
P.A.C. No. 

PUBLIC ACCOUNTS COMMETTEE 
(1974-75) 

(FIFTH LOK SABHA) 

HUNDRED AND FORTY-SIXTH REPORT 
on the 

[Report of the Comptroller and Auditor Gcneral of 
India for the year 1972-7s . Union Government 
(Defence Services)] 

MINISTRY OF DEFENCE 

DEPARTMENTS OF DEFENCE AND 
DEFENCE PRODUCTON 

L O W  S A B H A  S E C R E T A R I A T  
S E W  D E L H i  



LIST OP AUTBORISED A G W S  FOR THE SALE'OF LOK SABHA 
SECRETARIAT PUBLICATXONS 

-- 

Sl. No. Name of Agent 

< 

ANDHRA PRADESH MAHARASHTRA 
10. 

I. A n d h  U n i d t y  Gcnull Coopemtivc 
Stom Ltd., Wrlmir 
(v'ihapomunl. 

2. G. R ~.lrahmfpoty <33etty and sons, 'I* 
General Merchants and Newa Agenta, 
Ncnpa, -.h 
Chittoo, Dhtria. 

ASSAM 
a 

j W a t a n  Book Depot. P m  B u u ,  
GiahnL 

BIHAR 

Viiay Stare% 
s t d o n  Rod, Anand. 

W H Y A  PRADESH; 

MI#. Sunderdra Ganchmd, 
601, Giqpurn Road, 
New Pdncm Strcet, 
Bombay-a. 

The International Book H o w  
(Private Limited, 
6, Aah dme, 
Mahatma Gpndbi Road, Bombay-I. 

The lntcmstiond Book Service, 
Dccam Gymkhana, Poonr-+ 

Charlea iamben & Comproy, 
10, Mahatma Gaudhi Rod. 
Oppoah Clock Toaa, 
Fort, Bombay. 
The Cutrmt Book House, 

Muuti LUK, 
Ryhunuh Dabji Sueet, 
Bombay-I. 

M% J. Services, Publishers 
Representstiva, Account8 & Law 
Bodr Sellm, 
Babri Rod ,  Bombay-I 3. 

17. People Book Houae, 
Opp. Jaganmohro Palace, 
MPW. 



C O ~ G E D A  'XI 14C;li 4 D C R T  ( 1974-75) - 
PRESENTID TO LOK SmA ON 10TH ; S X L  1975 

-. -- - - - .- 
' r ~  P a r a  L ine  For R&zii 
p 
, 3 ' I , ?  20 dLes-  dies,! 

23 D e l e t e  the word a d "  
4 1;8 1 -EEjGk for@.ngs 
7 1.18 . . 3 Rs.2 71,80.78 ~s.2,71,800.78 7 wwid urged wmld urge that  

t ha t  expe- expeditious 
ti ans 

2 asserted ass o r  ted 
s lao  als o 
l e t t e r  lat ter 
escorts e f f o r t s  

1.117 12 e n s t ~ ~ ~ c t i o n  corn t r u c t i o n  
49 1.120 thre  three 

colected collected 
.s?lg) C O ~ .  2 1.133 033 
59 col .  4 1 a0 **ot 
6 \  c o l .  4 1 referenc r e f e r e n c e  

9 th ra t  that 
22-23 del iver ty  de l ive ry  

I ,  ( 3 ~ 0 1 .  4 2 anothe znother 
? b A7 i s  ~e i s  evident 

a v i d  e n t  
' 65 l1 2 1 ne new 

1. 66 11 9 O G W  D 0 Ca r,  1 f orf for 



C O N T E N T S  

t\~m:nnrc:~ s 

I.  Copy of ht s. Kohli Industrial Cc~rporation (I'vt. I,td., Kanpur letter 
No. 26oIKIC dated 29th August. 1967 addressed tn CIGS Kanpur 

Statement slio\\ing Approximate Estimatc Part I and I I nn thc project 
CINEMA-~~~.'~Lf-I.l~C~~I'L~Kt 1iAI-1. . 

Minutes of the sitting of thc Public Account\ ( 0  Inrntttec held on 
24-3-1975 

'Not printed (one cyclmtylrd copy !.bid on t t ~ c  Tahle of thc llousc and five copies p k d  
in t tic Purliamcnt 1.ibrwl.y i .  



PUBLIC ACCOUNTS COMMI'ITEE 
(1974-75) 

Shri Jyotirmoy Bosu 
MEMBERS 

2.  Shri S. C .  Besra 
3. Shri C .D. Gautam 
4. Shri Pampan Gowda 
5. Shri Jagannathrao Joshi 
6. Shrimati Parvathi Krishnan 
7. Shri Y.  S .  Mahajan 
8. Shri Bibhuti Mishra 
9 ,  Shri Paripoornanand Painuli 

10. Shri Narain Chand Parashar 
11. Shri H.M. Patel 
12. Shri P. Antony Reddi 
13. Shri Shibban La1 Saksena 
14. Shri Biswanarayan Shastri 
15. Shri Sunder La1 
16. Shrimati Pratibha Singh 
17. Shri G.R. Patil 
18. Shri V.B. Raju 
19. Shri Mohammed Usman Arif 
20. Shri T. N. Singh 
21. Shri Sasankasekhar Sanyal 
22. Shri A.K .A. Abdul Samad. 

