctioned in June 1984 for Rs102.85 
crores revised to Rsl08.74 crores in February 1987, the de
tailed project r eport (DPR) indicating requirement of 
Rs183 . 15 crores to make it technically viable was submitted 
only in July 1988. In August 1991, Government revised the 
sanction restricting the amount to Rsl08 . 74 crores by reduc
ing the number of machines from 1926 to 1593 without affect
ing the viability of the prqject. This indicates that DPR 
was not framed wi th adequate technical inputs . leading to 
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over estimation of financial requirements" Changes in the 
requirement of machines is also indicative of a need to up
date knowledge of available technology on ~~ ongoing basis. 

{Paragraph 27.6. 2) 

The overall delays in ordering, receipt and commissioning of 
plant and machinery was more than three and half yea~s and 

cost over run was of Rs4 . 47 crores. 

The projected production has been red~eed ~o 50 = 62 .S 
per cent from. t.he planned level since 1990=91, This was 
again reduced to 72 = 84 per c ent in 1~92=93 .,, from p lanned 
level. However 1 the manpower was increased from 50 p®r cent 
in 1990=91 to 58 per cent in 1992=93. This is likely t:o r e
sult in under utilisatio~ of manpowe~. 

(Par agraph 27.6 .3 ' . 

R..eduction in production programme from 1990=91 for Aj eya 
Tanks and Sarath Mebicles resulted in tbe reduction in the 
requi rement of opto=instruments from 250/625 sets to 125/150 
sets from 1990=91 onwards. This was further redu~ed to 30 
sets in 1992=93. Thus the capaoit.ies e2reat.ed with an ©\illtlay 
of Rs120.85 crores would remain greatly under utili§e@, Di
versification ~~tivities w~re in~ignifi~~nt, 

The indigenisation of all the instruments was to be eomple
ted by 1990-91. Till August 1993, only 8 items were fully 
indigenised (20 per cent),resulting in import of assemblies/ 
components of instruments. The value of such assemblies/ 
components lying with the factory as of 1st April 1993 wa9 
Rs 88 . 00 crores . 

(Pa.ragraph. 21 . 8) 
27.5 Pro ject parameters 

The new factory was to produce and assemb l e opto electronic 
.instruments while ex isting facilities at ordnance fa c t ory D would 
be fully utilized for conventional opto-mechanical instruments , 
the ·requirements of which would continue even with the i ntroduc
tion of Ajeya Tank and Sarath Vehicle . 
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The details of plant and machinery and civil works were 
.ased on the Preliminary Project Report (PPR) furnished by the 
i oreign collaborator. However, the pro j ect parameters were subse
~uently changed as there was change in the instruments to be man
f~ctured due to changes in the type of Sarath Vehicles (Sarath 

vehicle I I was being introduced in the pla-ce of Sara th I Vehicle) 
and the scope of civi l works was also changed. The requirement of 

'p1ant and machinery was also revised and a Detailed Project Rep
ort (DPR) was submitted in July 1988. However , even these changed 
r equirements were based entirely on the details of plant and mac

. hinery used by the collaborator country. There was no process of 
. evaluating whether such machinery had been rendered obsolete in 
the light of advances made in machine technology. The revised 
amount _ for capital investment was estimated as Rsl83 .15 crores 
against Rs108.74 crores sanctioned. However, the Ministry decided 
in August 1991 to complete the project within the sanctioned cost 
of Rs108. 74 cores without altering the original scope of the 

The instruments were planned to be manufactured in sets. The 
t ota l number of devices in each set required to be manufactured 
for an Ajeya Tank is 22 and for a Sarath is 20. However , 2 devices 
were de leted in February 1988. Out of this , 11 devices for each 
were to be manufactured at the new fac tory and f acory D and the 
rest at public sector undertakings. 

Production was to be established for all types of instru
ments by 1987 - 88 and 19 88 - 89 and peak production capacity was t o 
be achieved by March 1992 (250 sets) and March 1994 (625 sets ) 
for Ajeya and Sarath Vehicles respectively. The annual output was 
expected to Rsl00.00 crores as per original plan. 

The cost of plant and machinery and civil works , dates of 
compietion and current status are indicated below : 

Approved 
cost 

Expend.lture 
incurred 
including 
com.mitted 
(March 1993) 

Approved 
date of 
comple
tion 

Status as of 
March 1992 March 1993 
(Per cent) (Per cent) 

(Rs in crores) 
Civil 
works 

44.26 51.20 June 1987 
Changed as per DPR 

(July 1988) 

99 

Plant & 64 . 48 
Machinery 

56.39 Ajeya Tank March 1992 97 
Sarath Vehicle March 1993 
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27.6 Execution of the Project 

The project was organised on three principa l activities viz. 
execution of civil works , procurement of plant and machinery and 
induction of manpower. 

27.6.1 Civil works 

The approved amount for civil works was Rs44.26 crores. 
For taking up preliminary items of civil works immediately, a go
ahead sanction f or Rs3.21 crores was accorded in August 1 984 , 

'I'o complete the project within the scheduled time f rame of 
36 monthsf it was planned in July 1984 to complete the production 
buildings with services between March 1986 a nd March 1987. For 
this , two administrative approvals (.AJ.\) for connstruction o f pro
duction bui ldings and other civil works were issued in November 
1984 for Rs36.46 crores as amended in July and December 1985 for 
a total sum of Rs40.18 crores. 

The construction work of main production buildings 
(mechanical and optical shop) without services comITH3nced i n 1985 
and other production buildings in August 19 86 with the completion 
date envisaged as March-December 1987 respectively . The main pro
duction buildings could only be completed in August 1 987 and the 
other buildings in Apri l -September 19 89 , 1'>.lthough i t was kncrwn in 
July 1984 that a special type of air conditioning a nd surgically 
clean atmosphere would be needed in respect o f the production 
buildings r t he work for a .ir-condi tionin9 of the bu .i.J:di nqs commen
ced only in March 1987, 1'he del a.y in commencement of air-conditi
oning was due t o covering of 12dditional area under ai.r-condi
tior~ing as per recom_mendation of t l1e colla.bora:t.or at. a la.ts s t a.9e 
in January 198 6, Against t he scheduled date of cornp l e tion o f 
March 1988 , the work was physically completed without tes ting in 
June 1989, the tes t i ng and rectification work was completei only 
in March 1992. ~ 

As engineering services to the buildings could not be com
pleted, these were not ready for installation o f production faci 
cilities, Thus agai n st the plan to complet e th2 p r oduction 
buildings by March 1987, the delay was more than 2 years and the 
ove·r:-all completion date for al l production build i ngs including 
en~ineering services could not be maintained by MES as per sched
ule. 

The s pecific delays in r e spect of certain important produc -
tion buildings are tabu l ated below : 
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---------- ------ ------------------------------------------------
Planned Date of Actually Delay with 
completion completion completed reference to 
date as per planned 

contract ( \Ln months ) 
----------- ---------- -------- -------------

July 1986 

October 1986 

March 1987 

March 1987 

Assembly II March 198 7 

Optical 
Shop 

March 1987 

March 1987 

March 1987 

March 
1987 

March 
1987 

June 
1987 

June 
1987 

September 
1987 

December 
1987 

November 
1987 

December 
1987 

August 1 3 
1987 

August 10 
1987 

August 29 
1989 

August 29 
1989 

August 29 
1989 

August 29 
1989 

June 27 
1989 

June 27 
1989 

As a result of delay in completion of civil works 120 mach
ines (value: Rsl.84 crores) received between 1986 and 1988 could 
not be commissioned within the warranty period . 

The committed e xpenditure on civil works upto March 1993 was 
Rs51.20 crores against sanctioned amount of Rs44.26 crores indi
cating cost-overrun of Rs6.94 crores. The increase in the expen
diture on civil works were mainly due to change in the design of 
the main production bui l dings,by providing pile foundation, addi
tional floors and special fittings to internal electrical systems 
a fter consultation with collaborator in January 1986. Similarly , 
air-conditioning area wa s increased by 13624 sq.m resulting in an 
i ncrease in the capacity of the air-conditioning plant. 

It wa s decide d in July 1984 that the requirements of resi
dential accommodation for the per sonnel of the new factory would 
b e met from out of the omnibus provision made in the plan 1980-85 
for Housing in the Ordnance Factories . Government sanction was 
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accorded in July 1985 for construction of 995 married quarters of 
different types at a cost of Rs9.93 crores with the probable date 
of completion being July 1988. The date of completiqn of residen
tial quarters was not linked up with the completi on of pro ject 
faci l ities which was to be ready by June 19 87. 

The contracts for construction of married quarters were con
cluded in 1985-86 and 1986-87 and all 988 married quarters were 
to be completed by September 1989. How~ver, only 667 q~arters 

were ready by July 1989. Out of 568 type C ( III ) quarters, 257 
quarters could not be completed within the schedul ed tJ.me due to 
litigation with the c9ntractoroAn extra expenditure to. the extent 
of ·Rs70 lakhs was incurred in completing the work . The question 
of recovery of t he extra amount from the contractor is subjudice/ 
under arbitration. While handing over of the completed quarters 
to OFB commenced from March 1988, 967 quarters were taken over by 
OFB upto March 199 3, 21 quarters were still under construction 
(November 199 3) and there was no planning for the remaining 7 
quarters. Out of this, 364 quarters were occupi ed by the employ
ees of the new factory and 44 by f oreign speciali?ts as of August 
1993. The remaining quarters (544 ) were occupied by employees 
of factory D, 59 quarters were vacant. This indicates that occu
pancy by personnel of new factory was only 38 per cent and quart
ers were not occupied by persons for whom these were constructed. 

1rill February 1993, an expenditure of Rsll. 39 crores was in
curred, which was 14.70 percent more than the approved amount. 

The 24 months allowed in administrative approval by Govern
ment for .construction of 995 quarters was f ound. unrealistic 
against 41 months a llowed by Engineers, ~nd actually it took more 
than 66 months from the scheduled date of completion to f inish 
the work. This indicates that execution of work was not properly 
p l anned. 

27.6.2 Plant and Machinery 

The Government sanction of June 1984 included an amount of 
Rs64.48 crores (FE: Rs28.53 cr:ores) 'for procurement and commiss
ioning of plant and ~achinery (P & M) for the project. The OFB 
finalised a list of 2453 machines (value: Rs64.48 crores) f or the 
entire project in June 1985. At the time of preparation of DPR 
the quantity of machines was reduced to 1926 with the intention 
of procuring better quality machines within the sanctioned 
amount. 
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Against 1926 machine$, only 1593 mach~nes valued at Rs57.54 
crores were · procured by March 19 9 3 through a contract entered 
~th a public sector undertaking in September 1986 for Rs98 . 00 

;J;akhs. The reduction in the requirement 'of number of machines 
was done.to take advantage of upgradation df facilities available 
in trade during the intervening period without altering the tech
aical viability of the project . Had the Ministry/OFB possessed 
updated technological know how , the delay in commissioning could 

been reduced . 

Although the cost of P & M was reduced from the original 
the foreign ex change component was increased by 

crores due to import of certain machines in lieu of indi-

As per DPR, installation/commissioning 0f all plants and ma
in shop buildings were scheduled to be completed between 

October 1988 and August 1989, but only 939 machines were commiss
~oned upto August 1989 and 653 by August 1993 . Out of a t otal of 
1593 machines,one machine was yet to be received (November 1993) . 
The overall delay in commissioning of machines with reference to 
plannning was more than three and a half years inclduing delays 

construction of civil works in respect of these machines . 

Customs duty was totally exempted for this project , but an 
amount o f Rs90.77 lakhs paid on this account was still to be re
covered from customs authorities as of March 1993 . 

The reasons for delay in procurement/commissioning of plant 
machinery as attributed by OFB were as under 

The change in the production of instruments for Sarath Vehi
cle-I to II had resulted in reformul~tion/reorganisation of 
machines . 

There was necessity for in depth discussion with collaborat
or 's specialists while finalising specification of machines; 

There was an embargo in dealing with Indian agents for impo
rted machines and consequent long correspondence with for
eign vendors for direct order placement · 

Embargo imposed by foreign governments; 
" 

There was delay in deputation of foreign specialists/indi
genous suppliers for erection and commissioning of plant and 
machinery. 
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.. ----~ 
Manpower 

Government accorded sanction in June 1984 to the crea
tion of 4039 posts in different grades and actual induction Was 
to be made in accordance with the requirements of the proj ect 
from time to time, 2359 posts were filled up a.s on April 199 3. 
The year-wise break--up o:E deployment was as undea1·; 

----------------------------------------------------------------
As on 
30 .April 

' 1986 
1987 
1988 
1989 
1990 
1991 
1992 
1993 

No, of posts filled up 

227 
818 
84 J. 

1381 
2029 
2218 
2364 
2359 

No, of machines 
(commiss ioned) 
As on 30 Sept, 

')Q 
.;:) ~ 

320 
969 

1360 
1480 
1583 
1592 

From 1990-91 the projected production of instrt~ments fo r· 
tanks and vehic l es had been reduced to 37,5/50 per cent and 62 . 5 
per cent of that planned, Thi s was further reduced by 72 and 84 
percent in 1992-93 though the manpower was increased from 50 per 
cent of authorised posts in 1990-91 to 58 per cent in 1992- 93. 
OFB stated (October 1993) that vacancies had been filled up keep
i ng- in view requirements of completness of infrastruct.ure and 
projected production load and there had not been increase in man
power from Apri l 1992 onward in view of modified plan of produc
t.ion o 

Even thoug-h there was no increase in manpower after April 
1992, in view of the drastic reducti on in product.ion progr.s.mrne in 
1992-93, there is likel ihood of under-utilisation of the labour 
force which constitutes 58 per cent of the total authorise 
posts, 

27.7 Production and capacity utilisation 

Initial production of instruments for 1987-88 and 1988-8-
were to be from imported assemblies and sub-assemblies from coll 
aborato rso The production thereafter was to be gradually indige 
nised , The instruments were planned to be manufa~tured in sets 
each set comprising of 22 devices for an Ajeya Tank and 20 d 
vices f o r a Sarath Vehic l e. 
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Ajeya Tanks 
(instruments in Sets) 

Production Modifi ed Further 
plan as per plan modified 
DPR 

Productio~ 
plan as per 
DPR 

------------------------------------------------------------------------------
25 

100 

150 
200 
250 
250 

125 
125 

/1 25 80 

100 
150 
220 
400 
500 

231 
150 
150 80 

~us production progr amme of instruments for Sarath Vehicles 
e~n reduced from 500 to 80 and for Ajeya Tanks from 250 to 

in 1992-93. This was due to financial constraints and 
. rd r evision in supply programme of instruments on account 

e~uction in the main item. 

! 

~e production schedule of instruments to be supplied were 
- ~ on the requirements of sister factories producing the Ajeya 

and Sarath Vehicle and the production target from 1987-88 
~ 992-93 had been met in full. Although the production target 

rn~t, this was much less than the number of sets for which the 
up. 

There was no produc tion of - four instruments developed by 
D~ue to non-receipt of any order. 

As per original plan, the annual output was expected to be 
ili OO crores (against an investment of Rsl0~.74 crores) but on 
@o·unt of modified plan, the value of production even taking 
~o consideration escalation in prices was reduced by 71 to 76 

- ilr cent during 1991-92 t o 1992-93 as tabulated below: 

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

Value of production 
(including cost of CKDs) 

5.42 
30.78 
35.27 
28.58 
24.61 

Investment Output 
ratio 

(Rupees in crores) 
1:0.54 
1:0.30 
1:0.35 
1:'O.2 8 
1:0.25 

~--------------------------~-------------------------------------
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Keeping in view the production capacity of 250 sets of ins
truments for Ajeya Tanks and 625 sets for Sarath Vehi c les per an- f 
num, all . the civil works have been completed and the essential ". 
plant and machinery procured . The factory was thus equipped to 
ach~eve its full capacity by 1991-92 and 1993-94. However there 
was a drastic reduction in production programme of instruments as ~ 

a result capacity created at a cost of Rs108.74 crores would 
ma i n largely under utilised . 

In an attempt to diversify , orders for 20 laser safety devi- . 
ces and 3 types of mirrors have been received from other agencies ~ 

till March 1993 and possibility of export of optical systems and ; 
elements was being explored . So far gainful utilisation of the 
capacitie~ already created by diversification activities remained 
insignificapt . 

27.8 Ipdigenisation and import sroduct support 

The execution of production programme was planned in di ffer
ent stages viz from imported assemblies/sub-assemblies , imported 
components, impo~ted materials and indigenous materials. Depend
ing upon the availability of production facilities, out of 22 and 
18 types of instruments, manufacturing/ indigenisation responsi
bility of 11 types of instruments for Ajeya Tanks and 7 types of 
Sarath Vehicles were assigned to public sector undertakings 
( PSUs) and the balance were to be developed by the factory 
(project) and the factory D. Against a target of complete indig
enisation of all types of iristruments by 1990-91 1 8 i nstruments 
were indigenised till August 1993 when the percentages of indige
nisation of the remaining instruments ranged between 20 and 93. 
Out of 18 items indi,genisation of which was entrusted to PSUs, 
only one item could be indigenised till August 19 93 . 

The initial production was based on import , and contracts 
for supply of assemblies/components/materials of the value of 
Rs175 crores was concluqed with the collaborator/other countries 
till March 1992. However, till March 1993 assemblies of instru
ments have been established with the help of some imported co~po- ·. 
nents/CKDs as product support. The value of unut i lised CKDs lying 
with the factory as on 1 April 1993 was Rs88.00 lakhs. 

Thus complete indigenisation could not be achieved except 
for 8 items since production commenced in 1987-88/1988-89 . 

27 . 9 Monitoring of the project 

In order to monitor the progress of the project, Government 
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sanction of June 1984 had constituted two commi :tees 

Inter-departmental Management Board and 

Steer i ng Committee . 

Between 1984 and March 1992, 6 Project Management Board 
etings and 13 Steer ing Committee meetings were held to review 
e technical and financial progress of the project. 

In addition, Government in October 1984 sanctioned Rs 75 
~khs for consultancy services for system development as well as 
urnishing data for project monitoring . The basic idea for cons
}tancy service was t o render advice Oil slippage of the project 
6 that civ il works, p rocurement of plant and machinery and moni

the project could be done within the time and funds 
and production could start within the time bound prog-

Accordingly a contract wi th a firm was concluded by factory 
in December 1986 for a period of 2 year s for rendering con

sultancy services at a total cost of Rs18.50 lakhs. The contract 
with the firm was to evolve project monitoring systems based on 
the overall parameters. However, the master control net work de

- veloped by the firm was frozen although Rs18.50 lakhs was paid to 

Thus the coordination steps could not be monitored effec
tively . 

27 . 10 Other topics 

27.10.1 Training Institute 

Government sanctioned in August 1983 construction of a 
Training Institute for imparting training to 200 workmen per year 
in optical production and assembly technology at a cost of Rsl.38 
crores increased to Rsl.76 crores in May 1984 ; 

The training facilities were created for 1000 trainees over 
a period of 5 years by inducting 200 trainees qualified from In
dustrial Training Institutes every year. 

The Institute wa s ready by June 1987 after incurring an ex
penditure of Rs 1. 85 crores. The construction of technicians' 
hostel sanctioned in September 1984 at a cost of Rs82 . 52 lakhs 
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was completed in De cember 19 86 and 14 i nstr uctors were recruited 
between June 19 85 and ,January 1987 , The t rai ni ng- comJnenced in 

February 1987 and 390 workmen were trained t il l December 1991 
against 200 worlunen per year , thus , utilizing the capacity o f the 
training facilities only par tia lly, Ministry s t a.ted ( February 
19 9 3) that available capacity is be i ng utilised for training 
needs of all categories of empl oyees a s wel l as re- orientation of 
workmen of vario us trades . 

27.10.2 Loss of stores due to fi re i n t r ans i t 

7 4 6 boxes cont a ining imported knocked. down. compone nts 
( CKD ) in respec t of opto instruments were booked by Embarkation 
Headquarters (HQ) , Bombay for transportation by passeng-er train 
on 2nd September 1988 t o f act ory 'D', The wag-on cau\gtrt f i re en
r oute on 8th Sept ember 1988 a nd as a result 466 boxes were dam
aged and out of the ba lance 28 0 boxes, cont ents of 105 were found 
unusable. A c laim for Rs. 3 , 33 crores was l odged with the Rai l ways 
in December 1988 which wa s re j ected i n I1pril 1989 mainly on the 
grounds that ~ 

( i) the loading- was done by Embarkat i on HQ Bombay inside in a 
private siding without being s upervi s ed by rai l way staff ;and 

( i i) the wagon was loaded in excess of c~rrying capaci ty, 

The fa c t ory r efut ed t he above and s t ated that the stores 
were loaded from Embarkat i on HQ Bombay s i di ng and weight of store 
was 26.7 tonne s against a capacity of 40 MT, for which a clear 
Railway Receipt was obtained. The fa ctory, t herefore, lodged a n 
appeal in May 19 89 t o the Genera l Manager , Northern Railway, New 
Delhi against the re j ection o f the c laim by off i c·s of Chi ef Comm
ercial Superintendent (CC$),Varanasi . The Cha irman Railway Board, 
with whom the matter was ultimately taken up also uphe l d the de
cision taken ear lie r by CCS Varanasi . A de cis i on was sought 
through Permanent Machinery f o r Arbitra tion ( PM.4-) 0 The f i na l 
outcome is awaited (March 1993 ). 

28 , I nterim Ant i =Tank amii~unition project 

28.l Introduction 

To deve l op a new anti-tank aminunition 'X' i a pro jec t was 
sanctioned in June 1976 for a cost of Rsl.30 crores . Two Labora- i, 

tories 'A' and ' B' under the Defence Research and Deve lopment Or
ganisation (DRDO) were entrusted with this work. 
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The design of the ammunition was finalised by April 1982 and 
the amount spent was Rsl . 23 crores. The drawings of the ammuni
tion were accepted in July 1982 by the competent technical autho
rities although no trials of the developed ammunition were carr
ied out by the Army till then. This was stated to be necessitated 
by the urgent need to start bulk production immediately. The 
trials of the newly designed ammunition were subsequently held by 
the Army in November/December 1982 and were reported by Labora
tory 'A' as successful . 

However , the ammunition ' X' was accepted by the Army for in
troduction in service in April 1982 even before the trials were 
conducted. 

The development work on the above project was completed by 
April 1983, when another project was sanctioned for Rsl.82 cror es 
in which Laboratory 'A' was to establish the free flow production 
o f ammunition 'X' in Ordnance Factory ' C ' and Laboratory ' B ' was 
to manufacture the penetrator blanks . 

28.2 Sanction of the project 

To meet the sustained requirement of the Army f o r ammunition 
' X', on a long term basis a proposal was under consideration t o 
set up a new factory, but to meet the requirements in the inter
vening period , Government accorded sanction of Rs4 . 30 crores in 
January 1983 for creation of facilities i.e. plant and equipment 
to undertake manufacture/machining of the additional components 
required to make 6000 units of ammunition per annum at Factory 
' C' . This was in addition to the facilities already existing at 
Factory ' C ' for 
placed by 'X ' . 
1983 . 

production of ammunition 'Y' which was to be re
The facilities were to be created by June-August 

While the production of empty shots,machining of penetrators 
and other components as well as final assembly would be done at 
Factory 'C' , Laboratory 'B ' was to produce and supply penetrators 
to Factory 'C ' for assembly. The filling of empty shots into 
rounds was planned at Factory ' D'. Production of empty shots at 
Factory 'C' was to be carried out in close association with Labo
ratory 'A' . 

However, the enhanced facilities at Factory 'C ' could not be 
completed as planned and clearance was given by Laboratory ' A ' 
for manufacture of regular lots of empty shots with the existing 
facilities in June 1983 . 
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28,3 Production and rejection 

When regular lots were made , it was observed that p roof 
samples started failing rig·ht from first l ot. o 

having a. tota l quantity of 1147 units valued 
failed in proof due to malfunctioning and vrn r e 
firing these shots for proof, ll~ gun barre ls 
lakhs were also damaged. 

Lo t Noo 01 to 05 
at Rs83 o 45 lakhs 

re jected. While 
costing Rs32. 22 

An invest i gation was undert aken by Laborat ory 'A' a nd swag
ing of penetrators was introduced., Lo t s: 'iilfere o.ssembled wi th 
swaged penetrators but these were a l so rej:sct._.J at. proof . The 

. f . l ' ,.. ' ' . ] ' . c persistent ai_ure a~ proor s~age was a is cussec a~ various Iorums 
and their analysis conclus ively revealed that theee h igh techno l 
ogy items could not be manufactured to thE' racru i:ced precision 

<:} • - · 

with the facilities available at Factory 'C' and would r equire a 
Computerised Numerically Control (CNC) machine, 
in procuring a CNC inachine at Fac t o r y 'C'. The DH.DO a nd Ordnance 
Factory Board (OFB ) j o intly approached a Public Sector Undertak
ing- (PSU) for manufacture of t he componen-t t.o the desired preci
sion 0 12 , 10 0 components were :mac hined by the PSU at: ;:i. cost of 
Rs84o03 lakhs . 

Certain new meas ures in manufacture and accEptance criteria 
we~e int roduced by Laboratory 'Ai. Lot Nos. 06 t o 15 (3 903 Nos. ) 
were manufactured during 198 6-87 a nd cleared as they showed s ati
sfactory functioning at proof. 

Al t hough the above lots were c leared at empty proof s t.ag-e / 
malfunctioning of l ot 13 was noticed at fil led proof. Subsequent 
lots also started malfunctioning at di fferent st.ages Jf proof 
such a.s empty stage,, filled stage or subsequent proof: like prope
l l ant proof o Irrespecti·11e of the de:f -~cts / am.munition made out o f 
those lots were not rejected finally. The task f orce comprising 
of Laboratory iA' & ' B' and Factory 'C' & •or i dent i f ied several 
abnormalities during- the manufa.cture of this arn .. nmni·tion o The 
production was stopped_after 2osi shots (Lot 16 to 20) were manu
factured at a cos t of Rs l .64 crores. Out of these l ots, l ot s 17 
a nd 20 (value: Rs36.~0 l akhs) were reject ed o 

Due to concerted e f forts made by a l l the agencies viz. pro
duction, design and quality assurance since the commencement of 
bu l k production , initia l rate of fai lure of rounds (ammunit i on 
'X ' ) were brought .down from ten to one per cent , but it was not 
possib l e to pin- point the causes which were responsible for mal 
functioning. Thus to accept the design a s deve loped and r eady for 
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t1ctionisation was premature, and transfer of technology for 
, production in June 1983 was not a sound decision . This res

.~.d in huge losses by way of rejection of l ots (Rsl22.34 lakhs) 
:·damage to barrels ( Rs32 . 22 lakhs). Also the ammunition failed 
eet the users' requirement. 

out of 7101 shots produced during 1983-88 at a cost of 
31.44 lakhs, 1620 shots valuing Rsl22.34 lakhs were rejected . 