Shri B . K . Mukherjee-Chief Legislative Committee Ornet.  
Shri N .  Sunder Rajan-Senior Financial Committee Officer. 



INTRODUCTION 

I, the Chairman of the Public Accounts Committee, as authorised 
by the Committee, do present on their behalf this Hundred and Forty 
Sixth Report of the Public Accounts Committee on paragraphs 6,8, 
9,12,13 and 19 of the Report of the Comptroller and Auditor General 
of India for the year 197372-73, Union Government (Defence services). 

2. The Report of  the Comptroller and Auditor General of India 
for the year 1972-73 - Union Government (Defence Services) was 
laid on the Table of the House on the 25th April, 1974. This Report 
urns considered and finalised by the Committee at their sitting held 
on the 24th March, 1975. Minutes i ~ f  thc sitting form Part II* of 
the Report. 

3. A statement showing the summary of the main conclusions/ 
recon~mendations of the Committee is appended to the Report 
(Appendix IV) .  For facility of reference these have been printed 
in thick type in the body of the Report. 

4. The Committee place on record their appreciation of the assis- 
tance rendered to them in the examination of the Audit Report by 
the Comptroller and Auditor General of India. 

5. The Committee would also like to express their thanks to the 
officers of the Ministry of Defence for the cooperation extended by 
them in giving information to the Committee. 

NEW DELHI; JYOTIRMOY BOSU. 
A p ~ i l  7. 1975. Chairman, 
- - - --- . . - 

Chai tm 17, 1897 (S) . Public Accounts Committee. 

- - -- - -- - - - -- - - -- ----- 
.Nor printed (ow cyclostyled copy laid on the Table of the House and five copirs 

placed in the Parliament Library). 



REPORT 

Extrusion press in an ordunce factory. 
Audit Paragraph: 

1.1. In 1951, Government accepted in principle the need for an 
extrusion press for the ordnance factories. A formal sanction was 
later issued in February, 1955 for installation of an extrusion press 
in ordnance factory 'A', for production of aluminium alloys. Mean- 
while the extrusion press (cost: Rs. l10.06 lakhs) was received in 
that factory in July, 1954. It was installed in February, 1961 and 
actual production started in June 1961.* 

The extrusion press was planned to have facilities requiring use 
of containers of sizes 130rnm, 190mm and 230mm. The actual pat- 
tern of workload, however, did not conform to the anticipations and 
there was workload for sizes for 190mm container only. The extru- 
sion press was, therefore, utilised only with 190mm container and 
the 130mm and 23313mm containers were never used. The 130mm 
container was converted into 190mm container in 1971 at a cost of 
Rs. 2.648. The Ministry stated (December 1973) that "the plan was 
to make maximum utilisation of the press by making i t  verstile 
over the entire range of extrusion with the 3 containers of sizes 
130mm 190mm and 230mm. 

Advance provisioning had started since 1953 for forgings for 
making dies die holders, pressure pads, thrust plates, etc. Factory 
'A' placed three orders on Factorv 'B' in 1953, 1959 and 1963 and 
another on Factory 'C' in 1962 for supply of various types of forg- 
ings and based on annual anticipated load of the extrusion press 
by using the containers of all the three sizes of 130mm, laOmm and 
230mm. As the press was utilised only with 190mm container and 
the containers of sizes 130mm and 230mm were never utilised, out 
of forgings costing %. 6.96 lakhs received in Factory 'A' those worth 
Rs. 5.13 lakhs could not be used. The Ministry stated (December 
1973) that "the factory did not have any previous experience of 
extrusion of aluminium alloy and the assessment of requirements 
of forgings could not, therefore, be made on the basis of any actual 
experience". . 

The unutilised forgings worth Rs. 5.13 lakhs were declared sur- 
plus in 1967 and 1969 and are yet to be disposed of (December 

'Mention was made in pamgmph 14 of the Audit Report, Defence Services, 1963 
about the delay in in9talhtion of and commirsiomng of this plant. 

1 



1973). The Ministry stated (December 1973) that a study group 
was being appointed to explore the possibility of alternative use 
and disposal of the surplus forgings. 

As against the annual rated capacity of 840 tonnes, actual produc- 
tion of the extrusion press was as follows: 

Production 
(tonnes) 

163 

The average annual production (340 tonnes) of the extrusion 
press during the ten years ending 1971-72 was about 40 per cent of 
the capacity. 