·b rejected shots costing Rs85.54 lakhs were supplied to Fac
y D and Laboratories 'A' and 'B' and 460 shots costing Rs36.80 
hs . were . lying with Factory 'C' since 1988-89 with no possibil
of their utilisation . More significantly the need to fulfil 

e Army's urgent need for 6000 rounds of the ammunition per 
could not be fulf i lled . 

According to the Ministry (February 1989) the production was 
tarded due to (i) failure of shots in proof and (ii) inadequate 
pply of good quality penetrator by Laboratory 'B' . This reveals 
at there was prematur·e transfer of technology by DRDO to the 
anance factory for bulk production. The inadequate supply of 

enetrators by Laboratory 'B' had not caused much effect on p~o
u'ction o~ shots as materia1 specification of the component could 
l ly be finalised by Laboratory ~A' in July 1985, when machining 
f the component through a PSU was decided . 

Work services of the project 

Civil Work : 

No civ il works for housing machines were involved as such . 
administrative approval(AA) for civil works relating to power 
water supply was issued in 1985 for Rs41 . 91 lakhs , of which 

ower was to be completed by January 1986, and water by August 
The wo'rk couldnot be completed as the site for construc

· ion of overhead tank wa s changed due to poor soil conditions in
olving changes in quantities of pipe' line . and escalation in 

cost . The water works were ultimately completed in October 1990 
and power by February 1991 by which time production of shots had 
been stopped. An expenditure of Rs5 6 . 21 lakhs was booked upto 
September 1989. 

Procurement/commissioning of Plant and Machinery 

The sanction provided procurement of 73 machines at a cost 
of Rs3. 63 crores and planned date . of their commissioning was 
July-August 1983 . The requirement of machines was reduced by 5 

valuing Rs52.44 lakhs and 4 items were of non plant and 
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machinery categories. Total 64 machines costing- Rs4 · 59 crores • 
were commissioned by January 1989. Thus the de l ay in procurement; 
commissioning of machines was more than 60 months. The main rea
son was that vital machines had to be procured through Director 
General supplies and Disposals (DGSD) who took pr ocurement action 
for 11 machines including CNC machine betw·een 1984 and December 
1987 . In respect of one CNC machine valuing Rs48. 87 lakhs for 
which i ndent wa s placed by OFB in May 1983, order was placed on a 
foreign firm by DGSD in December 1987. This was received in July 
1990 and cou ld be commissioned in July 1992 after certain recti
fications by the supplier. Meanwhile production of A111munition ' X' 
had been stopped since 1988- 89 . 

(3) Cost/time over run : 

The expenditure upto Sept.ember 1989 worked out to Rs5 . 14 
crores. The sanctioned cost was Rs4.30 crores. It was decided not 
to procure :machines valuing Rs52.44 lakhs thus bringing down the 
approved cost to Rs3. 77 crores . The cost over run of Rsl. 37 
crores was :mainly due to increase in cost of plant and machinery. 

Against the expected date of compl etion of J"u ly-August 1983, v 

the project was a l most complete in March · 19 89 af·ter a delay of 65 
:months mainly due to delay in procurement of machinery by DGSD. 

28.5 Stoppage of production 

While the facilities were nearly ready only by March 1989, 
the production of shots was stopped from 1988-89 and it was off 
loaded in June 1989 to Factory E, a new factory set up for pro
duction of ammunition 'X' on a long t e rm bas i s" Thus justifica
tion for creating the fa~ilities f or immediate supply of am.muni
tion 'X' at factory 'C' were defeated and the plant and machinery 
installed under the project a lso remained grossly under-utilised 
even though the production line was enhanced in terms of quality 
and capacity. 

28.6 To sum up 

( 1) The design for bu l k production was passed before having 
fully developed . 1 , 602 shots valued a t Rs l. 23 crores were 
r ejected in proof trials and 14 gun barrels costing Rs 32. 22 
lakhs were damaged in firing these defective shots. 

( 2) For production of ammunition-' X', a new factory was t o be 
set up and to :meet ammunition requirement in the intervening 
period certain facilities at Factory 'C' were sanctioned in 
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. January 1983 at a cost of Rs4.30 crores to be completed b y 
August 1983 . However , most of plant and maehinery co uld be 
procured and commissioned only by January 1989 by which time 
production of the shots had been stopped . The ci vii works 
of ths project were completed on l y by February 1991. 

The delay in establishment of the project by more t h an 5 

years resulted in cost over run of Rs1.37 crores. 

Against an annual target of 6000 shots of ammunition ' X' the 
average production per year ( 1983-84 to 1987-8 8 ) was 787 
only. 

Procurement cf CNC machine was delayed and as a consequence 
machining of 12,100 components had to be got done from a PSU 
at a ~ost of Rs84.03 lakhs. 

The facilities created for interim production under the pro
ject could not serve the intended purpose , and woul d rema in 
under-utilised as the new factory had reportedly commenced 
production since March 1989. 

The case has been referred t o Ministry of Defence in July 
Their reply has not been received as of January 19 94. 

Faulty production planning 

At present planning by the Army which incorpora tes moderni
sation schemes as also weapon induction programmes cover a time 
~~an of fiv~ years. On this basis , servi ces raise indents o ti Ord
'·'"'nce Factory Board ( OFB) four years in advance . The annual tar
gets for all important items are fixed in a joint meeting taken 

.by the Department of Defence Production with OFB and the Service 
Headquarters (HQ) . Taking into consideration the year ly require
ments of the services, the capacities available vis-a-vis the 
product mix, programmes for the subsequent three years are also 
:ixed/rnodified at the same time. 

It thus becomes imperative that the Army should inform the 
production agency (OFB) well in advance about any reduction in 
the requirements of items. 

99 



L------
While examining the slippages on achievement of targets of 

d t . d · 1989 01 ..__LWO cases came to light . pro uc ion uring _ -J 

The details of the cases are as under: 

Case I 

In July 1986 the Ministry decided to de-induct the regiments 
of weapon 'X'. Army HQ was asked to examine the feasibility of 
short closing the orders for ammunition used by weapon ' X' in or
der to avoid overetocking, OFB intimated in August 19 86 that by 
1988-89 they planLed to liquidate the orders that remained out 
standing as on 1 April 1986 . 

At an in-house production review meetinq in February 1988 
however, the Director General of Ordnance Services(DGOS), gave an 
indication that there wou l d be a placement of a further order of 
2, 44 lakh shells, It was brought out by OFB that earlier in 
19 86 - 87 Army HQ had intimated that there was no fur ther require
ment of this ammunition as weapon 'X' wa.s being discarded , Since 
DGOS had given an indication that there would be further orders, 
the production line was not dis continued and OFB suppl i ed ... _ ' 
2 , 53,629 shel ls during 1986-89 . In March 1988 DGOS i nt imated that 
non-placing of further indent was due to phasing out of the 
weapon and in August 1989, DGOS refused to accept any further 
quantity beyond the delivery period. However , 16261 shells were 
supplied during 1989- 90 as pipe line stock whi ch were accepted by 
DGOS. The order outstanding as on 1 September 1989 was 48,9 35 
shells for which all provisioning act ion had been taken by OFB. 
As a result of non-acceptance of any further quantity ff by the 
DGOS and suspension of production,the financi a l repercussion (FR) 
on account of surplus shells / components / materials was worked out 
to the tune of RsB.43 crores, including five feeder f actories. 

Ministry stated (February 1994) that though the decision to 
phase out the ammunition was known to OFB in 1986 itselC it was _ 
mutually agreed by OFB and Army that outstanding orders would b I 
l iquidated by March 1989. They further stated that as a result
of reduced off-take by the Army,there were still some ou·tstanding 
orders in March 1989 . 

Case II 

The feasibility of modernisation of Tank ' Z ' was under 
consideration by Government in January 1986 . It was indicated 
that Tank ' Z' were likely to remain in service upto 2007 AD and 
its manufacture would be discontinuecl by 1986. The different 
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pes of ammunition required for Tank 'Z' were also produced in 
actories under the OFB. The phasing out of Tank 'Z' was first 
bated by DGOS in the target fixation meeting with OFB held in 
,ecember 19 8 9 and conf;lequently no production programme for arnrnu
ition 'M', one of the types of ammunition, was envisaged for 
J90-91 . DGOS advised OFB to work out the financial repercussion 

the event of cancellation of outstanding orders for this item . 

As on 1 ·April 1990 the outstanding order of ammunition 'M' 
was 88,931 rounds. The OFB had taken provision action as the 
production line had to be continuously worked without any break. 
The cost of material for 88,931 rounds works out to Rs4 . 35 

As a result of i mmediate stoppage of production from April 
1990, mate r ials procured/manufactured or under procurement/manu
facture became surplus to requirement. An assessment of financial 
loss due to short c l osing of the outstanding order of 88,931 
rounds was still under finalisation (October 1993) . 

The indents were raised by DGOS on OFB four years in ad
vance, but the reduction in the requirement of ammunition was in
timated to the production agency only in 1990-91 although it was 
decided to stop production of weapon in 1986 . Thus due to faulty 
planning and co-ordination,there was an avoidable loss the extent 
of which is under finalisation by the concerned factories . 

Short closure o f an order for empty bodi es of a bomb 

During 1991-92 Ordnance Factory Kanpur (OFC) manufactured 
and supplied 1006 empty boeles of a bomb (empties) to Ordnance 
Factory, Chanda (OFCH) to cover the demand placed by the latter 
in May 1991. Further supply was stopped in view of directives of 
OFCH in March 1992. No production programme for these empties 
was fixed for 1992-93 . 

In October 1992 the Ordnance Factory Board (OFB) intimated 
the concerned factories that the · Director General of Ordnance 
Stores (DGOS) had proposed cancellation of their indents for this 
bomb. OFC, however, manufactured 4824 empties at a cost of Rs107 
lakhs to liquidate the semis and kept them in stock . 

Besides above 600 tonnes of shell bars valuing Rs106 lakhs 
procured for production of the empties by OFC ?re also lying in 
stock. 
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Thus due to short closure of the dema nd by OFCH and proposed 
cance llation of indent s by DGOS t o t al financial repercussion 

worked out to Rs213 lakhs , 

Ordnance Factory Board stated in September 1 993 that no for
mal decision for short closure of the indents f or the bomb was 
received f rom the DGOS and components likely to be util ised in 
case programme of p roduction of the bomb is a llocatedo 

The c~ se was sent to the Ministry in July 199 3, their reply 

is awaited as of December 199 3, 

Till Noven1ber 1 990 1 Ordnance Fac tory Kanpur (OFC ) regularly 
manufactured and s upp lied f orged s tee l shells of an ammunit ion 
( empty) t o Ordnance Factory Kha.mar i a (OFK) and Ordnance Factory 
Chanda (OFCH) against Ordnance Factory Board's (OFB ) centra l de
mands and OFK' s and OFCH's demands p l aced bet ween 1972 - 88 . 

In November 199 0, OFB instruct ed OFC t o stop production of 
empties with irnmediate ef feet and stated that product i on cou l d be 
done t o the extent forgings were available . In reply , OFC stated 
in December 1990 that against the target of 1 , 10 ,000 empt i es the 
position o f semi s and f orgings available in stock w uld be enough 
t o produce 85, 000 empties, in addition to which 950 tonnes o f 
shell bars were available in stock which were sufficient fo r 
a bout 30,000 shel ls a nd 377 tonnes of shell bars were due from 
Metal and Steel Factory, Ishapore. The t arget for manufacture of 
empties, fi xed by OFB f or 1 991 -- 92 was 20,000 numbers , OFC, how
ever , manufac tured 16 1 75 9 empt.i,p s t ill March 199 2. 

In May 1992 , OFC in reply to an audit query stated that a l
though OFK had reduced t heir demand f or further suppl i es , to 
avoid deterioration of forgin gs and semis in p i pe l ine product ion 
was continued during 1 991 -9 2 and 8,000 empties ha d been des pat
ched to OFK and that out of these, 2000 empties had been back 
loaded by OFK and no fu r ther issues had been made thereafter. 
Thus OFC was holding 10 ,75 9 finished empt i es valuing Rs22 1 ,6 6 
lakhs as of November 1993 , 

In addition, 838 096 tonnes of raw materia l va luing Rs15 4.9 9 

lakhs procured for production of empties by OFC are also lying in 
stock as o :i September 1992. 

Thus due t o cancellati' 0 11 o f i· 11dents b-- IGO" • ' '" ' y LJ ~ f adverse 
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~ncial repercussion worked out to Rs376.65 lakhs in the shape 
; nventories including finished empties and raw materials . 

The case was referred to the Ministry in July 1993, their 
has not been received as of December 1993. 

Exces E manufa~ture of steel billets 

Mention was made interalia about excess supply of 121. 74 
n nes Steel billets by Metal and Steel Factory,Ishapore (MSF) to 

!l?µnance Factory Ambajhari (OFAJ) in Paragraph 40 of the Report 
, the Comptroller and Auditor General of India for the year 

~;90-91, No . 8 of 1992, Union Government-Defence Services (Army 
~d Ordnance Factories) . 

Ministry in their Action Taken Note stated in March 1993 
fuat the quantity on order against two demands had been amended 

1921 . 55 tonnes ~hereas MSF supplied 1521.74 tonnes only. 

Furthe r examination by Audit revealed that in May 1991 OFAJ 
~ort closed its demands on MSF at 1521.74 tonnes of billets sup

~lied till January 19 91. 

In November 1990 Ordnance Factory Kanpur intimated MSF that 
~roduction of shells for which the billets were required would be 
ii:J. iscontinued in 1991-92 and hence there was no requirement of 
: illets. 

Despit e this MSF manufactured 400 tonnes of billets in 
~emifinished condition (value: Rs218.68 lakhs) from October 1988 

19 9 O. All these semif inished billets are lying in the 
stock of MSF resu l ting in adverse financial implications to the 

of Rs218 . 68 lakhs. 

Ministry stated in February 1994 that efforts are being 
for gainful utilisation of the item to protect the interest 

of the Government. 

Unplanned reduction in production programme-blocking of 
funds 

In order to manufacture 62,000 rounds of an ammunition ord
by Ordnance F3ctory Board (OFB) through four extracts placed 

May 1987 to January 1990,0rdnance Factory Dehu Road (OFDR) 
eight demands on five factories for supply of 81,020 
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components between February 1987 and June 19 90. The quantity on 
order was subsequent l y reduced by OFB to 4 6 , 000 numbe r s of the 
ammunition by diversion of 16,000 rounds on order t o Ordnance 
Fa ctory Khamar i a (OFK) in March and June 19 91 . 

OFDR received 64 , 135 components during De cember 1988 to Au
gust 1992 and utilised 34 , 655 in production . 12,951 wer e trans
ferred i n 1991-92 to OFK to meet the ptoduction needs ari s ing out 
o f the diverted portion of the orde r . 'This left a balance of 
16 , 529 components with OFDR . 

Since there is no production programme for the ammunition 
Huring 1992-93 and 19 93- 94 , OFDR sought disposa l i nstruct i ons fo r 
16 , 529 components valued at Rs 282. 37 l akhs ( a.t Rs1708.32 each ) 
from OFB in March 1992 . In s tructions from OFB are awaited a s of 
bctober 199 3 . 

Thus lack of proper planning a nd co-ordi nation between users 
and manufacturer led to a ccumulation o f unus ed components at OFDR 
of the value of Rs2 82. 37 l a khs . 

Ministry stated in December 1993 that the Direct .or Gsneral 
Ordnance St .ores (C~OS ) changed their requirement schedule fo r the 
ammunition to only 1 , 000 for 1993-94 without a l erting OFB in 
advance. The matter is being t aken up with the DGOS to avoid the 
finan c ial repercuss ion. 

Ba sed on a demand placed by Or dnance Factory Board (OFB ) in 
August 1 986 for manuf a cture a nd s upp ly of 20,000 cartridge cases 
which wa_s a.mended to 13, 25!) .in Aug-ust. 1989. Ordrwnce Fac-i.:.o ry, 
Katni (OFKAT ) supplied 12,000 cartri dge cases to Ordnance Factory 
Chanda ( OFCH ) till dis cont i nuati on of manufs_ct ure of this i t e rn 
from June 1988 . Of t hese, four l ot s consist i ng of 4104 cartridge 

I cases valued at Rs 25 .1 0 l a khs wer e issued in anticipat i on of 
proof , but rejected a t OFCH due to f a ilure i n prooi for ' Hard Ex
traction ' . As one l o t failed in reproof in February 190 1 a nd t he 
other one in special p r oof conducted by Contro llerat e 0£ Qua lity 
Assur ance (Arnmuni -: :ion) Kirkee ( CQA) in De c ember 199 1 , all the 
four lots were fin~lly sentenced a s rej ected in December 1991. 
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Ministry stated in July 1993 that 3890 of the 4 104 rejected 
;rtridge cases were converted to another type , and gainfully 
alised after conversion . The cost of conversion as intimated by 
· in September 1993 ~as Rs13.24 lakhs . 

Thus defective manufacture of 4104 cartridge cases resulted 
of Rs14.55 lakhs , on account of cost of conversion and 
cases that were used up in reproof etc . 

Manufacture of brass cups with metallurgical defects 

Metal and Stee l Factory (MSF), Ishapore manufactured and is-
2,63,339 brass cups between July 1986 and March 1992 after 

e inspect ion and with surveil lance certificate of Senior Qual
y Assurance-Metal (SQA Met) to Ordnance Factory, Khamaria (OFK ) 
ainst two demands for 6, 38 , 454 cups placed by the latter in 
ri l 1986 and April 1990. Of the supplies made , OFK rejected 

6,03 4 cups v aluing Rs201 .24 lakhs (70,000 cups pertained to de
and of April 1986 and 16 ,0 34 cups pertained to demand of April 
~O) due to dimensional and metallurgical defects . OFK returned 
s,100 rejected cups valued at Rsl98.80 lakhs to MSF during April 
© November 1991 . MSF did not accept the rejection and sent 516 
~ps to Ordnance Factory, Ambernath (OFA) for trial processing . 
FA intimated 47 per cent rejection in January 1992 and asked 

further lot of bulk quantity for determining e x act 
of rejection . This was still awaited as of December 

Ordnance Factory Board stated in December 1993 that in the 
resent case process rejections were more and not acceptable to 
he consignee and it has now been decided that instead of adopt
ng OFK process lay out , these cups would be processed into a 

case at OFA and then supplied to OFK . 

From this it is clear that the quality of cups manufactured 
MSF did not satisfy the technologica l processes intended and 

bat they would have to be processed partially in OFA and in OFK 
ns tead of whol ly at OFK . Furthermore, due to the defective 
uality these cups valued at Rs201 .24 l akhs are currently lying 
nutilised . 

This case was sent to the Ministry in June 1993 , their reply 
not been received till December 1993. 
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36. Failure in inspection to locate design defects 

Direct~orate of Armament Supply ; Naval Headquarters (Navy) 
placed five indents during July 1970 to July 1984 f or the supply 
of 9 , 240 2" Rocket Motor flare / t arget (item 'A') and five in
dents during January 1959 to July 1984 f or thfs supply of 8162 
numbers of 2" Rocket Head flare (item 'B') on Director General of 
Ordnance Factories (DGOF) . For item 'A' DGOF placed five extracts 
on ordnance Factory Kha.maria. (OFK } during- November 1971 to Novem
ber 1984. .P1ccordingly , OFK placed six inter factory demands 
( IFDs) between July 1972 to May 1985 for 10;425 empty body of the 
item 'A' on Gun and Shell Factor y Cossipore (GSF ) . To cover the 
demands o f OFK, GSF in turn p l aced four demands during July 19 74 
to September 1985 on Meta l and Steel Factory , Ishapore (MSF) for 
s upply of 10,827 venturi tubes (a component of the empt y body of 
item 'A'). MSF supplied 10,669 venturi tubes t o GSF between March 
1981 a nd February 1989 and GSF supplied 7F 47 9 empty bodi 12s of the 
item 'A' between January 1986 and August 19 89 t o OFK . 

OFK in all manufactured 1,126 item ~A ' between J anuary 19 86 
and August 1989 o f which 1;037 were supplied t o t h_e l\i avy~ 33 t'"' 

other factories and 56 were expended i n proof. 

Na.val Inspection Wing, however , int i mated in March 19 87 t hat 
during firing item ~A' caused damage t o the Launcher. The Inspec
tion Wing Rlso opined that welded joints of venturi to body tube 
of r ocket was suspected to be weak and could not withstand t he 
thrust developed _ inside ·the venturi. Ordnance Factory Board 
(OFB ) v however§ s tated in Harch 1993 that GSF had done the work 
a 1:1 -oer dr ;=i•,7i ng I~o r-1J1•'ara' ec·.'1 1- 0. -H1e:"1 -"'na" af·'-Ar s~n i or Tnsper'·i-_o -,· of '-' .!: ..... o:.-... ..... C.v1...__... -- 'J ·- \..< ·~ - - ~t Q.i. l ..__ l,, ~ .... . . c;.., __ - __ ._. .._ .__ .l-

Naval Armaments (Cossipore)'s acceptance these were issued to OFK 
and conc luded that it was a desi9n fault for which fci.ilure had 
taken p l ace. 

OFB intimated GSF in June 1989 to shortclose the G-rders as 
desired by the Director of Arms Services due to inherent defects 
in design . The value of the surplus inventories worked out ) 
Rsl 7 , 64 l akhs at GSF and Rs27 .15 l akhs at OFK due t o cancella
tion/short closure of the order . 

For item ' B' DGOF placed three extracts during January 1961 
t o October 1973 on Ammunition Factory Ki rkee (AFK). AFK in turn 
placed 24 IFDs on GSF f or 60, 054 numbers of various components. 
GSF could produce 12 , 85 1 components and s uppl ied 12, 361 compo
nent s by April 198 8 . Navy shortclosed their i ndents for this item 
i n March 1988 i .e. ranging from 4 t o 29 years of t heir 
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· 1acement , Due to the short closure the value of surplus 
jnventories worked out to Rs24 . 83 lakhs at AFK, Rs9.84 lakhs at 
~SF and Rs0.21 lakh at Ordnance Factory, Dum Dum. 

Thus , failure on the part of the Naval Inspection Wing and 
to detect the design defects of items 'A ' and 'B ', the orders 
to be short closed in 198 8 after being placed l eading to fi

'nanci a l repercussion to the tune of Rs79.67 lakhs . The disposal 
of 1037 rockets valuing Rs3,42 lakhs manufactured with the defec

design and supplied to the Navy is not known , 

The case was referred to the Ministry in June 1993, their 
reply has not been received as of Deceritber 1993 , 

Reject i on of a propel lant 

Two lots of 10 tonnes each of a propellant , used in the am-
• munition of a g 1m , manufactured by Ordnance Factory Bhandara 

·(OFBa) during 1990-91 were rejected by the Quality Assurance Of 
ficer (Military Explosives) Bhandara (QAO). 

QAO advised OFBa in December 1990 to take disposal action 
for the entire quantity of propellant of one lot. Nevertheless , 
OFBa undertook rectification of the lot by blending with 5 tonnes 
of fresh material valued at Rs14. 09 l a khs . The other l o t wa s 
given additional water treatment to improve stabilit y . The r e c
tified lots were resubmi tted in June and November 1991 t o the QAO 
who rejected these again as "not recommended for proof ". As suc h 
25 tonnes of rej e cted propellant va l ued at Rs61.10 l a khs was 
still lying in OFBa for disposal (January 1994). 

Out of 25 tonnes of rejected propellant , 5 tonnes of fresh 
propellant valued at Rs ll . 75 lakhs used for blending with already 
rejected propellant could have been saved had the fa c t o r y heeded 
:he advice of the QAO and not undertaken rectification. The loss 
was yet to be regularised as of January 1994. 

Ministry stated in September 1993 that the 25 tonnes of rej 
ected propellant cannot be categorised as 're jected ' as the clim
atic hut t r i als ( CHT) for the propellants for two years corrunenced 
in February 19 92 were still in progress . The Controller o f Qual
ity Assurance (Military Explosives) intimated in February 1994 
that stability of the propellant has been found further lowered 
after 18 months CHT and therefore sentenced the lots as chemica
lly unsuitable and unserviceable . 
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Infru.etuous e--xpenditure du~ to p1~~~RTue1ii! ·~ <1::r£ ©li~d\<J';rrn 

approzal of &n item 

In response to an indent placed by Director Gener al of Ord
nance services (DGOS) in January 1988 j Ordnance Factory Boarct 
( OFB) placed an Extract on Ordnance Factory, DehraDun ( OFD) in 
February 198 8, for manufacture and supply of 45 6 sets Peris cope 
Armoured Vehicle Night Vision Pas sive (inst rument). Target for 
manufacture o f the instrument fixed by OFB for 1988-89 was 150 

setso 

In a meeting held in Septembe r 19 88, t he Minis t ry stated 
that Vijayanta Modernis ation plan had not been approved and due 
to financial constraints and that 700 instruments a lready held by 
Army would be sufficient. The Army, therefore, proposed cancel la
tion of their indent of 45 6 instr uments . The representative of 
Ordnance Factories stated in that meeting that i f the o rder for 
the entire quantity o f 456 sets was cancelled, finan c i al. implica
tions would be between RsBO lakhs and RslOO lakhs and in case the i 

order wa~ cancelled after supply of 150 set s the amount o f finan 
cial implications would be RslO lakhs . 

Army in September 19 89 mentioned that the Vijaya.nta Moderni
sation pro9ramme had not been approved so far. Hence ord.ers 
placed on OFD for 456 iets and a firm for supply of 500 sets by 
the Defence Supply Wing be short closed. 