(Paragraph 6 of the Report of the Comptroller and Auditor General 
of  India for the year 1972-73. Union Govt. (Defence Services). 

1 . 2 .  According to Audit Para advance provisioning had started 
since 1953 for forgings for making dies, die holders, pressure pads, 
thrust plates. etc. Factory 'A' had placed three orders on Factory 
'B' in 1953. 1959 and 1963 and another on Factory 'C' in 1962 for 
supply of various types of forgings based on annual anticipated load 
of the extrusion press by using the containers of all the three sizes 
of 130mm. 1Wmm and 230mm. 

1 3. The Mmistry had mforrned Audit (December, 1973) that 
the workrig papers relating to the placement of inter-factory 

.demands on ather factones for the forgings were not traceable at 
that late stage I t  was, however. understood from o!%cers/staff 
connected with the work that orders were placed after a careful 
assessment of the forecast requirements by a Committee headed by 
the then General Manager himself. Subsequently the pattern ~f 
workload underwent change. There was adequate workload for 
the Press for sizes relating to 1Wmm wntainer against Defence 



orders and the requirements for other sizes were small. The fac- 
tory, therefore, converted container of size 130mm into 190mm. 
The Press had been fully booked for extrusian of sizes relating to 
190mm containers with Defence and Civil Trade orders with the 
result that there was no possibility of utilisation of the Press with 
the containers of other size in the foreseeable future. 

1 . 4 .  The Committee desired to know as to when the pattern of 
workload for aluminium alloy extrusion underwent change. The 
Ministq ~f Defence, in a note, have stated: 

"It appears from the records that a survey was made of the 
overall requirements of the extruded non-ferrous sections 
to meet the requirements of Ordnance Factories, Railways 
and Hindustan Aircraft Ltd., before ordering a 3500 ton 
press. But it has not been possible to trace the survey 
report. A press of 2,000 ton capacity could meet all 
the demands of the Defence Services and also 90 per 
cent of their requirements of the Railways, the Hindus- 
tan Aircraft, etc. I t  was further found that the require 
ments of larger sections were neitheir as firm nor invari- 
able as those of small sections. 

The container-wise load pattern from 1963 onwards is indicated 
in i.he statement below: 

.-- 

Year 

- . - - - -- 
Orders Kecet\rd Kgs. Su~tablc -- lor 230 

130 container 1 go container mrn con- ---- -- [diner 
belou lo mrn 10 lo mrn t i t  I'utrl a h \ c  
10 rnm Xo nun Xo mm l o  rnrn lo 30 rnrn 

hard !+)I1 8omm * 

1965 . . . . . 42 I Sol so 421811 



1.5. Asked further as to when the booking for the extrusion of 
sizes relating to 190mm containers with defence and civil trade 
orders started, the Ministry in a note have stated: "the factory has 
records of orders received from i963 onwards. These records show 
that most of the orders were suitable for 190mm container." 

1.6. The Director General, Ordnance Factories clarified in Feb- 
ruary, 1974 that 2 W  tons was the tonnage of press that could be 
exerted by the Press and not the production capacity of the press. 
In the present condition, it had been stated by the Director General, 
Ordnance Factories, the press was capable of producing 40 tons per 
month of assorted sizes of rods/sections working two 10 hours shift. 
Asked whether any review of the orders placed for forgings was 
made as soou as it was found that the pattern of workload had 
undergone a change and/or the exact requirements (on the basis of 
orders received by the factory) were known, the Ministry have 
stated In a written note: "As stated above there was no change in 
the pattern of load but maximum amount of load being for 190mm 
container, quantities for forgings for cstrusion tools against other 
items were reduced accordingly in May, 1963 with a view to getting 
optimum utilisation of 190mm container." 

1.7. Regardmg the receipt of forgings from Factory 'B' and 
Factory 'C',the Ministry of Defence have intimated in a note: 

'Almose a11 forgins from Factory 'B' were received between 
9,54 to 6*66 against IFD placed in 1953; etwbeen 3;60 to 
11/62 in case of IFD placed in 1959; and during 6/64 

against IFD placed in 863. As regards Factory 'C' bulk 
of the supplies were made from 3/64 to 10/64 against 
IFDs placed in 11 62 and during 7 67 against IIFD of 
1 O/6Z. " 

1.8. In regard to disposal utilisation of surplus forgins, the 
Ministry informed Audit (December, 1973) as under:- 

"It is proposed to find alternative utilisation of the surplus 
stocks of forgings within the Ordnance Factories failing 
which the disposal of the same to aluminium unit6 vide 
M s .  Indalco 2nd Hindalco who are likely to have require- 
ments for the forgings in question, will be considered. A 
study gmup is k i n g  appointed to explore the possibility 
of utilisation of the surplus forgings within the Ordnance 
Factories and if not, to recommend disposal of the items 
which cannot be so utilised. It  may be mentioned in this 
connection that disposal of the items to other units 11he 



Hindalco and Indalco is ,likely to fetch much higher 
prices than the bcmk value." 