In January 1994 the Ministry stated that order f o r 500 sets 
of instruments placed on the firm had been completed and indent 
p laced o n OFB fo r 456 instruments had been reduced to 150 . 
Against the indent o f January 19 88 OFD supp lied two instruments 
va l ued at Rs2.89 lakhs. Financial repercussion due to s hort clo
sure of the irident , as worked out by OFD was Rs55.4B lakhs. 

Thus placement of indents for an item required for moderni
sation programme wi t hout the approval of Government led ·to infru
ctuous expenditure of Rs55.48 lakhs by OFD. 

Examination of the re levant papers in audi t also revealed 
that the Army a l ready holds a stock of 1200 such instruments and 
therefore p l acement of indent on Ordnance Factories f or 150 ins 
truments was not justified. 

39. Bulk production of ~n ammunition before H:.§ establishment 

Arrnnunition Factory Kirkee (AFK) in 1990- 91 discontinued 
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· production of 'A ' version of an ammunition which was an 
established item of manufacture and commenced production of 'B ' 
version o'f that ammunition which was till then manufactured by 
Ordnance Factory, Varangaon (OFV) . 

The b11lk production of 'B' version of the ammunition was 
commenced as per the decision of a Task Force convened at AFK in 
March 1991, Agai nst three warrants issued during 1990-92 AFK 
manufactured 299.99 lakhs of 'B' version ammunition. Of these 
232.12 lakhs were issued to· the indentors and 67.87 lakhs valued 
at Rs440 . 30 lakhs were rejected, after recovery of scrap beyond 
the normal rejection percentage of 25 per cent provided for in 
the estimate. In addition to this 49. 51 lakh cartridge cases 
valued at Rs63.17 l akhs were also rejected in 1991-92 after re
covery of scrap beyond the normal rejection percentage due to 
failure in test. 

On being po inted out by Audit, the Ministry stated in 
November 19 9 3 that due to productionisation of the ammunition 
version 'B · for the fi~st time in AFK, rejections were more and 
instead of seeking a dev~lopment extract to cater for all the re
jections, regular p r oduction estimate was operated. 

The Manual of Procedure of the Director General Ordnance 
Factories stipulates that to avoid losses due to rejection in in
spection of large quantities on account of faulty material or 
faulty technique, bulk production of a new item should not norma
lly commence until a pilot batch/batches of a suitable size depe
nding on the quantity of order have passed inspection. Failure to 
adhere to t his procedure by AFK led to a loss of Rs503.47 lakhs 
which could have been minimised by undertaking pilot production. 

40. Rejection of ammunition assemblies 

Ordnance Factory Kanpur (OFC) issued (July 1986 and January 
1988) two lots of 1000 numbers each of an ammunition assembly 
(assemblies), manufactured at a cost of Rs74 . 25 lakhs, to Ord
nance Factory Khamaria duly passed in inspection. 

The 10t of ,Ju l y 1986 was first proved in September 1986 
wherein it was re1ected due to defects. After reinspection (as 
insisted upon by OFC) and segregation of defective assemblies, 
these were tested again in December 1987 and sentenced as re
jected. OFC dismantled the components of assemblies, reassembled 
them and renumbered the lot. The renumbered lot was proved in 
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June 1988 during which, a barrel valued at Rs 2 . 55 lakhs was dama
ged and the l ot was again rejected in November 1988. The lot was 
again rectified and proved in September 1989 in whi ch it \11l a s once 
again rejected in November 198 9 . 

Similarly the lot of January 198 8 was 
ary 198 8 during wh i ch a barrel valued 
severe l y damaged and tl1e lot was re jsc t.ecL 

firs t proved in Febru
at Rs2 . 55 l akhs was 
As se:atblie s o f the lot 

were repaired/rectified but the s a me were rej e cted again in 
November 1989 . 

Cos t of dismantLLnq 1 rea.ssernb l in~f a nd rectifyin9 t hese two 
lots was Rs 1 . 89 lakhs a n d dur ing- these proc<2:8Bes ; 512 a ssemblie s 
manufactured at a co st. of Rsl 8.93 l .s.kb. s we:ce wasted. The two 
damaged barrels valued at Rs 5. 10 l a khs we r e sentenced as bey ond 
repair. 

According to the instructions issued by t he Cont ro l lerate of 
Qual ity .Assurance (Armament ) Pune in April a nd ,Ju l y 1989 a ll a ss
emblies were t o be broken down upt.o subprojecti le s t 9.ge on ly, · 
·which has since been completed. 

Thus due to defects in manufacture o f t he assemb lies los s 
amounting t o RslB.93 lakhs had to be incurred on wastage o f 512 
a ssemblies besides cost of rectification/re a ssembling a.mounting 
to Rsl.89 lakhs and cost of damaged barr el s a mounting to Rs5.10 
lakhs and blockage o f Government money t :.o t h e tune of Rs 55. 32 
lakhs (Rs74.25 l a~hs-Rs18 . 9 3 lakhs ) f or more t han five years in 
the shape of assemb l ies . 

Ministry s t a ted in February 1994 that the shots were manu
factured strictly as per clesig-n requi rements . Mi nistry fu r t her 
stated tha t OFC was not able to arrive at a c lea r rea s on f or s uch 
fa i lure. 

Provisioning of ~tores and machinery 

Stores 

41. Impo:ct of indiJ•inously availabl~ spa.res 

Iil May 1988 , Ordnance Factory Board (OFB ) placed an opera
tional indent on Director General, Supply Wing , London ( DGSW) for 
procurement of three separate items of spares conforming to three 
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rl esigns, from a foreign firm. The total cost envisaged 
~as Rs5. 1 Lakhs. These were meant for High Explosives Factory, 
· irkee (HE T' ) whicr had placed a demand in January 1987 alongwith 
a propriet nry certificate. While placing the indent, OFB certi
; ied that the sp2res were not available from indigenous trade 

procur ement of the same from abroad was absolutely 

In December 1989, DGSW informed REF that the foreign firm 
'revised the ir rates upward and sought their advice about reason
ableness o f the revised rates. REF confirmed in January 1990 the 
reasonableness of the same and recommended early conclusion of 
contract on ground s of urgency. DGSW concluded a contract with 
the foreig11 firm __ n January 1990 for supply of spares at a cost 
of Rs6.99 lakhs. The spares were received in February 1991 and 
taken on charge in March 1991 . 

It was observed by Audit that in July and November 1986 REF 
' placed two orders on two indigenous firms for supply of 2 spares 
of one design and one each of the other two designs at a total 
cost of Rs 1. 9 6 lakhs plus duties and taxes . Supplies against 

two orders were received in May 1988 , July 1988 and April 

Minis t ry stated in September 1993 that although spare coils 
indigenous fabricators had been received, in view of the 

previous unsatisfa ctory performance of indigenously fabricated 
coils in t e rms of longevity, it was felt that reliable coil from 
the original plant suppliers were essential for . continuity of 
production . Ministry further stated that it was decided to pro
cure indigenously fabricated coils as a stop gap measure . 

The i s sue of a proprietary certificate in favour of a for
eign firm by the REF in 1987 for an item which was procured from 
indigenous firm i n 1986 was unjustified and led to an outflow of 
Rs 6. 9 9 lakll s in foreign exchange, at a time when there was an 
acutQ short age of foreign exchange. Moreover no proof of unsati
sfactory p e rformance of the indigenous coils was furnished by the 
Ministry. 

42. Loss due to procurement and use of defective bandoliers 

In February 1991 Ordnance Factory, Varangaon (OFV) placed an 
order on a firm for supply of one lakh bandoliers at a total cost 
of Rs9.40 l akhs required for packing an ammunition. 
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During June to Aug-ust 1991, 6500 0 ba.ndo lie r s wer e received 
.c --n ·c' h""' fi' rm and of t hese 15000 received in l--1.ug-ust: 1:991 were 
Lr0111 .. -~ ·-. -

found to deviate from required dimensions and t o have o ther de-
~8c~ n Tn Qe·o~L.ember 1991 the firm was as ked to arrange replace-
L C. u o - - - !.J J.. 

ment o f store valued at Rs 6.04 lakhs paid t o them in June and Au-
rru:--t 1 991 ·( o r suprlies made by them. On t:.hc-:?. failure of the fi rm 
"::'.~ CJ - - J..: -

to arrange replacement. of i:he defective stor.»'3B u Oii'V .asked the 
firm in October 1991 t o refund the amount paid t o t hem. 

h r. h -J , . .:i 11 ·'>'- ""''"..-- h<'·"'l~ ·'··'·•e -.·r:r• ··~ ~·F on .. J- hr, "'"Y"OU'"' d T ,e J:J_rror __ .owever 1 '~ . J.u ,,u-c !::'c':t }JC..>.c- . .,, L1, .· •w-H <'=·J ,_ -·· . ..... ,:. Y- 11 

·1 l • 'I • ' 0 
• • ., ' h ·1· t.ha.t th,3 bandoli·ars wer;::. ce __ J..verec,, Et:t·ce r .insp 0 c c.io1-:'. :Yy c. __ ·e _ns -

pectin9 Authority and r equest-ad in s::rovt=:mber 199 1 to e. 11ow them to 
rectify the bandol iers. In Decembe r 1991. the ctts e: Wc\S r2 f a:rred to 
the Department. of Leqal A.f fairs ii'?ho opin<:::d th.:d;, vaJ. 1J_ 'f~ o:E st.ores 
might be adjusted against securi t y deposit or by enc~shing bank 
guarantee , i f a ny and otherwise the matter refe rred ta ~rbitra

t i on. The matter was not referred to a rbitration as tha f irm had 
agreed t o rectify the store. 

In the meantime, OFV has incurred an expendi~ure of Rs ? .92 
lakhs for ·;1npacking and separatinq 28, 05 la.kh r ounds of o.nrnmni
tion from the bandoliers and also from chari;rer c J. i p.s ;:;ir1d for 
cleaning / reassembling and rectification of 27o11.1 lfakh roRnds of 
corroded ammunit.iono 

In September 1992 OP.'V constitut ed a committ.ee t,o s. ~H.:·art..ain 

th~ circumstances leading to rejection of bandoliersr possibility 
of :cepair / replacement cHKl quant i.f icat.io n o f l Ds s snffe~ced •3.'Dd 
su}Jmi·t i.ts repc)rt vvi·tb.in. a. ·~1tre e:k ·J Th.<::; r .. ~9rJor vt tv.a.s y~:: t. t:.o JJ<S sttbrni-
tted as o f October 1993. 

Ministry stated in Janue.ry 1991.1 tha.t the firm r -::: c c.i.:cied :1.ll 
the bandoliers in consultation with Area Inspector and he nce OFV 
did not feel it necessary to pursue the matter further , 

The fact, however, remains that due to acceptance of dafec
ti ve bandol iers in inspection there was a.n infructuous expendi
ture of Rs7.92 lakhs towards unpacking, separating, cleaning, re
assembling and rect.i:E.icatio:n of alTu-nun i tion from the ba:o.dolierso 

In response to an i ndent placed by Ordna.nce Fa ct.ory Board 
(OFB ) i n May 1979 , Director General Supply Wing, Lonclon (DGSW) 
conc l uded a contract with a foreign firm in September 1979 for 



pplY of 19, 944 Vulcanised Grey Fibre Mou l dings (moulding) to 
' ctnance F2ctory Kanpur (OFC) at Rs38.70 each. These were needed 
er manufacture of an ammunition. By exercising the option clause 
~ the contract, the quantity on order was first increased in 
ecember 1979 to 93, 966 moulds and thereafter in March 1980 to 
· 39,418 mou l dings pending formal indents from the services . The 
I 

oreign firm supplied 1 , 16 , 523 mouldings valuing Rs66. 42 la~hs 

i ll March 1981 . 

Orders for manufacture and supply of the ammunition were 
eompleted in 1988-89 and thereafter the manufacture of this ammu
Nition was discqntinued as no orders were received ±rom the ser
~i ce s . As a result of discontinuation of manufacture of the am
munition , 42 , 840 mouldings valued at Rs24.42 lakhs are lying in 
t he factory without any prospect of utilization . 

, Ministry stated in October 1993 that there was change of 
technology in ammunit ion and the factory switched over to manu
facture of another ammunition. This change of technology led t o 

Ministry also stated that the item being product 
no alternative use is possible. 

Thus increase of quantity covered in the contract in antici
pation of orders ·from the services rendered the expenditure of 
Rs2 4.42 l akhs in foreign e xchange unproductive . 

Supply of defective cotton fabric by a firm 

Ordnance Clothing Factory , Shah jahanpur (OCFS) placed an or
in March 1991, on a firm for supply of 35 ,0 00 metres of Fab
Cotton CW 170 Gm Blue Grey (VAT DYED) 91 cm (fabric) at Rs63 

· per metre with an option clause to increase the quantity by, a 
f urther 30,000 metres at the same rate and terms and conditions. 
I n April 1992 OCFS exercised the option clause and the quantity 
on order was increased to 65 , 000 metres . However , the rate for 
supply of the additional quantity of 30 ,00 0 metres was increased 
t o Rs65 . 65 per metre in August 1992 due to increase in excise 

Four consignments containing 63,549.40 metres duly inspected 
by authoris e d i nspector were received by OCFS from the firm bet
ween September and November 1992. An amount of Rs39 . 31 lakhs was 
paid to the firm towards 95 per cent of the cost of the store 
s upplied by them. On receipt inspection , these consignments wer~ 
rejected either due to wet and deteriorated condition or shade: 

113 



variation. 

Ministry stated in November 1993 that of the 63, 599 .10 me- ·· 
tres (including 49.70 metres flag allowance) of re j ected fabric 

I 

35,954 . 10 metres were subsequently accepted during re-inspection 
by CQA(T&C) and the total quantity thus rejected was 27,645 met
res valuing Rsl7.07 lakhs. Ministry added that a Board of Enquiry 
had been constituted by the factory to determine the extent of 
l oss. 

Thus due to the initial acceptance of defective fabrics the 
Government suffered a l oss of Rsl7.07 lakhs. 

45. Non recovery of risk puE'chase comp~nsat.i©mi. fE'©ilml defaulting 
firm 

Vehicle Factory , Jabalpur (VFJ) p l aced a supply order in Oc
tober 1988 on M/s Sankey Wheel s Ltd. (firm ' A') for the supply of 
16 , 8"8 Shaktiman Disc wheels (wheels) at Rs935 . per wheel. The 
deli~ery schedule was for supply at the rate of 1 ,500 wheels pe~·· ( • 
month· from January to December 1989. Firm 'A' requested in June~ , 
1989 tor refixation of the delivery schedule at 3,000 wheels ev
ery alternate month due to delayed r eceipt of imported rim bar 
materials. In July 1989 VFJ accordingly refixed the delivery 
schedule from August 1989 so as to complete supplies by August 
1990. Firm ' A ' supplied 5,245 wheels till January 199 0 0 

I~ March 1990, VFJ served a performance-cum-extension notice 
on firm ' A' for completion 0f supply of the balance quan-!:i ty of 
11 , 623 wheels by June 1990 keepi ng in· view the production re
quirement even though the refixed delivery period wa.s by Augus t 
1990. 

Since no supply was expected, VFJ shortcl osed the order in 
July 1990 at the quantity of 5,245 wheels. For procurement of the 
balance quantity of 11,623 wheels , VFJ floated a risk purchas 
tender enquiry in June 1990. The date of tender enquiry was ex
tended to July, August and finally opened in September 1990 and 
received quotations from firm 'A' and M/s Wheels India Ltd. 
(firm 'B') Firm 'A' quoted Rsl308 and firm ' B ' quoted Rsl182 per 
wheel. 

The quotations were considered by Tender Purchase _Committee 
who referred the case to Ordnance Factory Board in October 1990. 
In May 1991 OFB sought legal advice on the application of risk 
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urchase clause on the order of October 1988 . The legal adviser 
pined in May 1991 that the purchaser ought not to have issued 
~ e performance notice for complete supply by June 1990 when the 
elivery period (August 31 1990) had not expired, and that the 

purchase action was untenable under law. 

In June 1991 OFB conveyed the sanction for purchase of 
J ,623 wheels at Rsl,3 15 each from firm 'B' . Accordingly a supply 
rder was placed in July 1991 on firm 'B' for supply of 11,623 
heels at Rsl,315 each . Firm 'B' completed the supplies by August 
~992 at a total cost of Rsl.59 crores. In procuring 11,623 
_heels, VFJ had to incur an extra expenditure of Rs44 . 17 lakhs. 

Ministry of Defence stated in November 1993 that firm 'A ' 
was declared as a sick unit by the Board of Industrial and Finan
eial Reconstruction (BIFR) and appointed Jndustrial Reconstruc
t ion Board of India for preparing a rehabilitation scheme on whom 
a claim for Rs45 . 93 lakhs was lodged in October 1991. The BIFR in 
their award suggested that the Gov~rment waive damages of about 
Rs45 lakhs. 

The fact, however , is that firm 'A' had become sick at the 
end of 1987, while the order was placed qn it by VFJ in October 
1988 and delivery schedule refixed in July 1989. Bence, there was 
a failure in assessing the financial soundness of the firm before 
placing supply order on them and subsequently in assessing the 
firm's ability to deliver the stores even on a rescheduled order . 

Once the firm's inability to deliver even according to the 
refixed schedule became apparent, short closure should have been 

:invoked only after the ref ixed period had expired so as to make 
the legal claim for risk purchase more sound. 

Thus due to incorrect decision taken by VFJ to short close 
order before the date of expiry of the contract, no risk pur

chase compensation could be claimed from the defaulting firm 'A' 
resulting in extra expenditure of Rs44.17 lakhs. 

Inter factory demands 

Uneconomical procurement of steel from a sister .factory 

Rifle Factory Ishapore (RFI) procured steel square billets 
size 89-90 mm RCS (billets) from Metal and Steel Factory 
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Ishapore (MSF) as well as from trade sources for production of 
Slide Butt and Body forgings of an item . During 1989-9 1 RF I re
ceived 136 . 6 tonnes of billets from MSF' at a total cost of 
RsB0.67 lakhs and 105.7 tonnes of billet s from trade sources at a 
total cost of Rs33.45 l akhs plus taxes etc. I t was observed in 
audi t that wh i le cost of procurement fr~m trade was just Re2 8 and 
Rs32.53 per kilogram in 1989-90 and 1990-91 respectively, MSF's ~ 

cost of production during those two years was as high ae Rs 55.26 
and Rs69.38 per kilogram. 

Thus procurement of 13 6.6 tonnes of billets from MSF was un
economic to the extent of Rs4 0. 76 lakhs. 

On this being pointed out by Audit, Ordnance Factory Board 
(OFB ) stated in September 1992 that. although materia l might be 
obtained at lower rate from trade sources , the quality o f material 
supplied by MSF was much better< OFB also stated that as RF I was 
a leading Sma l l Arms manufacturing- factory , it could not compro
mise i ts established reputation. As the billets supplied by trade 
~ources were accepted in inspection and were util ised in manufac- ~ 

ture o f Sl i..de Butt. and Body \ilihich were also accepted in inspec
tion by e.n independent Quality Assurance Organisation; reasons 
adduced by OFB for procurement of billets from MSF a.re not ten
able. 

In reply Ministry stated in September 1993 that a.- policy de
cision has been taken that while placing IFDs, facto r i es s hould 
examine details of cost aspects of sister fa ctories as well as 
trade taking into consideration the capacity available r over
heads, cos t of materials and other r elated details s o that economy 
is achieved. 

41. Uneconomical pro~urement: of alloy st~~l f J;'©!Thil ©!. ~i§ter 

f a\Ctory 

Ordnance Factory Kanpur (OPC) procures from Metal and Steel p 

Factory Ishapore (MSF), alloy steel bars of a particu l ar specifi
cation (material ) for manufacture of two kinds of am:munition. 
During 1991-92 MSF supplied on l y 145 tonnes of materia l as 
against a conunitment of 150 tonnes per month o To continue manu
facture of the anununition : OFC resorted to l ocal purchase of 500 
tonnes of material from trade in 1991-92 and as per recommenda
tions of Tender Purchase CoIILmittee of August 1991 OFC p l aced a n 
order in September 1991 on M/s Stee l Authority of India Limited 
(SAIL) Calcutta for supply of 250 tonnes of the material at 

.. 
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Rs21,500 p e r tonne p l us duties and taxes. The quantity on order 
'· as increased in Mar ch 1992 to 500 tonnes and the rate was 
·amended to Rs 21, 5 IJ 0 per tonne for 4 6 8 tonnes and Rs 19, 3 5 O per 
· onne for 32 tonnes supplied in short length. SAIL supplied 
521.110 tonnes by March 1992. 

1991-93 MSF supplied 1674 . 33 tonnes of material to OFC at 
cost of Rs718 . 26 lakhs i.e. at Rs42,898 . 40 per tonne. 

An analysis in audit revealed that while the trade cost of 
t he material was just Rs23,015 . 20 per tonne (including duties and 
taxes) MSF supplied the same at Rs42,898.40 per tonne . Thus pro
curement of the material from MSF was uneconomical to the extent 

Rs332 . 91 lakhs . 

Minis t ry stated in November 1993 that as a policy matter to 
the capacity of sister factory, OFC placed demand on MSF 

inspite of their cost of production being high . 

Uneconomical production of rifle chest -

Ordnance Factory Trichy (OFT) procures 
(which hold 10 rifles ) from trade, and type 

chests type 'A' 
'B' (which hold 15 

packing 7_. 62 mm IAI from Rifle Factory Ishapore (RFI) for 
Thus three chests 'A' are equivalent to two chests 'B'. 

During 1990-91 OFT received 350 chests 'B' from RFI at 
Rs2212 each. Dur i ng t h e same period it received 354 chests 'A' 
at Rs519 e a ch from trade . Since 525 chests 'A' would have $erved 
the same purpose as 350 chests 'B', the procurement of the latter 

uneconomical to the extent of Rs5.02 lakhs . 

Similarly during 1991-92 OFT procured 360 chests 'B' from 
at Rs. 2558 eac h when the same purpose could have been served 

by procurin g 540 chests 'A' from trade, 2091 of which were purch
'ased dur i n g the s nme year at Rs519 and Rs655 each. Thus during 
19 91-9 2 the re was uneconom'ical procurement on this account to the 
extent o f Rs5.67 lakhs. 

The t otal loss on thiP account works out to Rsl0.69 lakhs. 

On this being pointed out by Audit, OFT stated that the cost 
comparison between trade and RFI supplies was not applicable 
since the item was procured from RFI as per policy guidelines. 

Minis t ry stated in February 1994 that these type of chests 
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were not easily avai l able from t rade, 

Ministry ' s. content ion is not tenabl e as these items were/are 
being procured in l a rge numbe rs by OFT f rom trade and are being 
utilised for t he purpose, Hence procurement of the i t em . f rom RFI 
when it is available from t rade sources is not financia l l y justi
fiab le . 

Machinery 

49, Procurement of ~ Robotic welding stat i on 

The Additiona l Di rector General of Or dnance Factories, Armo
ur ed Vehicles Headquart e r s , Avadi (AV HQ) p l aced an order in 
Sept ember 1989 on a firm for s upply , erect i on, comrnis sioni ng 
et c., of a Computer Controlled Roboti c C02 welding s tation 
(ma chine) for Heavy Vehicles Factory , Avadi ( HVF) .at a cost of 
Rs54 . 34 lakhs exclus ive of duties and t axe s o This was late :JJY··.
amended t o Rs5 4. 2~ l akhs . The machine was to carry out weldin~

j obs on s ub- a ssemblie s of a combat vehic l eo 

The machine was received by HVF i n J une 1990 a nd an amount 
of Rs60 o 9 6 lakhs ( Rs 4 7, 42 l akhs towards 90 per cent payment and 
Rs1 3,34 l a khs t owards duties and t axes ) was paid t o t he f i rm in 
t he same month , The machine could not be success f ully commiss
ioned and is l y ing unuti lised , 

The Mini stry s tat ed i n November 1993 that the matter has 
be en rev i ewed aga in in May 1993 and t he firm as well a s t he fac .:... 
tory are jointly s tudying the possibi l ities for welding t he com
ponents f or which the machi ne was procur ed by reviewing t he CNC 
programming , 

The case thus r evealed that a ma chine procured at a cost o·r-j 
Rs60.96 lakhs in June 1990 is lying unut ilised and we l d i ng o f su~-
assernblies is being carried out in ' t ime consuming conventi ona l 
method . 

50 . I nfructuous expendi ture on procurement of a defecti ve 
test i ng mac hine 

In response to an indent placed by the Director GeneraL of 
Ordnance Factories Calcutta in January 1978, the Di r e ct or General 
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~ of Supplies and Disposals New Delhi (DGSD) placed an order on a 
firm in December 1978 for supply, installation and demonstration 
of a foreign made Instron Testing machine to Field Gun Factory , 
Kanpur (FGK) by May 1979 at a cost of Rsl0 . 24 lakhs including 

. agency commission of Rs0 . 35 lakh payable in Indian currency. 

The machine was received by FGK in December 1979. Though the 
: machine was erected in January 1980, it could not be commissioned 

successfully . Meanwhile, a chilled water cooling sy$ tem for hy
draulic power pack of the machine was installed and commissioned 
in May 1983 at the recommendation of the installation team at a 
cost of Rs 1 . 85 lakhs. Despite this , the machine could not be 
commissioned and put t o use since its data analyser was found de
fective. Although the defective data analyser was replaced by the 
foreign supplier in October 1986, the machine still could not be 
commissioned. Director of Inspection Kanpur rej~cted the machine 
in September 1990 . 

The firm then replaced the data analyser by a computer free 
of cost in December 1992. The firm 's engineers fitted the com
puter to the machine in March 1993 but failed to commission the 

, machine. 

Meanwhile a total amount of Rs22 . 47 lakhs (Rs9 . 88 lakhs to 
the foreign firm for FOB cost of the machine, Rs0 .3 5 lakh to the 
firm for agency commission , Rs0 . 63 lakh for freight, Rs9.76 lakhs 
for customs duty and Rsl.85 lakhs being the cost of chilled cool~ 
ing water system) has been spent. An amount of Rs0.55 lakh had 
been recovered from the firm towards liquidated damages. 

Ministry stated i n January 1994 that in. February 1991 FGK 
had taken up the matter with DGSD for recovery of cos t as recov
ery rests with them. 

Thus expenditure of Rs21.92 lakhs on procurement of a defec
tive machine proved inf ructuous as the intended purpose of its 
acquisition was hever satisfied. 

51. Procurement of a grinding machine not serving desired 
purpose 

Additional Directorate General Ordnance Factories, Avadi 
placed an order on a foreign firm in May 1988 for supply, erec
tion and commissioning of a Computerised Numerically Controlled 
( CNC) Creep feed grindin9 machine in tooled up condition with 
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accessories and spares (machine) at a total cost o f Rs43.2 3 
l al<:hs. The machine was for Heavy Vehic les Factory Avadi ( HVF) · 

for grinding of t wo componen t s, 

The machine was received by HVF in October 1 989 and Rs57.6Q 
lakhs were paid in September 1989 to the fi r m t owards 95 per cent 
payment , b e sides , customs duty of Rs8, 63 l akhs was pa i d for the 
spares of the machine . The machine was commi s sio ned i n September 
1991 , as the firm ' s Engineers arrive d at site in September 1990. 
During proving trials , it was observed that the desired accuracy 
in finishing was n '.J t obtained . The firm 's expe rt s r e corrLmended in 
October 1991 procur eme nt of grinding whee l s a nd ro llers with cer
tain specifications which was s ub sequent l y modif i ed in November 
199 1 and HVF came to know the modifica tio n on l y in June 19 92 , 

Based on the f i rm ' s r e commendations of October . 199 1 , HVF 

placed two orders for 2 r o llers and 3 whee ls in October and 
November 1 991 re s pectively at a total co s t o f Rs ~ . 89 lakhs. On 
receipt of these items , trials were conduc ted i n Apri l / May 1992 
but the machine did not give the desiied s urface fi n ish f o r on~-,_ 
of the components, Ordnance Factory Board s tated in Oct ober 199. 
that the machine is now being used for r o ugh grindi ng o nly of the 
component and surf ace finishing is done by pro c e ssing on a dif f
erent machine. HVF placed another two orders f or t he wheel and 
dresser with changed specification in December 1 992 at a cost of 
Rs 2, 4 1 lakhs a nd Rs 2. 50 l a khs respect ive l y and these were re
ceived in Marc h 19 93 , Due to non-ava i l abilit y o f the machin e HVF 
imported 150 finished c ompo ne nts v a l u ing Rs 22o2 0 lakhs dur ing May 
199 30 

The case rev ealed that a machine impor ted at a cost of 
Rs66 , 25 lakhs in October 1989 was coTILmi s sio ned i n Septemb er 1991 
i ~ eo after a delay of nearly two years and did no t ser ve the in
t~nded purpose as a resul t, 150 fini &hed components v aluing 
Rs22o20 lakhs had to be imported and the e xpenditure of Rsl.89 
lakhs on the procurement of grinding wheels and r o llers in Octo1 · 
ber/November 1991 also proved infructuous . ff 

The case was referred to the Ministry in August 1 993 , their 
reply has not been received as of December 1993 . 

52, Infructuous expenditure on procurement of ctosed Ci rcuit 
Television 

Pursuant to the suggestion of Ordnance Factory Board (OFB) 
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November 1986 and the recommendation of Industrial Safety Ins~ 
ectorate ( ISI) o f Ministry of Home Affairs of March 1988, Ord
ance Factory, Varangaon (OFV) decided to procure two closed cir
uit television (CCTV) systems in order to monitor the performa
ce of workers in production areas . Accordingly two supply orders 
ere placed on M/ s. Electronic Corporation of India Ltd. Hy-
~rabad in March 1988 for the CCTV system on single tender basis 
eing items of a proprietary nature. The total cost was Rs l 3.18 
akhs plus taxes. Although a sum of Rs~.17 lakhs was paid to the 
irm again s t the two supply orders in October/ November 1988, the 
~rm compl e ted the supply only by March 1990 against the sched
led date o f delivery of 31st December 1988 . The CCTV system was 

installed a nd commiss i oned in January 1991 but broke down due to 
~eitain defects which developed within two to three weeks . The 
~irm's representatives carried out repairs in July 1992 but the 
system did not work. Meanwhile the warranty period expired in 
September 1991. 

The Ministry stated in November 1993 that the firm was still 
to the defects. 

Thus a system which was required expeditiously for security 
r easons and i~sta l led in January 1991 could not be utilised due 
to its inherent defects, although a sum of Rs9.17 lakhs was alre
ady pa i d to the supplying firm.The prospects of rectification of 
the system by the firm were also remote since period of three 
years have lapsed and warranty period has also expired . 

Procurement of a defective hydraulic ingot stripper 

In September 1983, the Ordnance Factory Board (OFB) placed 
an indent on the Directorate General of Supplies and Disposals, 
New Delhi t DGSD) for a stationary hydraulic ingot stripper for 
Field Gun Factory, Kanpur (FGF) to be supplied by December 1984. 
In June 19 8 6 DGSD placed an order on a firm for supply, erection 

,and commissioning of the machine with normal spares at a cost of 
Rs28.99 lakhs exclusive of duties and taxes. 

While the machine was received by FGF in December 1987, 
foundation work was completed by FGF only in September 1988 at a 

. cost of Rs2.55 lakhs. The machine was erected in December 1989. 
Ninety per cent of the payment amounting to Rs26. 09 lakhs was 
made in October 1987. However, the machine could not be commissi
oned successfully despite repeated trials and was rejected by FGF 
in June i991. DGSD asked the firm in November 1991 to complete 
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t he commissioning and directed the Chief Controller of Accounts 
(CCA), Calcutta, to withho ld Rs26.09 lakhs, being 90 per cent of 

the cost of the machine already paid t o the firm fJ::-om pending 
bills relating to other supplies. CC!--, int imated in April 1993 
that the actual ilmount paid to the firm in October 1987 was 
Rs30.63 lakhs. However, this amount could no t be withheld by CCA 
as no bills were pending as of July 1993 . 

The Ministry of Defence (Ministry) stated in February 1993 
that the machine had not yet been final l y rejected and the manu
fa c ture of required ingots was no longer in FGF' s regular produc
tio n since April 19 92. The Ministry of supplies in January 1993 
attributed the delay in coverage of indent to ~nadequate response 
from trade and delay on the part of indentor and cons ignee to 
provide names o f likely source of supply , sufficient copies of 
drawing, technicaJ recommendation and conf .irmation o f adequate 
funds . They also stated that the delay in init ia l e rection and 
coITLmissioning was due to FGF 's failure to provide f oundation and 
services as per contract. 

The case revea ls delay i n placing the order for the machine 
and getting the necessary infrastructure ready in t i me. Moreover, 
the machine procured was defect i ve resulting in its non-·commiss
ioning. Meanwhile,manufacture of ingots for which the machine has 
been procured is no longer in FGF ' s regular production. This re
su l ted in an infructuous e xpenditure o f Rs33 . 18 J. a khs on cost 
paid f or the ma thine ( Rs 30.63 lakhs ) and preparation o f its foun
dation (Rs~.55 lakhs) . 

OFB stated in November 1993 that tb.e machine could no t be 
commissioned so far and the case was being- p u rsued at the highest 
level . 

The case was referred to the Ministry in August 1993, t heir 
reply has not been received as of December 1993 . 

Inspection 

54. Acceptance o f defective cone and funnel as§emblies in 
inspection 

Ordnance Factory, Kanpur (OFC) placed an order o n a firm in 
September 1990 for supply of 8000 sets of cone and funnel assem
b l ies (assembly) at Rs961 per set (less 3 per cent discount) plus 
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5 etc . As the firm was the only source of supply , necessary 
~ion for placement of order on single tender basis was ob
~ed from Ordnance Factory Board (OFB) in August 1990. 

8000 sets duly inspected by Senior Quality Assurance Estab
nment (Armament) (SQAE Armt) Secundrabad were received by OFC 
ween February and July 1991. On receipt inspection , certain 
emblies were found opened at the solder joint and all the ass
l ies were reinspected/segregated at Kanpur in October 1991 by 

firm under the supervision of SQAE (Armt) Secundrabad and 
ur . 176 sets were final l y re jected and the balance after 

tification were accepted by SQAE (Armt) and the amount of the 
~ected assemblies were deducted from the firm's bill . 

Rectified and re-accepted assemblies were sent to Ordnance 
etory, Chanda (OFCh) . On receipt of an intimation from OFCh , 
c detailed a team to OFCh , investigation by which revealed that 
sernblies had a black stain on the outside tin surface of funnel 
~luding pitting in stray cases . The team , in consult ation with 
th and Quality Assurance Establishment , Chanda found that app
~imately 50 per cent were not acceptable. Subsequently during 
~ct if ication of the unaccepted assemblies the team found that 

accepted assemblies had also developed black stains which 
acceptable to SQAE Chanda . 

In December 1992 Controllerate of Quality Assurance 
Armament) Kirkee rejected SQAE (Armt) Kanpur's proposal for rec
ification of the assemblies and suggested 100 per cent reinspec
ion . 6,064 sets va lued at Rs71.98 lakhs were finally rejected 
n De cember 1992 and the firm was asked either to rectify/ replace 
he rejected sets or to refund the cost . Till October 1993 the 
frm had neither replaced the rejected assemblies nor refunded 

OFC also requested all the Ordnance Factories 
nd Department of Defence Production and Supplies to withho ld the 
mount of Rs71 . 98 lakhs against any supply order that might be 

ding against the firm . 

Ministry stated in November 19 9 3 that the. actual payment 
ithheld, if any, would be compiled and intimated . 

Procurement of defective fuzes 

During June 1980 to March 1985 Ordnance Factory Chanda 
(OP'CH) received 13, 500 Mark-I version of fuze assemblies of a 
ocket (fuzes) from firms 'A' (8,000) and 'B' (5,500) at a total 
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cost of Rs51.5 0 l akhs against four orders placed on them by the 
Department of Defence Supplies (DDS) between February 1978 and 
December 1982. The fuzes supplied by the firms were cleared in 

0 

inspection by Air Armament Inspection Wing (AAIW) Khamaria. How-
ever, all the fu zes were found to be defective and failed in 
proof conducted by AAIW Khamaria. 

Directorate of Technical Deve l opment and Production 
intimated Ordnance Factory Board ( OFB) in September' 1985 

(Air) 
that 

Mark-I version of fuzes had some design deficiency whi ch warr
anted development of an improved version , In the same month Arma
ment Research and Deve lopment Establishment Pune (ARDE) developed 
the improved version of the fuze called Mark-II vers i on and 
proposed that the fuzes procured from the two firms shou ld be 
brought to Mark-II standard by modification through origina l sup-

1pl1ers. 8, 000 fu zes valued at Rs32. 42 lakhs be l onging ~co firm 
' A' could not pass in inspection, 

Out of 8, 000 fuzes received from firm 'A' 7 f 714 re jected 
fu zes va luing Rs30.88 lakhs are l y ing i n the stock of OFCH and 
balance 286 fuzes va lued at Rsl . 54 l akhs had been utilised in . 
various investigations and tests. 

Thus fail ure of the i nspection authority t o detect t,he de
f ects in the fuzes during inspection at fi rms premises and also 
design def i ciency of the fuzes resu l ted in a l o ss o f Rs32. 42 
lakhs , 

56. Inadequate testing parameters resulti~g in inapp~©p~iate 

procurement and blockage of funds 

Ordnance Clothing Factory , Shahjahanpur (OCFS) p l aced a sup
ply order in July 199 1 on a fi rm for supply of 2 , 36 ,300 metres of 
calico b leached cloth of 71 ems. width at Rsl2. 70 per met re. 
This was for manufacture .and supply of 2 ,63,2 50 cotton TNT bags 
to High Explosive Factory , Kirkee (HEF) . In August 1991, the 
quantity, widt~ and price of the cloth were amended t o 1 , 18 , 150 
metres , 142 ems. and Rs25 .4 0 per metre respectively . The quantity 
on order was i ncreased to 1 ,68 , 125 metres in September 19 91 . 

OCFS received 1 ,6 8,292 metres of cloth valuing Rs41 .34 lakhs 
between December 1991 and June 1992 , duly inspected and accepted 
by Quality Assurance Establishment (General stores) ,Controllerate 
of I nspection (QAE (GS) CI), Kanpur. OCFS manufactured 1 , 50,000 
bags at a total cost of Rs61.61 lakhs 0 (Rs2 4. 59 lakhs cost of 
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+ Rs37 . 02 lakhs other costs) of which 1 ,3 7,587 bags were 
'il.ied to HEF duly accepted by Inspector of General Stores, 
~ahanpur, during March 1992 to June 1993. HEF , however, could 
use the bags due to deficiencies observed in the fabric by 

of ·Quality A£surance (ME) (CQA ME) Pune , in chemical 

Meanwhile, of the 1,68,292 metres of cloth received, 59840 
res costing Rs14.32 lakhs was rejected by OCFS in July/Augus t 
2 on the ground of deficiencies in chemical parameters and a 
· of Rs4. 37 lakhs wa s recovered from the firm. The balance 

of Rs9. 95 lakhs has not been recovered as of October 

Thus acceptance of unsuitable cloth in inspection by the a u-
rised inspector resulted in blocking of funds to the tune of 
6.97 lakhs towards the procurement of unsuitable cloth apart 

G>ffi Rs37 .·0 2 lakhs being the cost of manufacture of 1, 50, 000 
~s, excluding the cost of cloth . 

Ministry stated in January 1994 that the material was off
to sister factorie s for alternate use at their end to avo id 

ss to the state and OCFS received demands from two sister 
ctories for 20,653 me tres of t~e cloth (140 ems width) and 
spatched 5,106 metres till January 1994 . 

Ministry also stated that of the bags supplied to HEF, 
6,450 bags were utilised . and balance would be washed in due 

. 
Issue of Grenades wit~out igniters 

Mention was made in paragraph 35 of the Report of the 
omptroller and Auditor General of India, Union Government - De
ence Services (Army and Ordnance Factories) for the year ended 
1 March 1991 (No. 8 of 1992), about non-utilisation of 6.40 lakh 
renades valuing Rs772 . 20 lakhs by the Army as the corresponding 
gniter sets (Detonators) valuing Rs249 . 92 lakhs held by Army de

. ots were defective. The Ministry in their Action Taken Note, 
stated in November 1992 that Grenades which could no~ be issued 
tlue to non-availability of matching quantity of igniters, could 
e gainfully utilised with metallic detonators being produced by 
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Ordnance Factories . 

Furthe r examination of the case ·revealed that during 1991-
1993 Arrunun .ition Fc c tory, Kirkee issued 8 . 65 lakh Grenades to the 
Army against which only 0. 43 lakh detonators had been issued, 
leaving a deficiency of 8.22 lakh detonators . 

I 

The total sto ck of Grenades issued during 1991-92 and 1992-
93 that cannot be utilised by the Army was 8 . 22 lakhs valuing 
Rs2,022 . 12 lakhs (average cost) . 

The c a se reveals that due to failure to issue matching quan
tities of Grenades with detonators, the Army is holding 14. 62 
lakh Grenad es v aluing Rs2794 . 32 lakhs which cannot be utilised in 
case of op~rational necessity for want of matching detonato r s . 

Mi nis t ry stated in January 199 4 that apart from the above, 
2.6 lakh detonator s were also issued and the ordnanc e factories 
had planned supply of increased quantity of detonators from 1993-
94 to make up the deficiency e xpeditiously . 

58. Manufactur e o f an item wi thout firm o rder 

Based · on a t e ntative requirement of a Public Sector Under
taking (PSU) for the oil refineries for 607 to 717 tonnes Iso
propyl Nit J·ate (HN) per year during the period 1990-91 to 2000 , 
High Explo :;ives F l ctory Kirkee (HEF) enhanced its capacity for 
manufacture of IPN from 25 to 75 kilolitres per month at a total 
cost of Rs7 . 59 lakhs. The PSU placed an order in March 1991 on 
HEF for supply of 286 . 5 kilolitres !PN at Rs49,050 per kilolitre 
exclusive of duties , taxes and cost of barrel with a price varia
tion clause. HEF undertook manufacture of 300 k ilo l itres of IPN 
during Mar c h to October 1991 and issued 281.60 kilolitres to the 
PSU till October ~991 leaving a balance of 18.40 kilolitres IPN 
which was J.ying un i ssued. 

Witho ut obtaining a firm order in October 1991 HEF began to 
manufacture 50 kilolitres IPN and actually manufactured 11 kilo
litres during that month in anticipation of order. Total quantity 
of 29 . 4 kilolitre of IPN valuing Rsl3.14 lakhs is being held by 
the HEF as work-in-progress in~tead of finished semi as this was 
passed in inspection. Of this, 800 litres of IPN was issued to 
Hi ndustan Aeronautics Limited in December 1992 and thus reducing 
the quantity/stock to 28 . 6 kilolitre of IPN valuing Rs12 . 78 
lakhs . 
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addition to above, HEF is also holding raw materials val-
Rs16. 84 lakhs without any prospect of further utilisation. 

r as one of the materials is a volatile liquid there had 
n evaporation loss of 14.7 kilograms of that material valu-
4.25 lakhs during October 1991 to September 1992. 

anufacture of IPN for civil trade in anticipation of firm 
rder~ was contrary to the existing procedure laid down by 

OFB in June 1985; 

cost of unissued IPN passed in inspection is being shown a s 
work-in-progress instead of finished semi; 

raw materials valuing Rs16.84 lakhs procured for manufacture 
held by the factory without any prospect of 

, tilisation; 

prolonged storage there was evaporation loss of one 
raw materials to the tune of Rs4;25 lakhs; and 

28.60 kilolitres of IPN valuing Rs12.78 lakhs manufactured 
in anticipation of orders is being held by HEF without any 
immediate prospect of disposal. 

In September 1993, Ministry stated that efforts to persuade 
to place further orders were made but the requirement of IOC 
ged due to rearragement in the source of petroleum crude. 
'stry further stated that raw materials would be utilised on 
ipt of orders for IPN from a private firm, which were yet to 

Unintended benefit to a Public Sector Undertaking 

A Public Sector Undertaking (PSU) was identified by the Min
ry of Defence in November 1981 as a single indigenous source 
supply of stabilizers which were then being imported. These 
bilizers were for use by Heavy Vehicle Factory, Avadi (HVF) . 
orted cost of €ach s t abilizer from country 'A' was Rs8. 43 
hs and from country 'B ' was Rs9.65 lakhs. 

In March 1986, HVF issued a letter of intent to the PSU for 
igenous manufacture and supply of 250 sets of stabilizers 

·ding finalisation of the price and other terms and conditions 
supply to be negotiated and settled mutually. In a discussion 
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he l d in February 1989 between the representatives of PSU and Ord
nance Factory Board (OFB), the pr i ce payable by HVF was settled 
at Rs16 lakhs per set for fully indigenised stabilisers . The OFB 
also agreed in February 1989 to make an advance payment of 20 per 
cent of the cost of 250 sets which was reduced in March 1989 to 
200 sets by HVF due to resource constraints and Rs 640 lakhs were 
paid i n March 1989 to the PSU . HVF placed an order for 250 sets 
of fu l ly indigenous stabilizers at Rsl~ lakhs per set in Septem
ber 1989. The PSU supplied 20 sets in 1989-90 and between March 
and December 1990 supp lied 50 sets against another order of 

November 198 9. 

In December 1990 the PSU inter alia indicated that out of 70 

s t abilizers suppL;_ed , 20 were manufactured out of systems im
ported from country ' B ' and 35 sets contained sub units o f coun
try 'A'. As per the data available with HVF the value of 20 sets 
manufactured out of the materials imported from country ' B' 
worked out to Rs2 30. 20 lakhs agains t which HVF had paid Rs. 320 
lakhs , resulting in an unintended benefit of Rs 89 .8 0 lakhs to the 
PSU. 

Ministry stated in January 1994 that the matter i~ being re
examined with all concerned. 

60. Excess payment of sales tax 

In March 1981 , ·Government of Tamil Nadu reduced to four per 
cent the sales tax payable by any dealer for the sale of materi
a ls to the State and Central Government Departments which were 
otherwise taxable at a higher rate. The above sales tax conces
sion was not availed of by the Ordnance Factories in Tamil Nadu. 
When this was pointed out by Audit in May 1992 , Control ler of 
Accounts (Factories) , Avadi issued instructions in August 1992 to 
all the Accounts Officers of the factories under his jurisdiction 
to restrict the s2les tax paid to suppliers to four per cent, to 
review the past ~ases and to initiat~ action for recovery in the 
event of any excess payment . The results o f such reviews are 
awaited as of November 1993. 

A test check of payments made against supply orders issued 
by Cordite Factory Aruvankadu (CFA), Ordnance Factory Tiruchira
palli (OFT), Heavy Alloy Penetrator Project Tiruchirapalli 
(HAPP), Engine Factory Avadi(EF) and Heavy Vehicle Factory Avadi 
(HVF) by Audit during October 1992 to July 1993 revealed that the 
factories had admitted sales tax in excess of the prescribed rate 
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· r per cent in a large number of cases . The exc~ss payments 
ted in test checks covering the period 1988-89 to 1992-9 3 
ted to Rs27 . 47 lakhs fo r the above factories . 

Ministry stated in February 1994 that the sales tax conces
as not availed as the intimation to this effect was recei

rom Accounts Office between August and December 1992 only. 

Ministry fur t her stat ed that the excess payments made in 
ect of OFT for the peri od 1987-93 and for HAPP for the period 

to 1990-91 have been calculated as Rsl3 . 09 lakhs and of 
Rs0 . 68 lakh were recovered by HAPP from the pending bills . 

The total of all the ex cess payments made in respect of 
r factorie s a nd progres s of recovery of the same is being as
ed s eparately by the department as of February 1994 . 

in payme nt of electr icity bills 

According to the terms and conditions of payment of electri
y charges , in the event of any bill not being paid by the due 
e specified thereon , delayeq payment surcharge would be 
lised at the rate of 1/2 per cent per week or part thereof on 
total billed amount from the date of the bill till the date 

to be debited in the nex t b i ll. 

It was noticed by audit that Metal and Steel Factory , Isha
e (MSF) paid Rs4 . 45 lakh s during 1991-92 to M/s Calcutta Elec
c Supply Corporation Ltd . (CESC) due to delay in making pay

of electricity bills . 

MSF stated in December 1992 that cheques for payment of 
-ctricity charges were not released by the Accounts Office (AO) 
hin due date of the bills and surcharges claimed by M/s CESC 

as per their terms and conditions, had to be paid . 

An analysis for the delayed payments of the bills revealed 
at MSF took 1 to 7 days in presenting the bills to the AO, and 
e AO took 2 to 8 days in clearing the bills which was further 
mpounded by postal delays of 7 to 14 days . 

Had the payment of electricity charge~ been made in time to 
s CESC Ltd . , paymen~ of Rs4.45 lakhs as delayed payment sur
arge cou ld have been avoided . 

The Ministry stated in October 199 3, that to avoid such 
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situati ons the fa ctory and the Accounts Office are keeping clos 
liaison to prepare the cheques well within due dates and cheque 
are being delivered to CESC Ltd. by hand to avoid postal delays. 

62. Loss in execution of an order 

A contract was entered into in May 1991 between a buyer an 
a Public Sector Undertaking (PSU) in association with Ordnanc 
Factory Board ( OFB), for supply of 57 tonnes of a store along 
with another store to be manufactured at Ordnance Factory, !tars~ 
(OFI) . OFI produced 57 tonnes of store by December 1991 and 
ued to the buyer through the PSU in February 19 92. 

On receipt of the store I the buyer recorded a shortage of· 
5 . 25 tonnes in May 1992. On this being reported t he representa! 
t i ves of the PSU and OFB visited the buyer's premises in Jun 
1992 for investigation and observed that weights r e corded on th~ 
boxes were not as per the actual weights of the net contents. 

Al though no Board of Inquiry was ordered to find out 
reasons for the reported shortage, OFB decided in July 1992 to 
compensate the shortage and quantity of 5. 25 tonnes .of the stor~: 
valuing Rs9.56 lakhs was despatched to the buyer in April 1993. 

Ministry stated in January 1994 that the shortage was due td 
an error in the remotely controlled weighing system. At the same 
time, Ministry also stated that the reported shortage was mad~ ;_ 
good without drawing extra material from stock . This indicates.ill ' 
the possibil i ty of systematic overdrawal of materia l against 
ufacturing warrants. 

Thus the compensation of 5. 25 tonnes of the store 
convening any Board of Inquiry about the reported short 
~t buyer's end resulted in a loss of Rs9.56 lakhs to the 
ment which requires regularisation under rules. 
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CHAPTER V 

WORKS AND MILITARY ENGINEER SERVICES 

Conclusion of contr acts at extra cost due to delay i n 
obtaining financial concurrence 

Mention was made in t he Reports of the Comptroller and Audi 
or General of India, Union Government (Defence Services) for the 

, ears 1983-84 (Paragraph 22) and 1984-85 (Paragraph 21) and (Army 
and Ordnance Factories) for the year ended 31 March 1989 
~ Paragraph 98) and 1990 (Paragraph 83) about incurring of avoid
·~ble extra expenditure due to delay in according/obtaining finan
cial concurrence (FC) . In the remedial/corrective action taken 
·notes the Ministry of De fence (Ministry) had stated (February 
1 991) that to avoid delays Engineer-in-Chief (E-in-C) had issued 
·comprehensive instructions in April 1988 to al l Chief Engineers 
(CEs) . For expeditious progressing of FC cases the instructions 

d laid down a time schedule of eight weeks for initiating and 
~cessing of FC cases. As per these instructions CEs were re

quired to forward, inter alia, FC cases by hand within three 
,weeks of receipt of tende rs to E-in-C , and also to send replies 
t o the queries raised by E-in-C/Ministry by hand as minimum of 
five weeks were required by E-in-C . 

Despite these instructions, the following cases hav e been 
noticed in audit where-in, failure in obtaining FC of the compe
t e nt financial authority (CFA), within the validity period of 
tender, resulted in re-tendering and consequential extra e xpendi

to the tune of Rs 361 .2 3 lakhs . 

I 

Tenders for the provision of deficient married accommodation 
'."l r Of f icers and Airmen at a station were invited by a Zonal CE 

·~n February 1988 and received on 16 April 1988. The lowest offer 
of Rs 275.34 lakhs, valid upto 14 July 1988, involved financial 
liability of Rs300.72 lakhs which was beyond the amount (Rs280 . 09 
lakhs) available in the administrative approval . 