1.9. As to the reasons for not disposing of surplus forgings so 
long and the present position Of disposaljutilisatin of these forgings, 
the Ministry ,in a note, have stated: 

"The forgings are virtually tool steel items which can be used 
in normal course of production in the Ordnance Factories 
and are in fact being so used as would be evident from 
answer below. 

A Technical Team was appointed by the General Manager of 
Factory 'A' in 1972. The Team remmmended that the 
forgings worth Rs. 2,71,800.78 could be utilised in Factory 
'A' itself within next 4 to 5 years. Out of forgings so re- 
commended, forgings worth Rs. 42,865.23 have already 
been utilised in FactvJry 'A'. 

One man Study Team appointed bv the DGOF in January, 
1974 examined the remainder forgings and recommended 
that 3 types of forgpngs worth Rs. 87,097.20 could be utilis- 
ed in Factory.. . . . . and Factory . . . . . . These forging 
have since ben sent to these two factories. 

Efforts are continuing to be made to utilise the balance forg- 
ings worth Rs. 1.53 lakhs in other sister factories." 

1.10. The Cornmititee understand that in February, 1966 a Study 
Team which was reviewing the existing capacity of Aluminium Ex- 
trusion in the Defence Ordnance Industries had found that the 
Extrusion capacity of the extrusion press a t  Factory 'A' had not 
been fully harnessed due to lack of matching facilities and had re- 
commended provision of some balancing equipmnts for the Factory 
so that the planned capacity could be stepped up to an output of 
about 70 tonnes of heat treated extrusion per month. On the basis. 
of that recommendation Government issued sanction in March, 
1967 for the provision of balancing plant and machinery and ex- 
tension to the building of the extrusion shop of Factory 'A' at an 
estimated cost of Rs. 39.86 lakhs. Although this project was sanc- 
tioned in March, 1967 it had not been completed upbo November, 



1973 and as a result, although the extrusion capacity of the ex- 
trusion press a t  Factory 'A' was 70 tonnes of Aluminium Alloy sec- 
tions per month in 2 X 10 hour shifts, the capacity of the plant was 
not being fully utilised due to lack of balancing facilities. The 
groduction of Aluminium Alloys during 1972-73 was 461 tconnes. 

1.11. The Committee enquired why it was not possiblc to provide 
the balancing facilities till November, 1973. The Ministry of &- 
fence have in a note (31-10-1974) stated: "Out of 10 balancing 
equipments sanctioned in March, 1967 one was commissioned in 
1968, one in 1969, one in 1970, 4 in 1972 and one in 1973. The pro- 
posal for one was dropped and one is yet to be received. In addi- 
tion, two homogenising lurnnces \\.ere 3 1 ~ 0  sanrlioncd in August, 
1970. These 2 furnaces are now ~inder  trial run" 

1.12. Asked to state if all the balacing facilities had since been 
plovided. the Ministry have intimated in a note: "Yes. except i,ne 
item (Degreasing Planl) . " 

1.13. Giving reasons: for not making any study before 1966 to 
~ltilise the capac l t  better. the Ministry have submitted in a note: 

"It would not be correct to say that the output was low from 
the date of commissioning. The output was commen- 
surate with capacity. which in turn depended in a num- 
ber of fachnrs such as the  types of alloy extruded. sizes of 
the products, product-mis arid ivorking hours etc. As t h ~ .  
production of thc various types of rcquircnwnts \\.as get- 
ting stahlised and the demands for estra hard alloy cx- 
trusnms and tubes, which nccessitatcd addition of the 
balancing equipment increased cmly from 1W5, it was not 
considered necessary to appoint any  Study Team Mnrc '  
February, 1966". 

1.14. The M~nistry h a w  further stated thiit "With the present 
product-mix containing a large proportion of  tubes and extra hard 
allo\. extruded products of DTD 5044 and DTD 5074 and N-7, the 
capacity of press working in 2 X 10 hours shifts would only be 40 
M Ts p . m .  This is likely to improve after the commission of the 
homogenising furnaces." 

1.15. It has been staled by the Department of Defence Produc- 
tion that there was adequate workload for the press for sizes relat- 
ing to 1%) mm container qainot Defence orders and the require- 
ments for other sizes were amall Despite this fact, strangely 



enough a Factmy 'A' had,placed three orders on two different fac- 
tories a t  three different points of time (1953, 1959 and L963) for 
supply of various types a4 forgings based on annual anticipated load 
of the extrusion press by using the container5 of all the three sizes 
of 130 mm, 190 mm and 230 mm. The Committee are surprised that 
the working papers relating to the placement of inter-factory de- 
mands on other factories for the forgings were not traceable. The 
Committee are also surprised that. no record is available about the 
results of the survey said to have been made of the overal require- 
ments of the extruded non-ferrous sections to meet the require- 
ments of ordnsnce factories, Railways and Hindustan Aircraft Ltd., 
before ordering a 3500 ton press. 