The Zonal CE forwarded on 25 May 1988 the case for obtaining 
to E-in-C who raised (9 June 1988) certain observations . On 

receipt of reply on 4 July 1988, the E-in-C made further observa
tions on 5 July 1988 and FC could not be obtained within the va
lidity of the offer. 
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-
Tenders fo r the second call were invited in Oct ober 1988 but 

due to paucity of funds , the date of receipt o f t enders was ex
t ended to 21 September 1989 . The amount of l owes t t ender , which 
was valid upto 5 October 1990, was Rs296.86 lakhs . A case for Fe 
was sent to E-in-C by the Zonal CE on 27 Oct ober 1989. E-in- C' s 
Branch raised ( 27 November 1989) certain obs erva t i ons and after 
protracted corresr~ndence among Zonal CE, E- in-C and Ministry, Fe 
was communi cated c:;ft.er a year in October 199 0 by wh i ch time the 
validity had already expired . 

The lowest of fer of third call f or Rs400. 84 l akhs was ac
cepted by Zonal CE on 4 June 1991 after obta ining FC resu l ting in 
extra expenditure of Rsl25 . 50 lakhs approximate l y. The extra 
expenditure would be more in respect o f certctin items o f •.'1iork 
costing Rs6.43 lakhs which were omitted in the third cal l . 

Ministry stated in November 199 3 that ~ 

delay had occurred because detailed scrutiny o f tende rs was 
required t o be carried out before f orwardi ng t.he c ase for 
FC ; and 

the extra expenditure was due t o unc e r t a i n market trend be
cause of Gulf war. 

This contention is not. tenable becaus e f or expecli:t i ous pro- -;, 
gressing of FC cases the instructions had been i ss ued in April 
1988. While the Gulf Wa r broke out in January 1 99 1 , c a ses f o r FC · 
were initiated a ncl_ processed much earl i er during May 1 19 88 a nd 
October , 1989 . 

Case II 

In August 1988 , Ministry accorded sanction fo r t he provision 
of other than married accommodation for an Inf a n try Battalion 
(Phase- I) at a station at a n estirnated cost o f Rs324, 19 lakhs, 
revised to Rs325 . 51 lakhs in May 1990 . 

Tenders for the part o f the work were invited by a Zona l CE 
in May 1990 and received on 5 September 1990 . The l nwes t off er of 
a fi r m for Rs349 . 12 lakhs , valid upto 3 December , 19 9 0 was in ex
cess of the prescribed tolerance limit of sanctioned amount . The 
Zonal CE on 6 October 1990 sent a proposal to the E-in- C f o r ob
taining FC. The observations made by E-in-C on 30 October 1~90 

could not be sorted out within the validity of offer. 

The lowest offer of Rs394 . 98 l akhs received in the second 
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!n March 1991 was considered reasonable and the contract was 
' uded by Zonal CE in June 1991 after obtaining FC of Min-
~ resulting in e x tra expenditure of Rs45.86 lakhs. 

Ministry accepting the facts stated in December 1993 that FC 
was ref erred back to the Zonal CE on valid observations and 

":dering became i nevitable as the contractor did not extend 
alidity. 

1988, Air Headquarters (HQ),sanctioned the provision 
and taxi track for parking of aircraft for an 
an estimated cost of Rs96. 15 lakhs. 

The sanction, inter alia catered for sub-surface drains on 
sides of proposed link taxi track and hard standing. In March 

9 the Zonal CE in i tiated a corrigendum for deletion of sub
[ace drains and inclusions of covered storm water drains from 
scope of the work. In June 1989, E-in-C communicated to Zonal 

·that Air HQ had decided that the sub-surf ace drains as catered 
in the sanction were acceptable and covered storm water 

ins were not required. Meanwhile, tenders for the work were 
14 February 1989 by deleting the drainage portion of 
The lowest offer of Rs106.28 lakhs received on 24 Oc
though found reasonable, could not be accepted as the 

the sanction was not sufficient to accept the 
mder. The CE sent in November 1989 a case to the E-in-C for ob
ining FC , Thouc;~h the validity of the lowest off er was up to 21 
nuary, 1990 which was extended upto 21 May , 1990, FC could not 
obtained and E-in-C advised the Zonal CE to retender. 

The provision of covered storm water drains for which draft 
:rrigendum was initiated by the Zonal CE in March· 1989 though 
mitially not agreed to by the Air HQ in June 1989 was agreed for 

in November 19 8 9 enhancing the sanctioned amount to 
lakhs. 

The lowest tender of Rs144 . 47 lakhs for the work taking into 
ccount the change in scope of work was received back on 17 Au-

1990 with date of validity upto 14 November 1990. 

The Zonal CE forwarded (14 September 1990) the case to 
'.-in-c for obtaining FC. FC was accorded on 29 November 1990 and 
· contract was concluded on 3 December 1990 for Rsl44.47 lakhs . 
The accepted amount of tenders of second call included a sum of 
· sl8.43 lakhs due to increase in the scope of work not included 
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in the first call. Therefore in respect of same items of works as 
in the first call for which the contract was concluded the amount 
works out to Rs126 . 04 lakhs (Rs144.47 lakhs - Rsl8.43 lakhs). 
Against this, the lowest tendered amount of first call was 
Rsl06.28 lakhs. Accordingly the extra amount of Rsl9.76 lakhs 
(126.04 lakhs - 106.28 lakhs) was incurred. 

The Ministry while accepting the facts as correct stated 
(November 1993) that delay in according FC occurred due to pro
tracted correspondence with Zonal CE on observations raised by 
E-in-C and extra e xpenditure incurred due to change in specif ica
tion of drains. The contention of the Ministry is not tenable as 
time schedule includes sufficient time for correspondence/obser
vations etc. Further the extra amount caused due to change in 
spef icication has not been taken into account while working out 
extra expenditure involved. 

Case IV 

The Ministry accorded (March 1991) sanction for provision of 
married accommodation for Junior Commissioned Officers and Other 
Ranks for a Regiment at an estimated cost of Rsl94.88 lakhs. The 
work was released for execution in March 1991 . 

In the tenders received by a Zonal CE on 3 September 1991, 
the lowest tender of Rsl88.53 lakhs valid upto 1 December 1991, 
was found to be in excess of the prescribed tolerance limit of 
sanctioned amount . The Zonal CE submitted the proposal for FC on 
14 September 1991. The FC however could not be finalised within 
the validity period of tender. 

The lowest offer of second call received in March 1992 for 
Rs204.94 lakhs wa s from the same firm of lowest rates of first 
call and was considered reasonable. The contract was concluded by 
the Zonal CE in August 1992 after obtaining FC,resulting in extra 
expenditure of Rsl6.41 lakhs. 

Ministry while accepting the facts stated (September 1993) 
that this was an exceptional case wherein the tenderer did not 
extend the validity period and increase in cost due to re-tender
ing was natural, but should be considered as deferred investment. 
The fact, however, remains that FC could not be obtained even 
though the validity period was of twelve weeks. 
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May 1988 , Headquarters (HQ) Western Air Command (WAC) ace
d sanction for provision of Station Sick Quarters and Station 
.th Organisation at an estimated cost of Rs71.95 lakhs revised 

· ~68.42 lakhs in May 1989. 

Tenders for part of building were invited by a Zonal CE in 
~ber 1989 to be received on 27 November 1989. The lowest ten
of Rs39 . 99 lakhs received on 15 January 1990 and valid upto 

March 1990 was found in excess of the prescribed tolerance 
it of sanctioned amount. The Zonal CE approached HQ WAC on 11 
ruary 1990 to obtain FC . The case remained under correspon
ce between Zonal CE and HQ WAC upto 21 April 1990 arid the low-
tenderer did not extend his validity . 

The lowest o f fer of second call for Rs50 . 31 lakhs received 
October 1990 ,( further reduced to Rs50 . 21 lakhs) was considered 

asonable and the contract was concluded by Zonal CE in February 
91 for Rs50.21 lakhs , r esulting in e xtra expenditure of Rsl0 .2 2 
khs . 

The Ministry while accepting the above facts stated that FC 
s initiated by the Zonal CE well in time and on account of ob

raised by HQ WAC there was delay in its finalisation . 

VI 

Ministry accorded sanction in August 1987 at an estimated 
of Rs198.54 lakhs to construct a Bomb Dump at a station . 

Tenders were invited by a Zonal CE in August 1988 , and re
eived in November 1988 . The lowest tender for Rs236 . 55 lakhs , 
alid upto 12 February 1989 , was beyond the prescribed tolerance 

of sanctioned cost of work . The Zonal CE submitted a pro
in Dece~ber 1988 to E-in-C for obtaining FC . 

Ministry ' s approval could not be obtained within the valid
~eriod of the tender due to E-in-C's observations . 

In October 1989,the Zonal CE forwarded approximate estimates 
Rs264 . 25 lakhs to E-in- C for obtaining revised sanction , 

hich was accorded by the Ministry in February 1991 at an estima
ted cost of Rs265.68 lakhs. Tenders based on the revised sanction 
ere received in November 1991. The lowest tenderer, however , 

revoked his offer of Rs285. 04 lakhs on 12 November 1991 and the 
considering the second lowest offer of Rs324.84 
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lakhs, reinvited tenders in January 1992. The lowest tendered 
rate s o f Rs343.73 lakhs received in the third call in January 
1992 wer e considered reasonable and contract was concluded in 

September 1992 after obtaining FC of the Ministry. 

Thus as tenders during first call of August 1988 were in-
' . 

vited by zonal CE,without first obtaining revised san ction, the 
lowest offer of Rs 343.73 lakhs in the third call had to be acce
pted r esulting in avoidable ex tra expenditure of Rs107 . 18 lakhs. 

The case was reported to the Minis t ry in August 1993; their 

reply has not been received (February 1994) . 

Case VII 

The Ministry accorded sanction in June 1986 for construction 
of 156 type II quarters at a Factory at an estimat ed cost of 
Rs113.49 lakhs in two storey construction . 

The revised approximate estimates of the 
by Zonal CE in July 1988 for Rs153.14 lakhs. 
work were invited by Zonal CE on 20 December 

work wer e initiated 
The tenders for the 
1988 and the lowest 

tender of a firm for Rs 107.16 lakhs was found reasonable . As the 
tendered cost exceeded the sanctioned cost by mor e than t he pre
scribed tolerance limit, the case was sent by Zonal CE for FC on 
24 February 1989 to the E-in-C. The validity of the offer upto 15 
April 1989 was further extended upto 10 May 1989 . 

Al though the case for FC was taken up by E-in-C , revised 
sanction could not be issued within the validi ty period of the 
tenders. 

-
In respect of tenders re-issued on 23 October 1989 by Zonal 

CE the lowest tendered amount of Rsl15.68 lakhs was found reas
onable but it exceeded the approved cost by more than the presc
ribed tolerance limit . . Zonal CE requested E-in-C in January 1990 
to obtain FC. The validity of the tender was initially upto 30 
January 1990 which was extended upto 30 June 1990. Since neither 
FC nor revised sanction could be obtained before 30 June 1990, 
this tender also lapsed. 

Revised sanction of the Ministry for Rs175.03 lakhs was is
sued in September 1990 which w_as amended to Rs217 . 14 lakhs in 
Ju l y 1991. Tenders for the work were finally accepted by CE for 
Rs 143.46 lakhs in February 1;91 resulting in extr a expenditure of 
Rs36.30 lakhs. 
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I nfructuous expenditure due to inadequacies in design and 
execut ion of works 

sanctions were accorded by Ministry of Defence (Min i stry) in 
mber 1984 (amended in September 1987 ) and October 1985 

?nded in December 1987) which inter a lia catered for the cons
ct i on of Hull and Turret Shop and Suspension Shop for an Ord
ce Factory at an estimated cost o f Rsl8 . 41 crores and Rs13.57 
res respectively. 

Based on the sanct i onsr Zonal Ch i ef Engineer (CE ) concluded 
bruary 1985/March 1986) two contract agreements for the cons
ction of the Hull and Turret Shop (building no.2) and Suspen
~ Shop (building no .6) at a cost of Rs8.53 crores and Rs6 .55 

0r es respectively. The works under contract agreements were 
pl eted in March 1988 and February· 1 989 at a cost of Rs7 . 81 

0r es and Rs6.48 crores respective ly . 

In October 199 0 the factory authorities reported shifting 
buckling of the trusses in building no.6 and requested the CE 

, a r range f or a critical inspection of the structure. In April 
91 , Additiona l Direc tor General Ordnance Factory (Addl. DGOF) 
quested Engineer- in-Chief (E-in-C) t o depute design experts to 
e factory for a critica l re-examination of the structural des 

of the building . 

Based on the direct i ons (May 1991 ) of E-in-C , the CE , Des igns 
Consu l tancy of stat ion 'A' carried out ( June 1991 ) site 

erutiny o:E the d i stress ana l y sis of the trusses and confirmed 
:adequacies in the bracing system which made the roof structure 
ak and structurally unstable and recommended immediate rectifi-

In August 198 8 , within six months of the completion of 
ui lding no.2, the factory authorities reported leakages through 
C sheets and roof extractors. The leakages were reported time 
nd again by the factory authorities to the CE since then. Subse
uent l y , in July 1991 physical deflection/tilts in the roof struc
ure and defect s i n gantry girders of buildi ng no.2 were reported 
o E- in- C's Branch by the CE . Therefore, E-in-C's Branch i n July 
991 accorded approval fo r expert consultancy to investigate the 
auses of the defects in bui l ding no . 2 and 6 . A sum of Rs2. 7 0 

akh s was pa i d upt o May 1992 a s consu ltancy charges . 

The r e port s ubmitted by one of the consultants in December 
pointed out t hat the d istress in trusses was the result of 
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the accumulated errors in design, erection and fabrication of 

trusses . 

In the meantime, Command CE convened (November 1991) a 
nical Board of Officers (Board) to investigate 
leading to the defects in building nos.2 and 6. 
out in May 1992 that distress observed in the roof structure 1~ 
respect of both the buildings was due to inadequacy in design and 
detail i ng structure and the defects in gantry girders in building 
no . 2 were due to lapses in execution . 

I n May 1992 the CE concluded a contract for strengthening of 
structural works in building nos.2 and 6 including replacement of 
damaged AC sheets in roof at a cost of Rsl . 79 crores . The 
fication work has not yet been completed (December 1993) . 

Ministry stated (December 1993) that the tilting of the tr~
sses of building no.2 and 6 was because of inadequacy of desigfl 
and detailing of structures . Ministry also stated that disciplin
ary action was being taken against the officials concerned by the 
E-in-C . 

The case reveals that the buildings constructed at a cost 
Rs14.29 crores were found defective due to inadequacy of design 
and lapses in execution . The rectification work contracted for 
Rs l . 79 crores in May 1992 was yet to be completed (Decembe:r; 
1993). 

£5 . Non-utilisation of ass ets due t o i mproper planning and 
sub-standard execution 

Ministry of Defence (Ministry) in July 1985, accepted neces~ 
sity of shifting the Army Receiver Station (ARS) from Delhi t9 
Meerut at an estimated cost of Rs500.46 lakhs and accorded sanc
tion for phase-I of the project for Rs172.72 lakhs, revised to 
Rsl99.72 lakhs in July 1988. According to this sanction, Phase- ~ 
of the project was to be completed by May 1990. The sanction en
visaged a sum of Rsll . 99 lakhs for obtaining 11 KV electric sup~ 
ply from the Uttar Pradesh State Electricity Board (UPSEBY 
against which Rs6.93 lakhs was deposited (December 1986) with 
UPSEB. 

For execution of Phase-I of the project, the Zonal Chief 
gineer (CE) , concluded four main contracts amounting to RslS0.87 
lakhs during March 1987 and January 1989. Twelve other 
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concluded by lower authorities at a sum of Rs78 . 68 lakhs. 

single men barracks constructed at a cost of Rs30 .2 1 lakhs 
arch 1988 under contract 'A' of Zonal CE, were not taken over 

;he users due to non-completion of technical accommodation and 
availability of electric supply. 

, Technical acconunodation constructed through contract 'B ' for 
9,26 lakhs and scheduled to be completed in December 1988 , was 
leted in October 19 91 . In January 19 9 0 , the concerned Area 
ander pointed out that the quality of construction was subs

A Technical Board held in May 1990 opined that as most 
,the wing walls had deflected , bulged and cracked due to inade
'te section , foundation and reinforcement used , wing walls would 
uire to be demolished and reconstructed on alternative design / 

aw in gs . In Jun2 19 9 O, the Area Headquarters (HQ) ordered a 
aff Court of Inquiry (COI) to investigate the sub-standard e x e
tion of work and to pin point the persons responsible and to 
bmit its findings by J uly 1990 . 

The COI pointed out (December 1991) inadequacies in the de
af the traverse and sub-standard execution of works and 

amed Engineering off i ce rs . The COI also opined that damp 
tches/water oozing from the floor of technical building still 
·rsisted despite half-baked measures for rectification ; and site 
cuments / records were not given due importance by the Engineer

Officers, as they rarely visited the site of work . 

In May 1992 , the Sub-Area HQ blamed· the earlier Garrison En
ineer (GE) and two Engineers-in-Charge for the defects . Without 
ssigning any reasons, new Sub Area . Commander gave his revised 
pinion in July 1993 and recommended disciplinary action against 
he latter GE and Commander Works Engineer ( CWE) for issue of 
ornpletion certificate without rectification of defects and also 
ecommended administrat i ve action against two Zonal CEs. While 
greeing with these revised recommendations, the Area Commander 
ointed out in August 1993 that no action could be taken against 
he former GE and Engineer-in-Charge, as they had retired from 
ervice and directed that possibilities of recovering the damages 

1rom the contractor for the sub-standard workmanship should be 
xplored and immediate steps initiated to recheck the structural 
tability of the retaining walls and rectify the defects . 

Two contracts concluded in November 1988 and January 1989 by 
onal CE for Rs62.61 lakhs for air-conditioning and electrificRt

Qon works scheduled to be completed in December 1989 and February 
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1990 respectively, were held in abeyance since March 1993 at 95 
and 98 per cent p~ogress, for want of three phase electric 

from UPSEB . 

In the meantime, the UPSEB in October 1991 revised their es
timates to Rs26 . O1 lakhs and accordingly the balance amount 
Rsl9.08 lakhs was deposited with the UPSEB in March 1993 . 

To execute the work of roads, paths and culverts , CWE concl
uded in February 1986 a contract for Rs20 . 81 lakhs with contrac
tor 'X' to be completed by March 1987 . The contractor could not 
complete the work as scheduled, despite e xtension granted upto 
July 1988. CWE in January 1993 cancelled the contract at the 
r i sk and cost of the contractor and ordered a board to prepare a 
list of incomplete and defective items of works. The board obser
ved in January 1993 that the work was defective and sub-standard. 
At the time of cancellation of work it was 90 per cent complete. 
Th e Zonal CE stated in July 1993 that the defects came to notice 
after payments of Rs 16 . 42 lakhs had been made. Risk and cost 
contract had been accepted in November 1993 and disciplinary 
action against the defaulter officials was also being initiated ., 
by Command CE. 

Thus, assets created (value : Rs236.94 lakhs) consisting of 
singl e men barracks, technical accommodation, ai r conditioning 
and electrification works, roads, paths and culverts are lying 
unutilised and an expenditure of Rs3 . 01 lakhs had been incurred 
till ~ovember 1993 on deployment of chowkidar·s for the watch and 
ward. Inspite of arrangements made for security cases of damage/ 
theft to the perimeter fencing and water/electric fittings were 
noticed, which were under investigation by a Staff COI convened 
in April 1992. 

Ministry stated in February 1994 that : 

rectification would be carried out after COI is finalised 
and accommodation taken over thereafter; 

proceedings of both CO Is had not been finalised so far 
(February 1994); and 

three phase electric supply was yet to be made available by 
UPSEB . 

The case reveals that : 

the necessity of shifting ARS from Delhi to Meerut was ,. 
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accepted by Government in 1985 . 
has already been spent upto March 
have not been taken over by the 
1994); 

Although, Rs236.94 lakhs 
1993, the assets created 
users so far (February 

technical accommodation completed at a cost of Rs74 . 66 lakhs 
is sub-standard requiring demolition of its wing walls and 
reconstruction on alternative designs/drawings; 

air conditi6ning and electrification work of technical 
buildings has been held in abeyance since March 1993 after 
incurring expendit ure of Rs64 . 41 lakhs; 

single men barracks constructed at Rs30 . 21 lakhs in March 
1988 have been lyi ng unoccupied; 

work of roads, pat hs and culverts executed for Rsl6 . 42 lakhs 
and found sub-standard have not been completed at the risk 
and cost of the contractor ; 

as a result of delay of four years in finalisation of a COI , 
action could not be taken against two Engineers held respon
sible for the execution of the sub-standard work as they had 
retired from service in the meantime; and 

findings of the COI conveyed in April 1992 to investigate 
the cases of damage/theft were yet to be finalis ed (February 
1994). 

Unfruitful expenditure on swimming pool 

Administrative Approval (A/A) for an Olympic size swimming 
ool 'at an estimated cost of Rs32 . 10 lakhs was accorded in Decem
er 1978 by Headquarters Eastern Command to complete the work by 

1980 . 

The work was given low priority during December 1978 to 
eptember 1981 . However, a contract was concluded in March 1983 

after obtaining financ ia l concurrence of Quarter Master General . 
~he work order was placed in April 1983 with scheduled dates of 
commencement as April 1983 and completion by April 1985. 

During execution of the work, firm 'A' apprehended that the 
design for swimming pool was not safe and requested the concerned 
authorities in June/November 1983 to recheck the design. Accord
ingly certain modifications/revisions found necessary in the de

af the swimming pool were made and one set of revised 
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drawings forwarded to the firm in February 1984 who observed 
revised foundation drawings had radi cal changes. The contention · 
of the firm regarding the changes in foundation design was accep
ted and nin e devia t ion orders were issued to increase the plinth , 
height etc . of the swimming pool. 

The firm intimated on 02 June 1988 that the swimming pool ,, 
taken over but it was not taken over because there were leakages , 
and defects . The firm was asked on 27 June 1988 to rectify the · 
leakages and defects but it did not take any action . 

A technical b oard was assembled in December 1991 to investi
gate the reasons f 0r leakages and other defects,which inter alia, 
observed : -

(a) that t h e def ·3cts/leakages etc . were primarily due to poor 
workmanship, lack of quality control and poor supervision of 
work during e xecution ; 

(b) that the firm ' s responsibility was yet to complet e certain 
i tems of work which formed part and parcel of the contract 
and 

(c) that work s were ex ecuted under eight agencies i nstead of one 
on a t u r n key basis, which resulted in considerable delay 
and lack of co-ordination . 

A notice was issued in January 1992 to the firm for rectifi
cation of defect s and comp l etion of balance items o f work by 
February 1992;othe rwise the work would be got ex ecuted at its 
risk and cost . But the firm filed a suit in September 1992 for 
restraining and prohibiting the Department from entrusting the 
work to any other person till the completion certificate was iss
ued to them and final payment made . 

A Court of Inquiry (CI) ordered in August 1992 stated in 
October 1992 that the complete CI would take considerable time 
for complet ion. 
being maint ained 
The expenditure 
Rs82 . 52 l akhs . 

CI observed that the swimming pool was neither 
by Milit ary Engineer Services nor by the firm. 
incurred on this work till October 1993 was 

Minis t ry stated (October 1993) that : 

defects had accrued in the completed work due to poor work
manship and low quality control ; 
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the contractor did not react to the various notices issued 
by the Department for re ct if ication of defects . The fin al 

. notice was issued in January 1992. The firm reacted to this 
notice by moving the court in obtaining a stay order against 
the Department for taking up the incomplete and rectifica
tion works through an alternative agency; 

the swimming pool was yet to be completed and rectified by 
the original contractor; and 

the entire issue was being investigated by the staff court 
of inquiry . 

The case reveals that : 

there were fai l ures on the part of the executives at all 
stages in planning, designing, contracting and poor supervi
sion of work during its execution; 

that the investment of Rs82.52 lakhs for the provision of a 
swimming pool has remained unfruitful as it has remained 
unutilised for more than five years (October 1993); and 

based on which administrative/disciplinary actions 
against the executives and the firm is to be initiated has 
yet to be finalised as of October 1993 . 

Construction of 
appropriation 

married accommodation and its re-

A Board of Officers (Board) recommended construction of 26 
ITunior Commissioned Officers ( JCOs) quarters and 14 Havildar' s 
quarters (alongwith pile foundation for additional 44 quarters in 
the near future) as against authorisation of 48 JCOs and 108 
Other Ranks quarters. 

Army Headquarters (HQ) accorded sanction in July 19 8 6 for 
RslOS.30 lakhs amended to Rsl05.95 lakhs in July 1988 for provi
sion of married accommodation for 26 JCOs and 14 Havildars which 
also catered for pile foundation/lifts/external services for the 
recommended future expansion of accommodation. The building work 
for 14 Havildar's quarters was completed in March 1990 at a cost 

. of Rs59.36 lakhs. 

The Station HQ, in November 1990, reappropriated the Havil
. dar 's quarters as 'student hostel' for the period from October 
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1990 which were subsequently reappropriated in May 1991 as Sainik 
Aramgah with retrospective effect, though this required prior 

Government approval. Therefore, re-appropriation of the Havild
ar's quarters as 'student hostel' and 'Aramgah' was not in order. 
Zonal Chief Engineer intimated in September 1992 that case was 
being projected for obtaining sanction of the Government of 

India. 

Ministry of Defence (Ministry) s tated (January 1994) that: 

a need was felt t o reappropriate 14 Havi l dar 's quarters to a 
youth hostel ini tially and thereafter o n realisation that 

t he reappropriatio n was not autho rised the reappropriation 
of accommodation for Sainik Aramgah was done purely as a 
welfare measure for all ranks in the stat ion as there was no 
Aramgah in the station. Further as the position with regard 
to availability of accommodation in Military Engineer Ser
vices Inspection Bunglow, messes to the transients * was 
*very adverse due to limited accommodation , reappropriation 
was made . A case was being projected for r egu larisation of 

the irregularity; and 

in the station there was a deficiency in the overall holding 
of the accommodation. Hence Compensation in lieu of quarter 
(CILQ) was being granted. Subsequently in September 1992 it 
was found by a Board that there was no deficiency of married 
accommodation . Therefore CILQ for the station was stopped . 

The case reveals that married accommodation constructed for 
Havildars at a station for Rs59.36 lakhs was re-appropriated with 
retrospective effe ct for purposes other than for which it was 
sanctioned/ constructed and the Havildars in the meantime, conti
nued to be paid CILQ uptil September 1992. 

68. Extra expenditure due to delay in finalisation of a wa t e r 
supply scheme 

In August 1981, Headquarters (HQ) Central Command initiated 
a proposal for a "Radial Well Scheme" for supply of sweet water 
to troops at Mathura at an estimated cost of Rs270 lakhs. The 
Ministry of Defence (Ministry) agreed to the proposal in November 
1981. Thereafter the matter remained under correspondence with 
various agencies, as Government tried to execut e the scheme as a 
j oint venture with State Government but this did not materialise. 

* Transients - mean defence personnels and their families while 
in transit. 
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In November 1984, the necessity for having an independent 
r supply scheme for t he station was finally accepted by the 
~stry and accordingly, a Board of Officers (Board) held in Oc
er 1986 observed that water supply scheme at Mathura would re

saving of Rs50 to 60 lakhs per annum on the following 

due to corrosive ef f ect of brackish water of Mathura, the 
life of vehicles and equipment was shortened by 15 to 20 per 
cent and Mathura being an equipment intensive Army Station r 
the effect of brackish water in terms of maintenance and re
plenishment was very high and the financial loss in terms of 
vehicles alone was about Rs16 lakhs a year; 

due to corrosive effect of brackish water on MES equipment 
and installation, there was a recurring loss of Rs8 to 10 
lakhs a year; and 

the existing system of supply of water through water trucks 
by deploying 20 vehicles solely for this purpos e had been 
entailing an approximate expenditure of Rs16 to 18 lakhs a 
year . 

As per Board, the approximate cost of the scheme was Rs7 . 86 
ores which was scrutini sed by Engineer-in-Chief ' s ( E-in-C ' s) 
anch and amended to Rs5 .84 crores in June 1988 and forwarded to 
arter Master General's Branch . 

The Ministry accorded sanction for the scheme in July 199 2 
an estimated cost of Rs6 . 41 crores to be completed within 

1/2 years from the date of release . The work was released for 
~ecution in July 1992 . The present progress of work as of Jan

only 0 . 5 per cent and expenditure booked against 
scheme so far was Rs160 . 61 lakhs mainly on account of cost 
pipes . 

The Ministry stated in December 1993 that on acceptance of 
ecessity in November 198 4, the detailed study including survey 
ork and feasibility report was carried out and the Board procee
ings were finalised. The Ministry added that the Board estimated 
he cost of project as Rs7 . 72 crores whereas it was sanctioned 
or Rs6 . 41 crores which was much lower . This is not tenable as 
he amount recommended by the Board in 1986 was reduced b y 
~in-C's Branch to Rs5.84 crores while scrutinising the approxi
ate estimates in 1988 whereas the sanction was accorded in 199 2 
as for Rs6.41 crores. 
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The case reveals that due to delay in sanction and impleme 
tation of the scheme evenafter it was recommended by Board , 
November 1986, there was cost escalation of Rs57 lakhs and Ar 
authorities had to incur recurring expenditure of Rs18 lakhs p~J 
annum on supply of sweet water to troops by trucks which cour_ 
have been avoided had the scheme been implemented expeditiously. ~ -

69. Delay in construction of Sainik Aramgah 

The Ministry of Defence (Ministry) accorded sanction in Au 
gust 1985 for construction of a building for Sai nik Aramgah a b 
New Delhi Railway station at an estimated cost of Rs116.65 lakhs . . 
The work was to be executed by the Railways and completed in:- . 
thirty months after the sanction of the estimates and rec~ipt o~ · 

the amount from the Defence authorities. The sanction provided· 
for payemnt of advance of Rs50 lakhs to Railways and the balance 
amount as and when required by them. 
Railways in 1986 (RslO lakhs in March 
September 1986). 

The advance was paid 
1986 and Rs40 lakhs 

In a meeting held in December 1986, the Railways clarified · 
to the Army officials that the location of Sainik Aramgah on the 
Ajmeri Gate side in the circulating area to the Railway statiop, . 
as decided earlier, was not possible as the same would conflict '. 
with the Railw~ys future requirements. The Defence authorities 
were, therefore, asked to indicate whether they would like to 
have the refund of the advance deposited. 

The Controlle r of Defence Accounts had advised the Zonal 
Chief Engineer (CE) in March 1988 for taking re f und of the ad
vance deposited with the Railways as no progress had been made on 
the project due to non- finalisation of site. 

On the request of the Garrison Engineer, the CE of the Rail
ways requested in June 1988 their Financial Adviser and Chief Ac
counts Officer to refund the amount deposited by the Defence De
partment after deducting Rs2. 33 lakhs on account of survey and 
planning charges at two per cent. The Defence auth~rities, how
ever, decided in December 1988 not to pursue the question of re
fund pending finalisation of revised site. 

After meeting the Railway engineers, the Zonal CE, inter 
alia, informed in January 1990 the Command Headquarters that: 

the previous proposal of construction of multistoreyed 
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building meant for Postal Department and Sainik Aramgah 
would not be cleared by the Delhi Development Authority ; 

the remodelling scheme of the Railway station on the Ajmeri 
Gate side recommended more rail lines and remodelling of 
station building and no other construction; and 

the construction of Sainik Aramgah at the New Delhi Railway 
station did not arise and therefore the advance could be 
taken back . 

Ministry stated in October 1993 that they were waiting for 
inalisation of remodelling plan s for the Railway Station by the 
ailways and were expecting feasibility of incorporation of their 
oposal in the overall remodelling plan . 

Ministry also contend~d that this transaction should not be 
i ewed as a financial i r regularity since the amount has been de-

' osi ted with a Department of Central Government . This is not 
enable as the Railways are a Commercial Department and money re
ained with them for seven years and there was consequent loss of 
nterest which wo r ked out to Rs35 lakhs (approx imately) as of 
ctober 1993 . 

The case reve aled that though there was no possibility of 
e construction of the Sainik Aramgah at the Railway station as 

'larified by the Railway s in December 1986, the Defence authori
take timely action to get the refund of the advance 
blocking up of funds to the ex tent of Rs50 lakhs for 

Non-utilisation of stores purchased without sanction 

A Zonal Chief Engineer (CE) without receiving any sanction 
r formal release of work/funds or go-ahead sanction, procured 
285.50 running metres ( RM) of cast iron (CI) pipes ('A ' class) 
f 450 mm dia valued at Rs47.53 lakhs during October 1981-January 
t983 against two supply orders pl~ced in July 1981 on two firms. 
•n the absence of availability of funds against any specific job, 
•he expenditure of Rs47.53 lakhs was booked to another sanctioned 
ob . 

Further, out of 7285.50 RM of pipes procured, 11 RM of pipes 
ere issued (May 1992) locally for minor/maintenance work(s) 
eaving a balance of 727 4 .50 RM still in stock. 
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In July 1992 , Zonal CE stated that in t h e r e v ise d 
.rejected to Engineer-in""'"Chief ' s Branch , pipes 'B' c l ~ss (450 ITUn), : 

instead of ' A' class , as already p r ocured , had b e en incorporated. · ~ 

However , sanction of the competent authority was s till awaited -.; 
.\ 

(June 1993). 

Ministry of Defence (Ministry ) stated (November 1993) that: 

Advanc e procurement action was take n t.o avo i d delay after . 
sanction/release of project . 

The advance procur ement action in retrospect wa s not an ap
propriate action. Howeve r , this i nvestment in t h e ultimate 
analysis would be to the a dvantage of State sinc e these 
pipes had been pro cured at muc h lesser cost a nd would be 
utilised in the work fo r a ugmentat ion of wate r s upply at 
Station ' Q' sanctioned in June 19 93, wh ich is expe c ted to be 
released for e xecution very soon . 

Departmental instructions had been i s s ued (November 1 993) 
avoid recurrence o f such ca s e s in future. 

Thus , 7285 . 50 RM of pipes ' A ' class (value d at Rs47.53 
lakhs) were procured without r eceipt of s a nction a gainst laid 
down works procedure while the actual requirement of the project 
was of pipes of 'B ' class. 7274.50 RM of pipes valued at Rs47.45 
lakhs were still lying in stock a s of Nov ember 1993. 

71. Avoidable payments ma.de to ~entral Public Works Department 

An Ins pection Bungalow (IB) at Shimla a nd us ed by t he Army 
was housed in a building constructed on Defence land by Central 
Public Work s Department (CPWD) in 1857 as Milita r y Engineer Ser
v i ces Department (MES) did not e x ist at that time . CPWD provided 
maintenance cover to the IB till 1981 and Contro lle r of Defence 
Accounts , Western Command (CDA) reimbursed the ma intenance c harges ~ 

to CPWD. Although MES started providing maintena nce cover to IB1~~ 
since 1982 , yet CDA continued to reimburse maintenance charges to 
CPWD till May 1992 when it was decided to discontinue this pract
ice. The charges so paid are yet to be ascertained and recovered 
from CPWD . 

MES came to know in October 1991 that the IB was actually on 
the Defence land . However, CDA continued to reimburse rental 
charges to CPWD till May 1992 . The amount of rental charges reim
bursed for the period 1982 to May 1992 works out to Rs46.40 lakhs 
(approximately). 
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Ministry stat ed (October 1993) that the reimbursement of 
~ntal charges to CPWD by the CDA had been made in perpetuation 
f the practice i n vogue since 1857 and these payments were dis
ontinued once the land status was confirmed and that the CDA had 
een approached to ascertain excess maintenance charges paid to 
pWD to initiate measures to recover the same . 

Procurement of an item at higher rate 

Regulat i ons p rovide that items of general stores for which 
.ate/running contracts have been arranged by the Director General 

©f supplies and Di sposals (DGSD) will not be obtained from any 
ether source . The Direct Demanding Officers are required to place 
supply orders direct on the supplier . A rate contract , for supply 
of various items of flourescent/decorative electrical fittings 
and their accessories for the period 1991-92, was concluded by 
DGSD with firm 'X' in Apr il 1991. Item 'A' of 20 and 40 watts 
conforming to Indian Standards Institute (ISI) mark of any manu
acturer was available in this rate contract at Rs45 . 40 each . 

Chief Engineer, Bareilly Zone (CEBZ) and Commander Works En
gineer (CWE) Agra in contravention of the regulations placed in
i:ients for item ' A' on DGSD instead of placing supply orders 
against ex isting rate contract. These indents were supported with 
roprielary article certificates (PACs) in favour of M/s Genelec 

Ltd . for item A even though all other makes which conform to ISI 
were found upto the mark by Military Engineer Services (MES) and 
were being used by them throughout the country . DGSD accordingly 
procured the indented quantities of item 'A ' through Acceptance 
of Tenders (AT) at abnormally higher rates . 

Details of cases are given below : 
I 

CEBZ placed five separate indents on 27 Jar:uary , 1992 on 
for arranging procurement of 9200 pieces of 40 watts and 
pieces of 20 .watts of item ' A' at an estimated rate of RsllO 

each to be delivered to five different consignees . One of the 
consignees was CWE, Bareilly who was having a copy of the rate 
contract which was received by them from firm 'X' in May 1991 as 
per which the rate of item 'A' ,was Rs 45 . 40 each . PAC certifying 

.that equipment manufactured by M/s Genelec Ltd. and no other make 
was acceptable was furnished in respect of each of these indents . 
As per indents, 50 per cent delivery was to be completed by March 
1992 and b::i.lance by June 1992. The PACs were deleted from the 
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indents and CEBZ intimated DGSD in February 1992 that the ite 

might be procured 11 as per ISI or any of standard/reputed mak 
like Genelec/Philips/GEC 11

• Meanwhile tender inquiry had be 
issued and DGSD pointed out on 24 February, 1992 that deletion o 
PAC . was not in order. DGSD, therefore, asked CEI3 Z to conf i . 

whether PAC stili held good. 

CEBZ~ in March 1992, confirmed the PAC against the indent 
without indicating any reasons. DGSD accordingly placed fiv 
separate ATs on an authorised agent of M/s Genelec Ltd. at sta 
tion 'Y' on 26 March 1992 for the supply of indented quant i ty a 
Rs183 each. The delivery was to commence in 25 days and comple~ 
ted by October 1992. Supply against the ATs was complet ed 

this schedule. 

In June 1992, t wo out of the five CsWE on receipt of items· 
indented for by them without receipt of a copy of the ATs,pointed 
out to DGSD and CEBZ that the rates of Rs183 given in AT was ab
normally high as the rate as per manufacturer's price list was 
RsllO, each. One of these CsWE also state d that the same make of ; 
item was available from local authorised dealers at the rate of 
Rs103. 45 each. The CEBZ requested DGSD to review the rates or . 
cancel the ATs.CEBZ also clarified the position to DGSD in August 
1992 that non-endorsing of copies of the AT~ by them was not a , 
mere oversight but indicated malaf ide intentions whi ch needed ; 
thorough investigation ; 

Meanwhile, DGSD informed the CEBZ in July 1992 t hat it was 
not legally/contractually possible to cancel the ATs. However, in 
the general condit ions of the contract forming part of the ATs, 
there is a provision that in case the prices charged by the con
tractor were found to be higher than the lowest price charged by 
the contractor f or the same item from any other customer, it 
shall be lawful for DGSD to revise the price at any stage or to 
termi nate the contract at the risk and cost. CEBZ, however, in
stead of insisting upon the DGSD to invoke this provision of AT, 
dir~cted in August 1992 all the consignees to accept the stores. 

Ministry of Defence (Ministry) stated (December 1993) that: 

CEBZ was not aware of the existing rate contract as they had 
not received· their copies; 

DGSD had not concluded AT with main manufac turer but with 
its authorised agent at an exorbitant rate causing l oss to 
the State; 
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DGSD was requested by CEBZ to cancel the ATs concluded at 
higher rates; and 

one of the ATs had been cancelled by the DGSD in July 1993 
without any financial repercussions on either side and 2800 
pieces of 40 watts and 1000 pieces of 20 watts of item ' A' 
received against this AT in June 1992 had been returned to 
the firm 'X' in August 1993. 

The fact, howe ver, remains that initial indents placed by 
were s upporte d with PAC without any justification resulting 

in conclus i on of ATs at higher rates by DGSD. Keeping in view the 
regular feature that DGSD concludes such rate contracts every 
year, CEBZ could have easily obtained a copy of the existing rate 
contract locally . This has resulted in an extra e xpenditure of 
Rs12 . 45 lakhs . 

II 

To cover the quantities of two indents for item ' A ' of 40/20 
watts manu f actured by M/s Genelec Ltd. placed by CWE Agra on 31 
December 1991 on PAC basis, DGSD placed two ATs on the same auth
orised agent in February 1992 for supply of 11,500 numbers of the 
above items by August 1992 at Rsl76.65 each . The stores were re
ce i v ed by the cons ignees in September 1992 . This caused avoidable 
expenditure of Rs 15 . 09 lakhs in comparison to the rates in the 

contra ct in t h is case . 

Ministry agreed that the ex tra expenditure could have been 
avoided by the DGSD provided the supply orders were materialised 
on the existing rate contract rather than concluding ATs at exor
bitant rates. The contention of the Ministry is not correct . It 
is evident that t h is course could have been possible for DGSD , 
had the indents been without PAC. 

The i nformation r egarding total quantities of item ' A' proc
ured by other MES formations was also called for from the Min
istry which supplie d (December 1993) the details of similar cases 
of procurement of the item at higher rates by two more forma
tions . The details o f these t wo cases are as given below: 

Case II I 

CWE De lhi Cantonment was a ware that a rate running contract 
e x isted fo r the item 'A' with firm ' X' and he was required to 
place sripp l y order against it but he instead ascertained the fea
sibi lity o f supply of the item f rom firm 'X' and when it show~d 
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its inabi lity, an indent for supply of 4000 pieces of 40 wat 
and 600 pieces of 20 watts of item 'A' was placed by them on DGS 
in January 1992. Thi s indent was also supported with PAC i 
favour of M/s Genelec Ltd. and no other make was acceptable: 
DGSD covered this quantity by placing an AT on the same autho i 
rised agent of M/s Genelec Ltd. at Rs180 each. Quantity of 4 
watts and 20 watts on order was increased in June 1992 to 500 
pieces and 7 5 O pieces, respectively by invoking the tolerance 
claus of the AT. Delivery was to be completed by October 1992. 
Complete supply was made during March-June 1992. Extra expendi
ture in comparison to the rates prescribed in rate cont ract of 
April 1991 worked out to Rs7.74 lakhs. 

Case IV 

Chief Engineer Delhi Zone placed an indent on DGSD in Decem
ber 1991 for procurement of 2000 pieces of 40 wat ts and 1000 
pieces of 20 watts o f item 'A' manufactured by M/s Genelec Ltd. 
on PAC basis indicating that no other make was acceptable. Acco
rdingly, DGSD concluded an AT with the same authorised agent of 
M/s Genelec Ltd in February 1992 for supply of the entire quan
tity by August 1992 at the rate of Rs173.65 each. Supply was made 
in March 1992. Extra expenditure on the procurement in comparison 
to the rates in the rate contract of April 1991 amounted to 
Rs3.85 lakhs. 

To conclude, 

The indents f or item 'A ' were placed alongwith PACs on DGSD 
without confirming the existence of rate/running contracts even 
though all other makes which conform to ISI were being used by 
MES throughout the country and even after having come to know 
about existence of rate contract, action to cancel the ATs was 
not taken. Procurement of item '~' at abnormally higher rates as 
compar ed to the rates of the rate contracts resulted in an extra 
expenditure of Rs21.13 lakhs . 

73. Extra expenditure due to failure in timely submission of 
revised estimates 

In September 1987, the Army Headquarters (HQ) accorded Admi
nistrative Approval (A/A) for provision of married accommodation 
for J unior Commissioned Officers and Other Ranks at a sta~ion, at 
an estimated cost of Rs103.26 lakhs. The work was scheduled to 
be completed by May 1990. In November 1988, the cost of the A/A 
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as revised to Rsl09 . 02 lakhs as estimates for certain works were 
either not included or not properly assessed . 

In order to get more compe!:itive offers the job was split up 
four groups and tenders were issued during March-May 1989 

and received back in August 1989 . The lowest offers were for a 
total sum of RsllB . 14 lakhs . 

The offers were valid upto April 1990. As the amount of 
lowest offers (RsllB.14 lakhs) including liability worked out to 
Rsl23 . 75 l akhs exceeded the A/A amount the Chief Engineer (CE ) 
sent in October 19 8 9 a case for financial concurrence ( FC) for 
Rsl23 . 75 lakhs to the Engineer-in-Chief (E-in-C) . In March 1990 , 
the CE intimated the E-in-C that the amount of anticipated over
all liability for the job would be Rs132.53 lakhs as certain 
i tems of work relating to external electrification were not inc-
1 uded in the tenders under consideration. 

The E-in-C advised in April 1990 to revise the approximate 
estimates for issue of a Revised A/A. The CE sent the revised 
approximate estimates (RAEs) in January 1991 for Rsl59.66 lakhs , 
The Ministry of Defence (Ministry) issued the · revised A/A for 
Rsl65 . 47 lakhs in November 1992 . The CE concluded two contracts 
in November 1992 one with firm 'A' and another with firm ' B ' at a 
'total cost of Rs . 154. 5 3 lakhs. The work on both the contracts 
,commenced in January 1993 and was scheduled to be completed by 

1993 . The progress of work was 17. 5 per cent (October 
19 93). 

Ministry stated (November 1993) that the E-in-C branch re
turned the FC case due to late processing of FC case, delayed 
tender action and change of competent financial authority (CFA) 

Chief of Army Staff to Government of India . 

The fact, however, remains that instead of sending the case 
obtaining FC to E-in-C 's branch, RAEs to obtain Government 

sanction should have been initiated . Further E-in-C 's branch also 
took six months in informing the above facts to the CE in April 
1990. Moreover omission to include certain items relating to e x 
ternal electrification and improper estimation of the work had 
resulted in avoidable delay in commencement of work resulting in 
increase in cost of the work by Rs36 . 39 lakhs . 
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74. Unauthorised construction of auditorium-curn·-confer ence 

The s c ales o f accommodation (SOA) for De fence Se rvices a 
thori ses the provi s ion of auditorium- cum-cinema halls of variou 
sizes on station basis, at the stations wi t h strength of 
above 1000 only. 

In Oct ober 1989, Headquarters Western Air Command (HQ 
acco rded sanct i on for works services for a Technica l Trainirt 
School at an Air Force (AF) station at Rs63.8 2 lakhs, wh i ch inc
luded the provision of auditorium-cum-conference hall fo r Rs27.SO 

\ --

1 akh s. The sanction was revised iq August 1990 to Rs74.96 lakhl 
having the provision of auditorium-cum-conference hall fo~ 

Rs33 .12 lakhs. Against the provision of auditorium-cum-conferen~~ 
ha l l , the authority of SOA quoted in th~'< . s anction s was, 
for the prov is ion o f au di tori um-cum-cinema"-· ha 1 J. 

The Zona~ Chief Engineer concluded (Janucq-y 1992) a 
fo r Rs5 6 . 3 9 lakhs to execute the works serv ices"'-..tor the 
which included auditorium-cum-conference hall at a c o s t 
Rsl 9. 76 lakhs to be completed by January 1993 and was 
by 62 per cent as of November 1993. Ministry of Def enc~,, _,, 

(Mini stry) stated in November 1993 that the audi tor i um-cum-con-
ference hall was sanctioned to meet the requi rement of the AF , 
School to impart training and it was not an auditorium-curn-cinem~-

hall. Suitable instructions with regard to sanctioning o f 
rised works had been issued . 

Thus , an auditorium-cum-conference hall in a Tra i ning 
lishment h as been sanctioned for Rs33.12 l akhs and is being cons ; 
truc ted in contravention of SOA and therefore expenditure incu~ 

rred on its construction requires to b e regularised by the 
ernrnent of India. 

75. Avoidable expenditure due to wrong se l ection of site 

On the recommendations of a Board of Officers (Board ) Head
quarters (HQ) Central Command (CC) accorded sanction in August 
1988 for the construction of 8 Type 'C' a nd 45 Type 'B' quarters . 
fo r Military Engineer-. Seryi_ces (MES) key personnel at Bareilly at 
a n estimate d cost of Rs66.52 lakhs, amended in October 1988 to 
Rs 66. 74 lakhs. - The work was released fo r execution in February _, 
1989 a nd was to be completed in 100 weeks by December 1990. 

In May 19 c 9 Mi litary Farm (MF), Bareilly informed the local · 
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ation HQ that the land on which Type 'B' quarters were to be 
,pstructed belonged to them and no construction work could be 
,rried out till the land was permanently transferred . The matter 
. garding this land remained under correspondence between MES, 
efence Estates Officer ( DEO) and staff authorities. Station HQ 
dered a fresh board for the re s iting of said accommodation 

:ich recommended (January 1990) another land adjoining the old 
fo r construction of Type 'B' quarters. 

Tl:: •::; z ,)nal Ch i_ ef Engineer (CE) issued tenders for building 
erk a nd external services in October 1990 and the contract was 
IDnclude d in July 1991 for Rs81 . 08 lakhs after obtaining Finan
aal Concurrence (FC) . Another contract for the overhead reser
oir alongwith fencing and gates was also concluded in July 1991 
or Rsl0 . 15 lakhs after obtaining FC . The entire work was comp
eted in September 1993 at a cost of Rsl21. 89 lakhs . 

In November 1991, Army HQ issued corrigendum increasing the 
aunt of sanction to Rs109.78 lakhs wh ich included Rs30 . 98 lakhs 

to escalation in the cost o f proj ect. 

HQ Me e rut Sub Area ordered a Staf f Court of Inquiry (CI) in 
ugust 199 1 to inv estigate the lapses t hat had occurred in plan
j ng of the work and delay resulting ~ n tremendous increase in 
, e cost of project. The finalised p roceedings of CI were sub
itted to local station HQ in April 199 2. The CI opined that : 

the representative of DEO did not object to the in i tial 
board of December 1987 regarding part of land belonging to 
MF where MES construction should not have been undertaken 
which resulted in a delay of 26 months. CI held the repre
sentative of DEO negligent in performing his duty and blamed 
him for the enormous delay; 

the then Officer Commanding of MF was blamed for intimating 
the station HQ regarding his objection as late as one year 
and four months from the date of completion of siting by the 
initial board of December 1987; 

local station HQ was blamed for not keeping thems e lves 
abreast with the rules and regulations, which resulted in 
the wrong siting by the board; 

the Zonal CE had contributed to delay of approximately four 
months for ro t issuing the tender within the stipulated 
time; and 
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Engineer-in-Chief's Branch had added to a delay of apppr 
mately five months for according the sanction for FC. 

In June 1992 the General-Officer-Commanding (GOC) of 
cerned HQ Area recommended on the proceedings of CI that no 
was to be blamed and the case be closed. However, after more f 
one year, in August 1993, the GOC revised his earlier rec 
mendations and held that the Presiding Officer of the init .'~ 

board of December 1987 and representative of the HQ Sub-Area w ~ 
also partially responsible and directed that a written warning )) 
issued to these o f ficers and also recommended that suitable a) 
exemplary departmental action be taken against the representati 
of DEO for performing his assigned task in a perfunctory manne 
These recornmendati ~ns were agreed to (September 1993) by the GO 
in-Chief, CC. 

Ministry of Defence (Ministry) stated (September 1993) that 

the original site had to be changed because the same was re 
quired by MF and consequent time lag in completion of wor 
ana increase in the cost of project was because of the proc 
esses and channels involved in the departmental 
and 

the corrigendum was accepted and issued by Quarter Maste · 
General's Branch after analysing all the reasons for dela 
as well as escalation in cost, as such there was 
expenditure. 