1.16. As most of the orders were suitable fur 190 mm container. 
thr press was confronted-as pointed out by Audit--with a large 
accumulation of forgings of the value of Rs. 5.13 lakhs which could 
not he utilised. The Committee cannot hut deplore the haphazard 
planning by the Department of Defence Production before the ex- 
trusion press was ordered and installed. 

1.17. The Comnlittec dtsire that responsibility for thi5 lapse 
should be fixed and the action taken intimated to them. The state- 
ment given hg the Ikpartmcnt to the audit that "the factory did 
not have any previous cxperience of extrusion of aluminium allay 
and the assessment of requirements of forgings could not. there- 
fore. be made on the basis of any actual cxperience" is not at all 
arreptahie. Government should 'have conducted a survey of the 
~nticipated load of thc extrusion press by using the containers of 
a11 fhc three sizes hefore placing orders for thr  forgings on two dif- 
ferrnt factories. And in any caw Government should not have any 
difficulty in procuring competent technical and expert ndvicc be- 
fore committing themselves to the large monetary expenditure. 

1.18. The Committee note that a Technical Team was appointed 
hy the General Manager of the Factory 'A' in 1972 which recom- 
mended that forgings worth Rs. 2.71.80 78 r&ld he utilised in the. 
ordnance factory itself within next 4 to 5 gears and that out of the 
f o e n g s  so recommended. those worth Rs. 42.86523 have already 
heen utilised. Forging worth Rs. 8.87 l ~ k h  have been sent to  other 
factories. The Comnlittee would urgcd that ex~cdi t 'ons  action he 
taken to utilise the  balance forgbgs worth Rs. 154 lakhs which a n  
now available with the Ordnance factory. 



1.19. The Committee have beon informed that the press was 
capable of producing 40 tons per month of asserted sizes of rods/ 
sections working two 10 hours' shift and this is likely to improve 
after the commissioning of the two homogenising furnaces. The 
Committee regret to observe that the two homogenising furnaces 
which wore sanctioned in August, 1970 are still under trial run and 
that the capacity of the plant was not being fully utilisd due to 
lack of balancing facilities. In fact, out of 10 balancing equipments 
sanctioned in March, 1,967, one was commissioned in 1M,  one in 
1969, one in 1970, 4 in 1972 and one in 1973. The Committee would 
urge t.hat the Ministry should investigate the delays in the provision- 
ing of the balancing facilities and also in the commissioning of the 
homogenising furnaces. 
Purchase of shot blasting plants 
Audit  Paragraph 

1.20. An indent was placed by the Director Gencral. Ordnance 
Factories. in January 1964 on the Director General. Supplies and 
Disposals. for  procurement of four sand nlasting machines for a 
factory. These were intended to replace fbur old sand blasting 
machines in that  factorv. 111 reFponse to the  tender inquiry bv 
Director General. Supplies and Disposals. only onc quotation was 
received The firm quoted fur shot blasting ; ~ l a n t s  instead of sand 
blasting machines demanded bv the factory In June,  1964. the 
Director General. Supplies and Disposals, forwarded thr offw to the  
factor?. for .wrutinv and recommendation 

In  August 1964 the factory recornmendcd purchasc of the shot 
blasting plants The factory further csplained in No\-rrnber 1964 
that it  preferred shot blasting plants to sand blasting machines as 
sand blasting machincs involved health hazards to the men working 

:he machines. Since the shot blastinc plants offerr-d w w e  of 
largrr  capacitv than the sand blasting machines thc Director Gcne- 
ral. Supplies and Dicposals. nVas advised hv the Director Gcneral, 
c)rdnance Factories tn r7rocilrc1 on]\- two plants 

Aecordinglv the Dirrvtor C:cneral. Supplies and Dispclcals. placed 
an order on the firm in April 1965 for supplv of two shot blasting 
nlantg These plants which were procured bv the firm from their 
hrincipals abroad. were received in the factorv during .T~rlv-Auwst 
1966; when i t  was found that  some parts were missing. The mis- 
sing parts were received in June  1968 free of coat. The cast of 
thesc two plants (including cost of erection) was Rs. 4.00 lakhs. 

At the time of commissioning one of the  plant3 d11r;ng Novm- 
bers 1968, i t  was found that  as against the required air nressure of 



80 to 100 pounds per square inch the air pressure a t  the plant inlet 
varied from 50 to 65 pounds per square inch. as a number of 
machines in the same section of the factory were working on a 
common compressed air supply. Besides, the workload for the plant 
had also considerably declined in the meantime. The plant could 
not, therefore, be put to use. The Ministry stated (December 1973) 
that action was being taken to provide an independent air com- 
pressor for the plant so that it could be utilised in the event of 
increase in workload. 

The second plant was installed in May, 1969. As, however, there 
was not sufficient workload. it was transferred in May !970 to an- 
other factory and installed there in September 1972 but in the latter 
factory also i t  remained unutilised (December 1973) for want of 
adequate supply of compressed air. 

[Paragraph 8 of the Report of the Comptroller R. Auditor 
General of India for the year 1972-73, Union Government 

(Defence *ices) ] 

1.21. The position of sand blasting machines (as Qn 79th Decem- 
ber, 1974) as indicated bv the Ministry is given below: 

SI. Regd.No. Ycarof 
No. purchase 

Source of Purchase 

3 2946 12-3-21 'rilgh man sand Blasting CCI. Ltd.. England. 

1 2628 12-3-21 I'ort Engg. Works. Glcutta. 
- - - - . - -- . - - -- -- - - -- -- --- 

1.23. According to Audit. the Ministry had, inter-alin intimated 
them in Deccmbc~r. 1973 that aftcr scrutiny of the offer. Factory 'A' 
had reco~nmended procurement of Gutman Shot Blasting Machines. 
While recommending the machine. the factory. had observed that 
the machines could be suitably equipped with internal cleaning 
attachment, which would not only save extra time for internal 
cleaning that would also eliminate requirement of a separate internal 
cleaning machine. Shot Blasting Machine was also preferred to 
Sand Blasting Machine since the latter involved health hazard to 
the workers and the technical rmultr: attained were also practically 

the same. 



1.23. The Committee enquired why then the factory initially did 
not indent for shot blasting machines if these were expected to 
give better performance and would avoid health hazard to the 
workers. The Ministry in a note have stated: 

"The sand blasting machines were originally indented on 
like to like replacement basis, to replace the old sand 
blasting machines, a. per the normal replacement pro- 
cedure. The  Shot Blasting Machines indented included 
accessories like dust extractor and conveyvors system, 
which would have reduced health hazard." 

1.24. Asked whether the factory had any experience nf using shot 
blasting plants. the Ministry in a note have stated: "Yes, but not 
of the fully automatic type. wiih electronic control Iike thc plants 
procured." 

1.25. According to Audit para the two shot blasting machines 
were received in the  factory during July-August. 1966. when i t  was 
found that some parts were missing. The  missing parts were re- 
ceived in June, 1968 free of cost. The cost of these two plants (in- 
cluding cost of erection) was Rs. 4.00 lakhs. 

1.26. The Ministry had informed Audit In Decembrr. 1973 that 
on commissioning one of the plants, i t  was fo~ind that since a large 
number of machines in the same section were working on a common 
Compressed Air Supply. the air pressure a t  the plant inlet varied 
from 50 to 65 P S. I .  (Pound per Square inch) as again.:t a require- 
ment of 80 to 100 P.S.I. Asked whether it was not kno l~ t i  to the fac- 
tory when it accepted the shot blasting plants that the air pressure 
required by these machines was more than what was available. the 
Ministr?f of Defence. in a note. have informed: 

"The requisite air pressure was available in thc particular 
shop. where the nlant in question had been installed. The 
pressure of air maintained a t  the main reservoir was 
about 90 lbs. per square inch from where thc nir required 
for the whole shop was provided The other penumatic 
machines which are  installed could work with variation 
of pressure even when the pressure temporarily dropped 
bv about 10 to 15 Ibs. per square inch. as compared to the 
prescribed presure of about 75 lbs. per square inch. It 
was, however. observed that in the cases of shot blasting 
plant if the pressure dropped ewen a little below 80 lbs. 
per square inch the plant stopped functioning. The factory 
became aware of this particular behaviour of the  plant 



only after the plant was commissioned (November, 1968) 
and tried out." 

1.27. The Ministry had informed Audit (December, 1973) that 
action was being taken to provide an independent air compressor 
for the plant so that it could be utilized in the event cf increase in 
work load Giving reasons for not providing the air compressor 
earlier and the latest position regarding the procurement and instal- 
lation the Ministry in a note (31-10-74) have stated: 

"(a) The machine was commissioned in November, 1968 by 
providing air connection from the existing distribution 
line in shell shop. When difficulty about fluctuating air 
pressure was faced, a separate line was drawn in 1969 to 
connect the machine with the main reservoir of the 
hydraulic house, where the compressors are located. Con- 
dition improved but not to the desired extent. A pipe line 
was subsequently drawn in August 1973 to connect the 
machine directly with one of the compressors. There was 
no difficulty of air pressure thereafter. 

(b) No separate air compressor was procured fcr the shot 
blasting plant in view of what is shown in (a) above. 