The fact remains that the project could not be commenced in 
February 1989 solely due to its sanction on improper site belong-' 
ing to MF. Thus, sanction for 53 quarters for key personnel of 
MES on MF land in August 1988 was erroneous and the approval of 
work on an alterna t e site took further 18 months. There was also 
delay in inviting tender and according FC. As a result, the work ~ 

targetted to be completed in December 1990 was completed 
September 1993 at an extra expenditure of Rs30.98 lakhs on 
aunt of escalation. 

76. Establishment of an Army Public School 

As per scales of accommodation for Defence Services 1983, 
the accommodation for children's school may be provided at mili
tary stations where such facilities were not available and when 
it had not been found feasible by the concerned educational 
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uthority to establish the children's school. This 
hall be at the discretion of the General Officer 

(GOC), Area or equivalent authority. 

provision 
Commanding 

However, under the above provisions, an Army Public School 
(APS) was opened in May 1985 at Dagshai Cantonment, for which ap
proval was accorded by Army Headquarters (HQ) in August 19 85, 
though it required pr i or Government approval as APS is not cov

by the above scales . 

The APS was being run in military buildings with book value 
Rs26.47 lakhs, vaca ted on move out of an Infantry Battallion . 

special repairs to the se buildings, inter alia with other build
ings, were also carried out at a total cost of Rs82 . 00 lakhs be
t ween 1985 and 1988 . 

The concerned sta tion HQ had in December 1986 , initiated a 
for t emporary re - appropriation of the buildings occupied by 

the APS on no cost basis, without taking into account the expen
incurred/to b e incurred subsequently on their repairs/ 

modifications. While according sanction in February 1987, for 
temporary re-appropria tion, GOC Area also recommended that case 
be taken up with Ar my HQ for permanent re-appropriation of 

to APS . The HQ Western Command (WC) projected the case 
to Army HQ in June 1987 for transfer of the existing assets to 
APS on permanent basis who further took up the matter to obtain 
Government sanction. 

HQ WC stated (January 1994) that: 

the Chief of Army Staff had already set aside adequate funds 
from the Adjutant General's Welfare funds to pay the cost of 
re-appropriation of the buildings; and 

Government sanction for the transfer of assets was still 
awaited. 

The case reveals that: 

in contravention of scales of accommodation, an APS is being 
run a t Dagshai i n military accommodation having book value 
of Rs 2 6.47 lakhs , without prior Government sanction; and 

the book value of Rs26.47 lakhs of military accommodation 
being used by APS plus expenditure incurred on its repairs 
and additions/al t erations has not been adjusted/paid so far . 
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The case was referred to the Ministry of Defence in Sept · 
ber 1993; their reply has not been received as of February 1994 

77. Extra expenditure due to delay in execution of work 

In July 1985, a Board of Officers (Board) convened to 
the requirement o f work services at an Air Force (AF) 
recommended the construction of three e xplosive storage 
(sheds). The Air Command, however, recommended construction o 
four sheds without mentioning any reasons . Subsequently, in Feb 
ruary 1986 another Board recommended the air-conditioning (A/C) 
of one of these sheds. 

Air He adquart ers (HQ) accorded sanction for construction 
four sheds with allied services in December 1987 at 
Rs90. 07 lakhs. I t did not i nclude A/C in one of the sheds. 
time required for the Y ~rt was two years. 

In April 1988, the Air Command intimated the Zonal Chief 
gineer (CE) that A/C of one of the sheds was a vital requiremen~ · 

-· without which the users requirement would not be met. The Zonal; · 
CE concluded a contract in October 1989 for construction of three 
sheds with allied services for a lump sum of Rs77.05 lakhs. The . 
work was completed in October 1992. 

Meanwhile corrigendum for provision of fourth shed with 
was issued by Ai r HQ in November 1990, revising the original , 
sanction to Rs119.70 lakhs which included Rs7.36 lakhs for provi-

1 

sion of A/C plant. In February 1992, the Zonal CE concluded . an- ~ 

other contract for the construction of fourth shed for Rs41. 44 
lakhs which was- completed in June 19 9 3. 

Based on the cost as per accepted contracts, Ministry of De-
' fence (Ministry) issued (December 1992) . a revised sanction for 1 

Rs150.07 lakhs which included the amount of Rs23.54 lakhs approx
imately on account of additional escalation due to market varia
tions and difference in cost of stores, as compared with the re
vised sanction of November 1990. In the absence of A/C storage 
accommodation, alternative arrangements for storage of explosive 
stores received between December 1989 and June 1990 were made by " 
providing four window type A/Cs, sixteen desert coolers and e i ght 
air circulators at a cost of Rs3.75 lakhs. 

Ministry state d (November 1993) th?t : 

while preparing Approximate E~timates the Engineers did not . 
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cater for A/C work for one shed and as a result it wa s not 
included in the sanction accorded in December 1987 ; and 

the additional expenditure is due to increase in the scope 
of work by user s from the original sanction and was not 
avoidable as entire cost was borne for additional work ser
vices provided . 

The contention of the Ministry that the additional e xpendi
ure was due to increase in the scope of work is not tenable as 

the additional expendi t.ure of approximately Rs2 3 . 54 lakhs had 
een caused due to escalation over and above incorporated i n the 

revised sanction of November 1990 , which was avoidable had the 
been completed as scheduled . 

Thus , due to non-provision of A/C for one of the sheds in the 
original sanction as recommended by the Board , the project s ched
uled to be completed by December 1989 was completed in June 1993 
resulting in avoidable expenditure of Rs23 . 54 lakhs approx imately 
on the construction o f four sheds . Further , in the absence of 
availability of an A/C shed, alternative arrangements for storage 
of the sophisticated weapons had to be made by incurring an 
avoidable expenditure of Rs3 . 75 lakhs on the provision of window 
type air conditioners, room coolers and air circulators etc. 

Short r e covery of ele ctricity charges 

Mention was made in paragraph 18 of the Report of the 
Comptroller and Auditor General of India, Union Government , Defe
nce Service s for the year 1985-86 about short recovery of Rs15 . 23 
lakhs from the Defence Services Off ice rs' Institute ( DSOI) at 
station 'A ' on account of electricity charges for the period 
September 1975 to March 1985 . In the Action Taken Note, the Min
istry of Defence (Ministry) stated in September l987 that efforts 
were on to recover the amount from the Institute and that from 
April 1985 onwards, payment was being made at revised all-in-cost 
rates and i nstructions had been issued to all concerned to moni
tor recoveries correct l y . 

Further examination revealed that Military Engineer Services 
(MES) issue d arrear bills in November 1987 for Rs21.68 lakhs for 
the period from November 1967 to March 1985 and also issued no

to DSOI in January 1988 and November 1990 that if arrears 
not paid, electricity supply would be disconnected without 
further notice. The Qua r~er Master General (QMG) Branch 
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advised in November 1990 the MES that as the case for waiving the 
arrears of electric charges was being taken up with the authori~ 
ties, action for disconnection of the electricity to the DSOI 
should be deferred . 

Although a proposal to appoint an Arbitrator to settle dis
pute of payment was initiated in QMG Branch in July 1991, the Ar
bitrator had been appointed after approximately two years in May 
1993 with instruction to publish his findings and award by 
September 1993. 

Further, contract demand in the agreement of December 1969 
between the MES and DSOI was 250 KVA which could be exceeded by 
the MES provided not less than twelve months notice was 
joint inspe ction conducted in March 1987 revealed that: 

the electric meter initially installed for the original 
of 250 KVA was not recording the consumption correctly ei
ther due to defect in the meter or due to tampering; 

the transformer for the additional load of 250 KVA installed 
during 1985-86 was without a meter; and 

the third transformer of 100 KVA installed at Pump House was 
also without a meter. 

Further transformer of 250 KVA installed in 1985- 86 by DSOI 
was without knowledge of ME~. Revised agreement for 600 KVA in 
place of existing 250 KVA agreement was, however, yet to be fi na
lised (December 1993) even after six years. 

The Zonal Chief Engineer (CE) gave the decision i n April 
1987 that supply to DSOI wil l be metered by installing High Ten
sion (HT) metering equipment at sub-station. The bulk supply me
ter was installed and commissioned in February 1989. The reading 
of the bulk supply meter was taken by the MES authorities in 
April 1989 and the reading was recorded as 74080 units. There
after for more than three years no reading had been taken due to 
non-working of the meter, which was made serviceable only in 
April 1992. The Ministry stated in December 1993 that billing 
from August 1992 onwards is based on HT meter, which covers the 
complete load of DSOI. 

MES had been billing only for load of 350 KVA upto July 1992 
against the actual loa'O of 600 KVA at DSOI and out of this, 
bill i ng for load of 100 KVA at pump house of DSOI had been done 
on average basis a s meter installed there was burnt and remained 
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unserviceable. On being pointed out by Audit, MES had raised 
(October 1993) bill for Rs14. 04 lakhs from April 1985 to July 

. 1992, for the remaining load of 250 KVA based on average consump
as per the recorded reading from HT meter. 

The s upply of electricity to DSOI through MES, though under 
agreement, has not proved to be satisfactory and had resulted 
arrears of Rs35 . 72 lakhs for the period November 1967 to July 

Ministry stated (December 1993) that : 

the arrears were not cleared by DSOI being disputed claim 
evenafter vigorous efforts made at various levels . Finally, 
after deliberation at highest level at Army HQ/QMG Branch it 
was decided in December 1991 to refer the case to Command CE 
for arbitration; 

delay in appointment of Arbitrator by Command CE was due to 
seeking certain clarification on the issue as well as giving 
due notices to both parties for obtaining their concurrence . 

revised agreement for 600 KVA was under finalisation 
(December 1993); and 

DSOI was requested to arrange supply from Delhi Electric 
Supply Undertaking . However, they continued to obtain sup
ply f r om MES . 

The fact, however remains that there had been irregular ex
electrical supply · to DSOI for 350 KVA for the last eight 

years. Although there was specific clause in the agreement with 
the DSOI regarding disconnection of supply without any further 
notice in case of non-payment of bills it was not invoked . 

To sum up: 

Despite Ministry's assurance in 1987 that efforts were on to 
recover the arrears of Rs 21.68 lakhs from DSOI, no recovery 
has been effected evenafter a lapse of six years. The case 
has, however, been referred for arbitration in May 1993. 

Against the authorised load of 250 KVA_, connected load in 
DSOI for the last eight years was 600 KVA, and the revised 
agreement for enhancing the load was yet to be finalised 
(December 1993) . 
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DSOI had installed a transformer of 250 KVA without kno_ 
edge of MES and additional load remained unbilled/unmete 
for seven years. The arrear bill of Rs14.04 lakhs for th 
load had been forwarded to DSOI in October 1993 , after 
was pointed out in Audit. 

The additonal l oad of 100 KVA at pump house of DSOI also r 
mained unmetered for eight years due to defective/burnt 
ter and billing had to be done on average basis. 

79. Acceptance of sub-standard furniture 

A Commander Works Engineer (CWE) concluded an item rate coni.', 
tract in February 1989 with firm 'X' for manufacture and supplt~ 

of s t eel furniture at a cost of Rs 21. 25 lakhs. The items 'o f . 
furniture were to be supplied to a Signal Records Office (user). 

The s amples of each item of furniture manufactured by con~ 
tractor were approved by the Garrison Engineer (GE) during Augus 
1989 to December 1990 and supplies were also made during the same 
period. The furniture supplied was inspected by Boards of Offi
cers (Boards) and taken over on charge by the GE. 

Eight lots of furniture costing Rs5. 28 lakhs were issued by· 
GE to the user between September 1989 to April 1990 and taken 
over on charge by the user. However, in October 1990 the user re~ 
ported to the GE and the Station Headquarters (HQ) that the qua
lity of furniture was very inferior and ordered a Technical Board 
to check the furniture i terns. User further stated that pending 
approval of the Technical Board, no further supply would be acc
epted. The GE, however, continued to issue and total quantity of ~ · 
furniture costing Rs19.23 lakhs was issued upto June 199 1 . But 
furniture costing Rs4.17 lakhs issued to the users had not been · 
accepted by them and the balance quantity of furniture costing 
Rs2 . 02 l akhs was lying in the stock of GE (September 1993). 

A Board convened by the users to carry out qualitative 
checks of only one item (chairs) of furniture, assembled in Jan~ 
uary 1991 found that the ma~erial used was grossly inferior and 
sub-standard in quality. The defects noticed were intimated to 
the GE and Station HQ in January 1991. A staff Court of Inquiry 
(CI) was ordered on 22 January 1991 to investigate the circum
stances under which such inferior quali t y furniture was accepted 
by t he MES. However, the inquiry was still in progress as of 
Sept ember 1993 . 
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Qualitative checks of another item of furniture (steel almi
rahs) were carried out on 50 per cent (approximately) of the to
tal quantity of this item by the concerned Barrack Stores Officer 
(BSO), who found 27 major defects in the item which were inti
mated to the GE on 08 January 1992. The GE, thereupon, asked the 
contractor on 18 January 1992 to rectify these defects by 30 Jan-

1992 but the contractor did not respond. 

Inspite of GE being aware of the inferior quality of the 
furniture supplied by the contractor, final payments amounting to 
Rs3 . 34 lakhs were released to the contractor in December 1990 and 

Ministry stated in Septembr r 1993 that : 

regular notices had been issued to the contractor between 
July 1990 to February 1992 for rectification of the defects 
of furniture but he had not responded to the departmental 
directions; and 

final payments of Rs3 .34 lakhs were released to the contrac
tor after the Inspecting Boards approved the furniture. 

· Thus, due to clear ance of furniture by the Inspecting Boards 
without exercising proper checks, failure of GE to intimate de
fects observed during qualitative checks to the contractor within 
the maintenance period of six months and releasing of final pay
ment to the tune of Rs3 . 34 lakhs even though GE was aware that 
furniture supplied was of inferior quality, furniture costing 
Rs21 .2 5 lakhs received was of sub-standard quality and not confo
rming to the specifications of the contract .C I ordered in January 
1991 had not been finalised even after more than two and half 
years of its assembly. 

Non-utilisation of an asset due to defective construction 

In September 1981 Ministry of Defence (Ministry) accorded 
sanction for provision of other than married accommodation for 
certain Army units at a station at an estimated cost of Rs423 .68 
lakhs including Rs75.96 lakhs for external water supply. 

In November 1983, Commander Works Engineer (CWE) concerned 
concluded a contract with firm 'A' for Rs45. 03 lakhs for water 
supply scheme whi~h, inter alia, catered for an overhead reser
voir of two lakh gallons capacity. The firm commenced the work in 
December 1983 to be completed by December 1984. However, as the 
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wcrk did not progress satisfactorily, the contract was terminat 
in August 1986 after 75 per cent progress. The value of work do 
by the firm was Rs35 . 94 lakhs against which Rs28.85 lakhs had al~ . 

ready been paid. When the final bill of the firm was prepared, , 
sum of Rs21.49 lakhs was found due to the Department. This wa 
disputed by the firm and the Department appointed an arbitrate 
in September 1987 whose award is still awaited a s of 
1993 . 

The CWE concluded a fresh contract with firm ' B' in Februar 
1987 for Rs 25. 80 lakhs to complete the left over work at the 
risk and cost of the defaulter firm. The firm commenced the work 
in March 1987 to be completed by December 19 87. However, during 
the execution of the left over work, it was noticed in July 1989 · 
that there were major defects in the work o f overhead reservoir~ • 

which endangered the structural stability of the reservoir. A. ' :. 
Board held in August 1989 to assess the suitability of overhead 
reservoir from the quality of construction point of view, opined 
that (a) acceptance criteria for concrete had not been as per r.s : 
provision (b) the concrete had honey combing and the body of the ; 
tank had dampness with little water inside, (c) the quality of 
work was very poor and below specifications and (d) no documents 
including work diary were maintained. The Department did no t go ~ 

in for corrective measures anticipating heavy expenditure and . 
the work was fore-closed in March 1991 after 97 per cent prog
ress. The total expenditure involved on t he construction of ·. 
overhead reservoir ·worked out to Rs 10 . 54 lakhs. 

The Department stated in February 1993 that the water 
scheme was made functional by direct pumping. 

Ministry stated in November 1993 that : 

the quality of work executed was poor and below s pecifica
tions. For poor workmanship and lack of supervision in the 
c onstruction of water tank, the matter was referred to the 
Area Headquarters (HQ) to order a s taff court of inquiry 
(CI); and 

t h e quotations for ~ectif ication of defects were received in 
Se ptember 1991 from specialist firm f or Rs 10 . 99 l akhs but 
p e nding publicat ion of. arbitration award, · rectifications/ 
r epair works, if undertaken, might have created legal comp
lications and therefore this work was not undertaken . . 
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The case thus reveals that : 

due to the laxity of engineers, the firm 'A' used sub-stan
dard material which led to the poor quality of construction 
and it endangered the structural stability of the overhead 
reservoir . CI to fix the responsibilit.y was yet to be fina
lised (November 1993); 

the Department did not go in for rectification of defects of 
the reservoir ant i cipating heavy expenditure for more than 
two years and thus expenditure of Rsl0 . 54 lakhs already in
curred has proved unfruitful ; and 

recovery of Rs21 .4 9 lakhs from the defaulting firm 'A' towa
rds cost of left over work executed at his risk and cost is 
yet to be effected. 

Savings at the instance of Audit 

Works sanctions were cancelled in three cases at the ins
tance of Audit which has resulted in savings to the extent of 
Rs21.18 lakhs. Detail s are as under : 

I 

In February 1989 a Board of Officers recommended additions/ 
alterations to two buildings at Coimbatore constructed in 1943 
with a view to reappropriate the buildings as family welfare cen
tre and four airmen quarters. Sanction for the work as a capital 
work at a cost of Rs6 .3 9 l~khs was accorded by Air Force authori
ties in January 1990 . In August 1990 Audit pointed out that the 
plinth area of the two buildings which was 860 square metre (sq 
m), was far in excess of the area of 360.12 sq m authorised for 
the welfare centre and the four quarters . Agreeing with the con

II 

of Audit the sanction was cancelled in November 1990 re
in savings to the extent of Rs6 . 39 lakhs . 

Construction of an Inspection Bungalow at Tambaram, Madras 
cost of Rs4.27 lakhs was sanctioned in August 1982 by the 

Air Force a uthorities . In May 1987 the cost of the work was revi
sed to Rs9. 89 lakh s due to escalation in market rates . In May 
1990 Audit pointed out that there was no justification for const

of & separate Inspection Bungalow at Tambaram as ~n Insp
Bungalow and an Engineer Officers mess was already 
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existing there. The sanction was cancelled in April 
resulting in savings to the extent of Rs9.89 lakhs . 

Ministry accepted (November 1993) the facts as correct. 

Case III 

Based on recommendations of a Board of Off ice rs held 
March 1980 Headqua rters, Southern Naval Command, Cochin sanctio
ned in January 1982 construction of perimeter fencing with a gat~ 
and other services around a residential area, off ices and instal
lation at a cost of Rs9. 93 lakhs. In December 1983 Audit pointed_; 
out that necessity for the work did not e x ist as fencing al r eady 
existed around the residential accommodation and offices/install
ation. Agreeing with the Audit contention the Commander Works 
Engineer, Cochin issued a reduction statement in February 1991, 
reducing t h e cost by Rs4.90 lakhs. 

Minis t ry accepted (January 1994) the facts as correct. 

82. Loss of revenue due to non-completion of works of external 
e l ectrification and water supply 

Mi nistry of Defence (Ministry) accorded sanction for Rs77.58 
lakhs i n August 1985 revised to Rsl32.78 lakhs in September 1988 
and accordingly the Chief Engineer (CE) concerned concluded a 
contract in September 1988 with Firm 'X' for construction of 104 
Type-II quarters (Phase I) at the Vehicle Factory at a cost of 
Rs 9 3. 5 7 lakhs. The work was scheduled to be completed in July 
1990. 

Another contract for providing external electrification and 
water supp l y to these quarters was concluded by the Commander 
Works Engineer (CWE) with Firm 'Y' at a cost of Rs21.09 lakhs 
though he was enlisted as 'E' class contractor with tendering ca
pacity of Rs4.00 lakhs. The work commenced in October 1988 and 
was to be completed by January 1990. 

Construction o f quarters was completed in Februa ry 19~1 and 
taken over by the Military Engineer Services (MES). However, the 
progress of work for external electrification and water supply 
was not smooth. In November 1989, the Garrison Engineer (GE) in
formed the CWE that the contractor had neither employed any qual
ified engineer nor produced any proof of procurement of material 
because of his . unsound financial position and the work done by 
the contractor was unsafe. The GE also recommended termination of 
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contract . 

The c ontract was not cancelled at that stage and instead ex 
tension of time upto July 1991 was granted at the request of the 
contractor. The contract was however cancelled by the CWE with 
effect from 28 December 1991 at the risk and cost of contractor. 

No risk and cost contract could, however, be finalised till 
January 1993 as the defaulting contractor obtained (November 
1992) a stay order from the Court which was got vacated in last 
week of January 1993 . Three contracts concluded during January to 
June 1993 to complete the balance items of work were in progress 
(January 1994) . 

Ministry stated (January 1994) that as per instructions is
sued in May 1985 , the tendering officer in exceptional cases in 
difficult hilly. areas could issue tenders to the e x isting enlis
ted contractors borne on two classes immediately below the eligi
ble class. However, this relaxation which was applicable to dif
ficult hilly areas was wrongly done in this case also . On notic
ing such lapses on the part of Zonal CE, inst~uctions were issued 
in April 1991 by Engineer-in-Chief's Branch reiterating their 
earlier instructions. 

The case reveals that: 

the contractor 'Y' was wrongly awarded contract costing 
Rs21.09 lakhs against his tendering capacity of Rs4.00 lakhs 
and 

due to non-completion of work of ex ternal electrification/ 
water supply, the newly constructed 104 Type-I I quarters 
could not be handed over to the users even after more than 
three years of their completion since February 1991 result
ing in loss of r evenue on account licence fee and avoidable 
paymen t of House Rent Allowance to the tune. of about Rs12 . 38 
lakhs (January 1994) . 

83. Avoidable p ayment of sewage charges 

Sewage was being discharged by means of sump-cum-pump houses 
direct to a drain, through a sewage pipe line (SPL) constructed 
before 1970 by Military Engineer Services (MES) for a portion of 
Patiala Cantonment. In July 1983, due to choking in a portion of 
SPL, beyond the l a st eump-cum-pump house MES diverted the sewage 
to a nearby manhole belonging to the local Municipal Committee 
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(MC) as a temporary measure without informing them. 

In July 1984, the MC objected to the connection and 
bill for Rs6.10 lakhs against MES for unauthorised use 
sewage line for 1983-84. Sewage charges were subsequently neg 
iated to Rs2.45 lakhs per annum in November 1985 and an agreeme 
with a validity of five years from August 1983 was finalised · 
March i9B6 between MES and the MC. MES has made payment of 
charges of Rsl8.18 lakhs till March 1993. 

MES authoriti e s instead of getting choked SPL of 850 runnin 
metres repaired (the repair cost of which was assessed RsO. 6 
lakh) continued to pay sewage charges for use of MC sewage line 
The payment of this amount could have been avoided had the choke . 
portion of SPL repaired/restored. 

The Ministry of Defence (Ministry) stated in December 
that: 

there was no requirement for incurring any expenditure 
repair of the choked SPL because consequent to the connec
tion to MC r>ewage, there had been substantial saving 
pumping costs; 

the study of economics of pumping sewage by MES into 
drain vis-a-vis charges paid to MC had revealed that the 
nual operating cost in terms of manpower deployed and energy 
charges for running of sewage pumping sets would be Rs4.05 
lakhs approximately, against the annual payment of Rs 1. 4 8 
lakhs being made to the MC; and 

MC had been discharging sewage into drain without treatment. 
There was a proposai to construct se~age treatment plant by 
them on availability of finance. 

The contention of Ministry is not tenable as the expenditure 
of Rs4.05 lakhs would have been incurred only on introduction of 
sewage treatment plal'l:t si.nce this facility was not available, the 
savings worked out are not relevant. Thus, pa¥ffient of recurring 
charges since 1983 (Rs18.18 lakhs uptil March 1993) were not jus
tified ~s repair of choked lines at a cost of Rs0.65 lakh would 
ha.ve been economical. 

84. Blocking of funds due to poor planning 

A siting- cum- costing Board, assembled in December 1977, 
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' ecommended construction of a new four storeyed building with a 
plinth area of 56 65 square metres for a Controllerate of Inspec
tion (Small Arms) - (CISA) as the existing accommodation was not 

cope with increased responsibility . In August 1983 , 
Government sanction was accorded at an estimated cost of Rsl07 . 54 
1.akhs which included Rs78 . 59 lakhs for the construction of the 

building . The work was to be completed by February 1987 . 

A contract for pile foundaiion of the proposed bvilding was 
concluded in August 1985 with Firm 'A ' for Rs27 . 09 lakhs . The 
,work was completed in May 1986 for Rs29 .12 lakhs . Besides the 
pile foundation work, an expenditure of RslO. 56 lakhs was also 
,incurred on certain other works viz. storage shed , fencing/ 
perimeter wall during October 1984 to July 1988 . ,, 

Meanwhile tenders for the superstructure were issued by the 
Chief Engineer (CE) in October 1985 and opened in January 1986. 
As the lowest tender amounting to Rs86 . 88 lakhs was in excess of 
the sanctioned cost,financial concurrence (FC) for Rsl26.43 lakhs 
was sought for by the CE in February 1986, but the FC was not ac

·' Corded by the Ministry and retendering was advised (July 1986) 
to high cost. 

In January 1991, revised estimates for Rs207.19 lakhs were 
submitted by the CE for issue of revised Administrative Approval 
which was still awaited (January 1994) . 

In November 1992 the concerned Garrison Engineer informed 
concerned Commander Works Engineer that not a single dowel 

bars on the pile foundation was ex isting on the ground and that 
stolen, immediately after completion of foundation 

in May 1986 . 

In addition to above due to non-completion of the proposed 
building the CISA cont i nued to function in the old building after 
carrying out necessary repairs at a cost of Rs16 . 57 lakhs during 
1986 to 1991 . 

The case reveals that taking up the work of the project in a 
piece meal manner led to a situation where pile foundation and 
allied works were completed between October 1984 and July 1988 at 
a cost of Rs39.68 lakhs and the estimates for superstructure were 
yet to be finalised . 