1.28. The Audit para states that by the time one of the plants was 
commissioned (November 1968) in Factory 'A' the workload for the 
plant had also considerably declined and the plant could not, there- 
fore, be put to use. In this regard the Controller of Defence Ac- 
counts (Factories) reported to Audit in August 1973: "It has been 
verified that the machine installed in Factory 'A' is being shown as 
'idley in the monthly Active/Idle statements prepared bv the Fac- 
tory up to May, 1973." 

1.29. I t  has been stated that the second plant was installed in 
May, 1969. As, however. there was not suficient workload, it was 
transferred in May, 1970 to another factory and installed there in 
September, 1972. 

1.30. Asked why it took more than two years to instal the plant 
in the Metal and Steel Factory, the Ministry in a note, have stated: 

"The plant was transferred to MSF in May, 1970 2nd the ins- 
tallation was completed in September 1972. .The factory 
could not concentrate on this work in the intervening 
period because of other priority work relating to the 
ereation of plant and machinery for production require- 
ment, namely soaking pits, HEC equipment of phase I 
and phase 11, annealing furnaces, 4000 mm Tropanniag 



machine, 5 ton pneumatic hammer and their associate 5 
Nos. of compressors." 

1.31. The DGOF had informed the Audit in December 1973 that 
the second shot blasting plant commissioned in November, 1972 at 
Factory 'B' could not be used subsequently for want of adequate 
supply of compressed air and to meet the demand of the compressed 
air, the factory had procured nine number of Air Compressors and 
action was being taken for commissioning those compressors. The 
Committee desired to know: 

(a) whether the air compressors had been installed; and 
(b) whether the plant had since been put to use and if so, 

when. 

1.32. In a note furnished to the Committee, the Ministry of 
Defence have stated: 

"(a) Two Air Compressors (out of a total of 9 compressors) 
required for the area have been installed. 

(b) The plant is expected to be in working order by 8th 
November, 1974." 

1.33. The Ministry of Defence had with them four sand blast- 
ing machines, two of which were purchased in 1921 and two in 
1 These weme conventional types of sand blasting machines. 
I t  has been admitted by the Ministry of Defence that Factory 'A" 
did not have any experience of using fully automatic type, with 
electronic control like the shot blasting plants which were procured 
against indent placed on the DCS&D in January, 1964. The Com- 
mittee have noted that against the indent for four sand blasting 
machines placed by Factory 'A' in January, 1961, the DGS&D, on 
tbe recommendation of the indentor, had placed an order on a firm 
in April 1965 for supply of two shot blasting plants. It was stated 
by the indentor that they preferred shot blasting machines to sand 
blasting ones as the latter involved health hazard to the men work- 
ing on the machine. The Committee note with some surprise that 
although they had no experience of using fully adomatic type shot 
blasting machines, Factory 'A' approved the procurement of two 
such plants against tbeir original indent of four sand blasting 

-machines. Some parts were missing from the plants which were 
received in the factory during July-August 1966 and it took 
another two years to provide the missing parts. The reams for 
thh  particular dslsp have not been explained. The Committee 
desire that responsibility for all these lapsen should be fixed. The 
tpantity and value s f  the missing parts sbould be intimated fo the 
Comdttee. 



1.34. Another unsatisfactory feature is that, on account of the 
variation in the airl paessure, the pCants became inoperative and 
slao the workload in the meantime had registered a fall. When 
the difficulty about the fluctuating air pressure arose, Factory 'A' 
after some make-shift arrangements took action in 1969, ie. after 
about a year of its commissioning to connect the machine directly 
with one of the compressors. The second machine for which there 
was no adequate workload was transferred to another factory in 
M a y  1970 and there also it could be installed only in September 
1972, i.e. after a lapse of two years. The explanation of the Minis- 
try that the installation of the plant could not be completed due 
to other priority works is unconvincing. The Committee note that 
out of 9 compressurs procured for this factory, only two com- 
pressors could be installed for supply of compressed air to the 
second shot blasting plant. They deplore the la& af advance 
planning in the matter of procurement of machines and their utili- 
sation by providing air compressors. They would like that the 
reasons for the delay in providing compressed air supply to the 
shot blasting pIants should be funy probed and responafility 
fixed. 