The case was referred to the Ministry in June 1993, their 
reply has not been received as of February 1994 . 
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85. Provision of defective gravent ventilation system 

In September 19 8 6, Additional Director General of Ordnan 
Factories accorded sanction for the provision of Foundry Comp! 
at Station 'X' at an estimated cost of Rs22.33 crores. The san, 
tion , inter alia, catered for the construction of foundry sh . 
with AC sheets alongwith roof extractors and airconditioning e 
closures etc. at Rs5.07 crores. The structural work was almos 
completed by August 1992. 

In November 1986, the factory authorities . revised 
specifications regarding roof and requested the Chief Enginee 
(CE) to provide for gravent ventilation system. Accordingly th~ ' 
CE concluded a separate contract agreement with contractor 'A' in 
May 1987 for the provision of gravent yentilation system tc> . 
building no.52 at a cost of Rs13.82 lakhs. The work was completed 
in March 1989 at a cost of Rs14.37 lakhs. While issuing certifi
cate of satisfactory completion in March 1989, Garrison Engineer: 
(GE) concerned asked contractor 'A' to rectify certain defects 
including leakage in gravent ventilation latest by 25 April 1989. · 

In May 1990, the GE again intimated the contractor that the 
gravent ventilation system was leaking badly and in case of his : 
failure to commence rectification work by 21 May 1990 , the same 
would be got done by other agency at his risk and cost. 

As the contractor 'A' failed to rectify the defects, 
concluded (September 1991) a risk and cost contract with contrac
tor ' B' based on the modified design for re ct if ication of 
gravent ventilation system at a cost ~f Rs5. 67 lakhs. As the 
samples of the design provided by the contractor 'B' under the 
provisions of the contract could not withstand the wind pressure 
the designs were once again changed by CE in July 1992 in consul
tation with Structural Engineer Research Centre (SERC). However, 
even the design proposed by SERC resulted in fabrication and 
erection problems causing delay in execution. Ministry intimated 
(December 1993) that the matter was being re-examined by the En
gineer-in-Chief ( E-in-C) in consultation with SERC and Factory 
authorities. The progress of work uptil December 1993 was 'NIL'. 

In the meantime in November 1991 the Command CE convened a 
technical Board of Officers to investigate, interalia, the circu
mstances leading to the d~fects in the gravent ventilation system 
of building no.52. The technical board pointed out in May 1992 
that the defects were basically due to poor workmanship and lack 
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adequate structura l strength in the system . The technical 
board, the r efore, proposed ini t iation of suitable action against 
the contractor. A show cause notice was issued to the contractor 
after one year in June 1993. According to the Ministry the reply 
furnished by the contractor on 26 June 1993 to the show-cause no
tice was still (December 1993) under examination of E-in-C for 
taking action as deemed fit . 

Ministry contended that the specialist work was completed by 
contractor as per contract drawings and hence completion cer

tificate wa s issue d . The Ministry added that the ventilation 
system had proved effect ive in the exhaust of fumes from furnaces 
but the system wa s not able to with stand extra ordinary condi
tions of monsoon a nd high wind resulting in leakages a nd struc
tural weaknes s . The problems were noticed only at a subsequent 
date during severe monsoon and winds . 

The case reveals that due to major structural draw-backs and 
workmanship the gravent v entilation system completed at a 
of Rs14 . 37 lakhs in March 1989, could not be effectively 

The proposal to get it modified and redesigned through a 
contract i n September 1991 at a cost of Rs5. 67 lakhs also could 
not succeed. 

Non-occupation of single officers quarters 

A Board of Officers (Board) assembled in January 1988 to 
recommend the construction of single officers accommodation . The 
Board , without considering the present state of occupation of e x 
isting single accommodation recommended the construction of 22 

1 single officers ac commodation in the station . Based on the reco
mmendation of the Board, sanction was accorded in June 1988 by a 

Headquarters for the above work at an estimated cost of 
lakhs, late r revised (August 1990) to Rs27 . 50 lakhs . 

The work was completed in October 19 91 at a cost of 
lakhs . As on July 19 9 3 even after 2 0 months from the 
completion only 14 quarters had been occupied and the 

balance eight quarters were yet to be allotted . Further the 
quarters though completed in October 1991 were actually occupied 
from September 1992 onwards. Moreover out of existing 28 single 
officers quarters, eight quarters were re-appropriated as vocati
onal tra i ning centre since March 1990 before the construction of 
newly sanctioned 22 single officers quarters. The actual occupa
ncy rate of the quarters as well as re-appropriation of existing 
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eight quarters indicated overestimation of accommodation requ~ 
for single officers resulting in the injudicious constructio~ 
eight single officers accommodation at a cost of Rsll.37 lakhs 

Ministry of Defence (Ministry) contended in February 1 
that the Board recommended construction of accommodation af 
taking into account the authorisation as per scales of accommo · 
tion and the existing deficiency in single officers accommod ' 
tion. The fact, however,remains that the Board had not taken in 
consideration the occupancy/temporary reappropriation of existi 
28 quarters before recommending construction of 22 quarters. H · 
this been taken into consideration, eight newly constructed 
ters would not have remained vacant for such a long period. 

Ministry further contended that the occupation pf the quar 
ters depended upon actual strength of off ice rs at the statio 
which could vary from time to time. Hence some quar\ters migh 
remain vacant for some time. This contention is not t~nable i 
view of the fact that out of the existing 28 quarter~ eigh 
quarters were temporarily reappropriated as vocational t.rainin 
centre since March 1990 and eight quarters out of new co:fll.struc·~ 

\ 

tion were vacant as of July 1993 .even after 20 months of - theii 
completion. 

87. Installation of defective fire alarm system 

Ministry of Defence (Ministry) accorded an Administrative 
Approval (A/A) for setting up of overhaul facilities for an _ Air< 
craft and its roV:i.bles at a cost of Rs657. 94 lakhs in December: 
1986, revised to Rs582.78 lakhs in June 1988. The sanction also 
catered for the provision of automatic fire alarm system in the 
technical b u ildings at an estimated cost of Rs8.48 lakhs. 

In June 1988, Zonal Chief Engineer (CE) concluded a contract~ 

for the provision of the fire alarm system to the technical -
building at a cost of Rs8.75 lakhs. As per special conditions of 
the contract, entire installation on completion was required to 
be tested for satisfactory function of control panel, hooter, in
dicater etc. The work was completed in February 1990 at a cost 
of Rs9.12 lakhs and the Garrison Engineer (GE) issued the comple
tion cer tificate to the contractor on 9 February 1990. The users, 
how~ver , not iced in March 1990 that the system was defective. 

The contractor was directed to rectify the defects in March 
1990. He rectified the defects in June 1990 but the system failed 

172 

agair 
1991. 

Work: 
fire 
coul, 

alar 

in :t-' 

in P 
gett 
nal 
was 
to 

-'-io 
\ 

'.~OU 

ten 
all 

8 

1 



The reafter, he was reminded every month upto 31 January 

In January 1991, a Board convened by the concerned Commander 
or ks Engineer ( CWE) to inspect the defects in respect of the 

fire alarm system found that the panels were malfunctioning and 
could not be relied upon as it did not give any audio/visual 
alarm when fire actually broke out on two occasions. 

The CE asked the contractor to complete the rectifications 
March 1991 and the contractor collected the panels for repairs 

in April 1991 but did not rectify the defects. A final notice for 
getting the defects rectified at the risk and cost of the origi
.nal contractor in case of his failure to do so by 31 July 1993 
was issued after two years on 28 July 1993 . On having no response 
to this, contractor's bank guarantee of Rsl.04 lakhs and an 
amount of Rs0 . 10 lakh from his final bill were withheld . 

The Ministry stated that al though the system was malfunc
tioning and giving false alarm, it could be relied upon as it 

·would give fire alarm i n case of fire . This contention is not 
tenable as the system did not give any alarm when the fire actu
ally broke out on two occasions. 

The case reveals that: 

completion certificate was issued by the GE in February 1990 
but the users had noticed in March 1990 that the system was 
defective; 

even after the specific directive issued by the CE in July 
1991 to initiate action for getting the defects of the sys
tem rectified at the risk and cost of the original contrac
tor, nothing has been done in this regard so far (November 
1993) except witholding of bank guarantee of Rsl . 04 lakhs 
and an amount of Rs0.10 lakh from the final bill ; and 

the fire alarm system installed at a cost of Rs9 .12 lakhs 
was ineffective, thereby defeating the very purpose of the 
sanction of the work and the fire risk still existed. 

88. Loss due to delay in handing over of site 

A Zonal Chief Engineer (CE) concluded a contract in January 
1985 with firm 'A' for Rs75.56 lakhs for construction of a work
shop building at a station. The work commenced in February 1985 
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·-~----
with date of completion as August 1987. The work was completed in : 
January 1988 at a cost of Rs77.08 lakhs. Another contract to pro
vide external serv ices for the above work was concluded by the 
concerned Commande r Works Engineer (CWE) in May 19 85 with firm 
'B' for Rs l 6.26 lakhs . The work was to be completed by July 1986. 

Only part si :es could be handed over to f irrn 'B' in July 
1985. The balance of sites could be handed over to the firm 'B' 
only in October 1987 as the area remained occupied by the build
ing contractor. Further, although the work had commenced i n July 
1985, the supply order for the procurement ~f bitumen had been 
placed by the CWE in February 1986. Therefore, when the contrac-

. tor demanded bitumen in May 1987, it could be issued in October 
1987 on ly. The work was, therefore, delayed and could be comp
leted in December 1987. 

Firm 'B' signed the final bill under protest and submitted a 
list of cla ims tow~rds various items of losses/damages caused due 
to prolonga tion of the contract up to December 1987 . The CE re
ferred the matter for Arbitration in April 1991. The award of 
arbitrator went in favour of firm 'B' for Rs7.34 lakhs. 

The Arbitrator's award was contested by the Department in a 
Court of Additional District Judge, who decreed the award in June 
1992 and directed the Department to pay 14 per cent interest from 
the date of decree till the date of payment of the entire decre
tal amount to firm 'B'. Firm 'B' was paid RsB.3 3 lakhs on 18 
December 1992. 

The CWE acceuted in January 1993 that there were certain 
slippa ges due to unavoidable reasons resulting i n non-handing 
over of certain portion of site/sites. 

Ministry stated (November 1993) that: 

major portion of the work site was handed over to the cont
ractor on the date of commencement of work and the remaining 
site was handed over in April 1986; 

procurement a ction for bitumen was taken as early as in 
Febru2ry 1986 and the delay in issue of bitumen to the cont
r actor was on account of inability to supply t he same by roe 
which was beyond the control of the Department; and 

t he Arbitrator had not awarded any amount towards the claims 
due to delay in handing over of site/issue o f schedu l e 'B' 
stores. 
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The contention of Ministry is not tenable as the awarded 
mount was on account of delay in completion and delay inter alia 

[:aused due to lat e handing over of site/issue of schedule 'B, 

Thus due to delay i n handing over of site and also delay in 
issue of bitumen, the date of completion of the work with firm 

·. 'B ' had to be unduly ex tended resulting in avoidable payment of 
RsB . 33 lakh s to firm 'B ' awarded by Arbitrator . 

Wasteful expe nditur e on the constructi on of compound wall 

Sanct i on was accorded by an Air Officer Commanding in August 
for the provision of compound wall with t wo mild steel gates 
cos t o f Rs9 . 98 lakhs at an Air Force Station for preventing 

encroachments to Air Force land . 

The Garrison Engineer (GE) informed Air Force authorities in 
March 1990 that due to non-demarcation of the boundary , the c o n
struction of the boundary wall was not possible . 

Howeve r , whi le the non-availability of precise demarcation 
the Air Force land was under correspondence between the GE and 

· Air Force , the Commander Works Engineer ( CWE) concluded a con
. tract with Firm 'A ' in August 1990 for provis i on of compound wall 

gates at a cost of Rsl0 . 19 lakhs . 

Mi nistry of Def ence (Minis try) contended (October 199 3) that 
there was no dispute between Air Force and Military Engineer Ser
vices (MES) regarding demarcation of land for construct ion of 
boundary wall . This contention is not tenable as Ministry also 
stated that the dema rcation of land was not marked at the site 
eventhough the same had been shown in the proceedings of the 
Board of officers . 

The work comme nced in September 1990 and was to be completed 
September 1991 , While the work was in progress , the nearby 

1 residents demolished the compound wall . The contractor could not 
progres s the work in the portions where there was resistance from 
the local residents . In the meantime the residents filed a peti
tion in the Court and obtained a stay order in . June 1992 pro
hibiting the Department from further construction . The work was 
stopped in June 1992 after completing 60 per cent of the work at 
a cost of RsS.82 lakhs. The contract was fore-closed with effect 
from March 1993 . 
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The case reveals that an expenditure of Rs5.82 lakhs on 
construction of partly completed compound wall to prevent 
chment proved wasteful as the encroachments could not be 
ted. This could have been avoided had the MES authorities ensured 
clear availability of land free from encroachments before comm
encing the work. 

90. Provision of shopping complex 

Based on the recommendations of a Board of Officers (Board) 
in November 1985 that there was acute necessity of having a shop
ping complex, an Air Officer Commanding (AOC) of Wing 'A' ace- ·~ 

orded sanction for construction of the shopping complex at an Air 
Force (AF) station in December 1985 at an estimated cost of 
Rs5.83 lakhs. 

The shopping complex comprising of eleven rooms and two 
lavatory blocks was completed at a cost of Rs5.36 lakhs in August 
1987. The AOC, Wing 'A', however, instead of utilising the build
ings as shopping complex, reappropriated in February 1988 as Unit 
run AF canteen (one room) and Institute shops (10 rooms) init
ially for two years with effect from March 1988 which was further 
extended upto March 1994. The Ministry stated in November 1993 
that the complex was being used as AF canteen since March 1988. 

The Unit run canteen was authorised concessional rent of 
Rsl.50 per month for the authorised area of 120 sq ft but as the 
area occupied by AF canteen was more, the Garrison Engineer 
floated licence fee (LF) bills at the rate of Rs2941.42 per month 
which had not been paid and had accumulated to Rsl . 74 lakhs till 
March 1993. AOC, Wing 'A' s t ated in June 1991 that the LF bills 
would not be paid and these were required to be revised at the 
above indicated concessional rent, as the plinth area of 5637 sq 
ft occupied by AF canteen was less than the authorised area of 
6480 Sq ft for all the 54 units at the station. 

Controller of Defence Accounts, Southern Command (CDA) di
rected the concerned Accounts Officer in November 1992 to fix the 
special LF for the excess area and to recover the outstanding LF 
and allied charges accordingly and remit into treasury. 

Ministry of Defence (Ministry) stated (November 1993) that: 

the complex building was being used as Unit run canteen af
ter proper re-appropriat i on; and 
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the i n tention t~ll completion of work was to use it as shop
ping c omplex only . However, as th,e building in which AF 
canteen was functioning earlier l}ad to be given to an organ
isation, newly raised in October 1987, the AF canteen had to 
be shifted to the shopping complex. 

Thus, the shopping complex constructed in August 1987 at a 
of Rs5 . 36 lakhs wa s not being utilised for its intended pur

pose. The complex re-appropriated as AF Canteen (one room) and 
institute shops (10 rooms) was being utilised as AF canteen with
out proper re-appropriation orders and without payment of LF so 
far (November 1993). The outstanding LF accumulated to Rsl . 74 

till March 1993 had also not been paid so far (November 
inspite of the de c isions of CDA conveyed in November 1992. 
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CHAPTER VI 

RESEARCH AND DEVELOPMENT ORGANISATI ON 

91. Procurement of standby generator without proper planning 

·--r 

I 
I 

The Ministry of Defence (Ministry) accorded sanction in 
February 1984 for the construction of Mechanical Behaviour and ;;· 
Structural Integrity Test Cell laboratory and scientific block 
building for a Research Establishment ~Establishment ) at an esti
mated cost of Rs59.18 lakhs. As this cell of the pro j ect required 
uni nterrupted power supply so as not to render the test abortive 
in the event of power failure, the Ministry in December 1984 acc
orded revised sanction for Rs75.25 lakhs which i ncluded the pro
vision of standby generator at a cost of RslS.30 lakhs . The gen
erator was procured and commissioned in August 1987 at a cost of 
Rs12.78 lakhs. 

The generating set had not been put to use after its commis
sioning in August 1987 except test run for a total of four hours 
during January-March 1993 . 

·On this being pointed out in September 1992 by Audit, the 
Establishment stated that the generator could not be utilised due 
to non receipt of engine gear box (EGB) test rig which was the 
prime unit for consuming power and further stated that subse
que ntly the EGB's rating and specification had also got updated 
which was basically dictated by light .combat a i rcraft ( LCA) re
quirement during 1987-88 and 1989-90 and as a result, the EGB's 
power requirement had gone upto 775 HP . . The generating set also 
could not . be utilised for the remaining load in the test facility 
as the total load available was very less. 

While accepting the facts as correct, Ministry admitted 
(November 1993) that EGB rating was being updated during this pe
riod but contended that : 

178 

st• 
ut. 

92 

se 
pl 
Di 
of 
ei 
ta 
in 
in 
pJ 



non-utilisation of the generating set was s olely due to the 
fact that the re ~as no power shut down during the period; 

and 

the gear box test f a cility was a major part of the project 
which was short closed due to change in priority and gener
ating sets would be utilised for LCA project as frequent 
load shedding/power failures were being e xperienced now-a
days . 

The case reveals that a standby generator procured and in
alled i n August 1987 at a cost of Rs12 . 78 l a khs could not be 

so far . 

Unne cessary import o f an equipme nt 

In order to meet the • requirement of liquid nitrogen for r e
~arch work , Inst i tute of Armament Technology , Pune (Institute) 
l~ced (March 1984) an indent on Director General of Supplies and 
' ~posals (DGSD) who in turn placed (January 1985) an acceptance 
~ tender (AT) for purchase of a liquid ~itrogen plant on a fo r 
i gn firm through their representative in India at Rs8.21 lakhs 
o be supplied by July 1985 . The AT, inter alia , stipulated that 
nsurance, if necessary , would be arranged by the indentor well 
n advance . Necessary civil works for the installation of the 
:lant were completed in. September 1987 at a cost of Rsl. 39 lakhs . 

The equipment was shipped in December 1987 and was _ received 
the Institute i.n March 1988. It~ was opened by. a Board of Of-

1cers (Board) in May 1988 which did not notice any damage . In 
guly 1988, when the protective cover was opened in the presence 
ef the repr esentative of the firm , damages to the equipment were 

1 oticed. 

· As the equipment could not be used since its receipt in 
~arch 1988 , the requirement of nitrogen for the research work was 
being met by local purchase by incurring an expenditure of Rs0 . 39 
lakh during the last four years. 

179 



The equipment was repaired and made functional in June 1993. 
The output of the plant was about two litres q day which was at a 
reduced capacity. 

To sum up 

An equipment imported at a aost of RsB.21 lakhs r emai ned un
uti lised in damaged condition for more than five years after 
its receipt in India as it required expensive repairs . 

The necessity f or import of the equipment was not j ustified 
as the actual requirement of the liquid nitrogen during the 
last four years was to the extent of Rs0.39 lakh only which 
was met through local purchase. 

NEW DELHI 
Dated the 

1 0 MAY 1994 

NEW DELHI 
Dated the 

( S.H. MANGHANI ) 
Addit ional Deputy Comptroller and Auditor Gener al 

Countersigned 

SOMIAH ) 
Comptroller and Auditor General of India 
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Year 

1988-89 
1989-90 
1990-91 
1991-92 
1992-93 

Year 

1988-89 
1989-90 
1990-91 
1991-92 
1992-93 

Annexure I 

(Refer to paragraph 14.S.3) 

AVOIDABLE EXPENDITURE ON EXCESS STAFF 

Authorised 
strength 
as per 
PE 

1 0 
10 
10 
10 
10 

Authorised 
strength 
as per 
PE 

42 
42 
42 
42 
42 

Chowkidars 

Posted strength 

Regular Average Total 
casual 

10 
10 

9 
9 
6 

labours 
employed 

13 
14 
19 
23 
25 

Beldars 

Posted strength 

23 
24 
28 
32 
31 

Regular Average Total 
casual 

28 
27 
29 
27 
25 

labours 
employed 

34 
29 
32 
41 
43 

181 

62 
56 
61 
68 
68 

Excess 
posted 
strength 

13 
14 
18 
22 
21 

88 

Excess 
posted 
strength 

20 
14 
19 
26 
26 

105 

· .. , 

Avoidable 
expen
diture 
based on 
capitation 
rates(Rs) 

71649 
82526 

131728 
161002 
169397 
------
616302 
------

Avoidable 
expen
diture 

(Rs.) 

110230 
82526 

139047 
190274 
209729 
------
731806 
------



Nalbands/Farriers (Civilian/Other Rank) 

-----------------------------------------------------------------
Year 

1988-89 
1989-90 
1990-91 
1991-92 
1992-93 

Year 

1988-89 
1989-90 
1990-9 1 
1991-92 
1992-93 

Authorised 
strength 

12 
12 
12 
12 
12 

Authorised 
strength 

15 
15 
15 
15 
15 

Posted 
strength 

1+14 
1+14 
1+15 
1+12 
1+16 

Excess posted 
strength 

3 
3 
4 
1 
5 

16 

Dressers (Other Ranks) 

Posted 
strength 

21 
22 
26 
22 
24 

Excess 
posted 
strength 

6 
7 

11 
7 
9 

40 

Annual avoidable 
expenditure based 
on capitation 
rates (Rs) 

66729 
76317 

114016 
35973 

165700 
-------
458735 
------

Annual avoidable 
expenditure 
based on 
capitation rates 

(Rs) 

133458 
178073 
313544 
231980 
323757 

-------
1180812 
-------

Grand Total Rs 2987655 say 30 lakhs 
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Annexure II 

(Refer to paragraph 14.6.3) 

UNDER UTILISATION OF TRAINING CAPACITY FOR DOGS 

---------------------------------------------------------------· 
Number Duration 
of dogs of 
trained training 

Training 
weeks 
utilised 

Training 
weeks 
available 

Percentage 

utili- short 
sed fall . ------------------------------------------------------------·----

uard 4 
nfantry Patrol 14 
racker 12 
xplosive 
etection 2 
ine Detection 

Avalanche Rescue 
Operation 
Basic Obedience 48 

12 
12 
36 

36 
36 

24 
12 

--1988--

48 
168 
432 

72 

576 

2600 
(50X52) 

----------------------------------------------------------------
1296 2600 50 50 

--1989--

Guard 11 12 132 
Infantry Patrol 7 12 84 
Tracker 9 36 324 
Explosive 
Detection 3 36 108 
Mine Detection 7 36 252 
Avalanche Rescue 
Operation 24 
Basic Obedience 38 12 456 

1356 2600 . 52 48 
--------~--------------------------------------------------------
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--1990--

Guard 6 12 72 Hori 
Infantry Patrol 3 12 36 
Tracker 12 36 432 
Explosive Yea: 
Detection 36 
Mine Detection 6 36 216 
Avalanche Rescue 
Operation 24 
Basic obedience 30 12 360 

1116 2600 43 57 
1 91 

19 
--1991--

Guard 6 12 72 
Inf an try Patrol 2 12 24 
Tracker 16 36 576 1 
Explosive 
Detection 36 
Mine Detect ion 1 36 36 
Avalanche Rescue 
Operation 24 
Basic obedience 4 3 12 516 

1224 2600 47 53 
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Annexure III 

(Refer to paragraph 14.7.2.l) 

DELAY IN ISSUE OF TRAINED ANIMALS 

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

1990-91 

1991-92 

1992-93 

Name of depot 

Hempur 
Saharanpur 

TOTAL 

Hernpur 
Saharanpur 

TOTAL 

Hempur 
Saharanpur 

TOTAL 

Hempur 
Saharanpur 

TOTAL 

Hempur 
Saharanpur 

TOTAL 

GRAND TOTAL 

Total Issued after 
issued ---------------------------------

100 
161 

261 

69 
252 

321 

5 
80 

85 

53 
150 

203 

62 
103 

165 

1035 

185 

6 to 8 years 

No. Percentage 

42 
88 

130 

16 
155 

171 

2 
56 

58 

18 
107 

125 

30 
58 

88 

572 

42 
55 

23 
62 

40 
70 

34 
71 

48 
56 

Over 8 years 

No. Percentage 

2 
2 

4 

5 
5 

10 

1 

1 

3 
2 

5 

17 
1 

18 

38 

2 
1 

7 
2 

1 

6 
1 

27 
1 



Mules GS : 

----------------------------------------------------------------
Year Name of 

depot 
Total 
issued 

Issued after 
--------------------------------

5 to 7 years Over 7 years 

No. Percentage No. Percentage 

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

1988-89 

1989-90 

1990-91 

1991-92 

1992-93 

Hempur 
Saharanpur 

TOTAL 

Hempur 
Saharanpur 

TOTAL 

Hempur 
Saharanpur 

TOTAL 

Hempur 
Saharanpur 

TOTAL 

Hempur 
Saharanpur 

TOTAL 

171 
63 

234 

343 
76 

419 

347 

347 

98 
129 

227 

47 

47 

GRAND TOTAL 1274 

27 
12 

39 

58 
28 

86 

115 

115 

5 
28 

33 

12 

12 

285 

186 

16 
19 

17 
37 

33 

51 
22 

26 

2 
2 

4 

6 
1 

7 

8 

8 

6 

6 

1 

1 

26 

1 
3 

2 
1 

2 

5 

2 



----------------------------------------------------------------
Name of Total Issued after 
depot - issued ---- ------------- ---------------

5 to 7 years Over 7 years 
------------ ------------

No. Percentage No . Percentage 
---------- ----------

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

1988-89 Hempur 170 42 25 3 2 
Saharanpur 40 23 58 2 5 . 

TOTAL 210 65 5 

1989-90 Hempur 65 50 77 
Saharanpur 123 42 34 3 2 

TOTAL 188 92 3 

1990-91 Hempur 30 15 50 
Saharanpur 72 48 67 1 1 

TOTAL 102 63 1 

1991-92 Hempur 
Saharanpur 54 25 46 1 2 

TOTAL 54 25 1 

1992-93 Hempur 53 43 81 5 9 
Saharanpur 5 5 100 

TOTAL 58 48 5 

GRAND TO·rAL 612 293 15 
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