Purchase of filling machines 

Audit Pnragraph 
1.35 In January, 1964. the Director General, Ordnance Factories 

Calcutta. placed an operational indent on the Director General, 
Supplies and Disposals for supply of four single spindle circular 
groove and slut mill~ng machlnes to factories 'A' and 'B'. The 
tenders received bv the latter were sent to the Director General, 
Ordnance Factories. in April 1964. who selected the machines offered 
by firm 'X' and sent the tenders to factory 'A' (Julv 1964) for 
scrutinv and comments regarding suitability of the machines offer- 
ed. Factory 'B' was not consulted about suitability of the machines 
at that stage as according to the Director General, Ordnance Facto- 
rles, only the question of selecting the acceptable offer was involved 
and anv of the two factories was technically competent to do this. 
According to factory 'A' the machines offered were suitable. On 
receipt of tender document r; in January 1965 for selecting accessories, 
Factory 'B' Informed the Director-General. Ordnance Factories en 
3rd February 1965 that i t  required general purpose machines and the 
special purpose machines offered by firm 'X' would not he useful as 
it was not executing jobs requiring such machines. Meanwhile. the 
Director General, Ordnance Factories, had instructed the Director 
General. Supplies and Disposals, on 15th January, 1965 to purchase 
all the four machines from Arm 'X'. 
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Firm 'X' supplied two machines costing Rs. 2 62 IsRhs t o  factory 
'B' in February 1966. The machines were commissioned in Novem- 
ber 1966. As workload in the factory was not efisugh for two 
machines, one of them was declared surplus in Fet>ruay 1972. This 
machine was transferred to factory 'C' in February 1972 and was put  
to use there from August 1973. As the other machine in Factory 'B' 
was also being used only intermittently, in April 1969 the Director 
General, Ordnance Factories ordered its transfer to factory 'D'. 
Factory 'E'. however, offered the machine to factory 'D' only in 
April, 1972. but the latter did not take the machine. The machine 
was thereafter offered to factory 'E' in January 1973. which also did 
not take it as i t  was too big for its works. In April 1973, the Direc- 
.tor General, Ordnance Factories. instructed Factory 'B' to inform 
other ordnance factories about availability of this machine but none 
of the f"1ctories showed interest in it. The Ministry stated (Decem- 
ber 1973) that possibility of transferring this machine to factory 'PH 
WE; being explored The Ministry also stated that these machines 
were nurchased as t h ~  Director General, Ordnance Factwies, 
thoughi that, being very versatile and modern. the machines wourd 
be valuable assets for future utilisation. 

[Paragraph 9 of the  Report of the &mptroller S; Auditur 
General of India for the year 1972-73, Union Government 

(Defence Services) 

1.36. T h r  Committee desired to know why E'actorv 'B' was not 
consulted t~ find out whether i t  needed the machines for the jobs 
i t  was c~xecuting when the tenders were sent to Factory 'A' for 
scrutiny and comment.- regarding suitability of four single spindle 
circular qroove and slot millinp machines offered hv Orient Engi- 
neering & Commercial Co. Ltd.. Calcutta and selected by the 
Director Ccmeral Ordnance Factories. The Minist;!., in a note, 
have s t a t d :  . , .  . 

"The demand of Factory 'B' for two HNT M3V Vertical 
Ik?illlnq Machines was received at about the time when 
the demand of two Single Spindle Circular Groove and 
Shot Milling Machine was received from factory 'A' 
The latter rnachinc was more modem and capable of 
undertaking the t y ~ e  of intricate jobs encountered by 
factory 'B'. DGOF intended to procure modern e q u i p  
ment for various factories, i t  was. therefore, dccidcd to 
combine the demands of Factorv 'A' and Factory 'B' ar,d 
to procure four single Spindle Circular Milling Machine* 



The aopies of indent dated 22nd January, 1964 placed on 
lXZS&D for these machines and DGS&D tender enquiry 
dated 5th March, 1964 were also endorsed to Factory 'A' 
amd Facto'ry 'B'. Factory 'B' sent several reminders 
between March, '64 to November, '64 for the procurement 
of Single Spindle Circular Groove Machines indented. It 
apparently confirmed that the factory was not averse 
ta the procurement of these machines. 

The scrutiny and comments on the machines offered against 
the tender opened in April, 64 could be finalised by 
Factory 'A' only by 21st December, 1964. As the 
DGS&D was expediting for comments DGOF sent the 
comments on the tenders to DGS&D on 6th January, 
1965 without reference to Factory 'B'. 

1.37. The Ministry had informed Audit (December 1973) that 
the machines were accepted on the bads that they were very 
versatile and modern machines with wide application and that i t  
had been the policy to modernise the plant and machinery in the 
ordnance factories as far as possible. The particular operation in 
Factory 'R' for which the procurement of the machines was origi- 
nally initiated, was being carried on one of the existing machines 
and this position was known to the Director General Ordnance 
Factories while accepting the machines offered by Orient En@- 
neering & Commercial Co. Ltd., Calcutta. 

1.38. Accoding to Audit paragraph, Factory 'B' had informed 
the DGOF on 3rd February, 1965 on receipt of tender documents 
f n January 1965 for selecting accessories, that i t  required general 
purpose machina and the special purpose machines offered by the 
supplier firm would not be useful as i t  was not executing jobs re- 
quiring such machines. In a note, the Mini* have also con- 
firmed that the Factory 'B' did indicate that it required only gene- 
ral purpose machine and not special purpose one when it infi- 
mated its requirement to DGOF before the latter pIacecl the indent 
on the Director General Supplies and Disposals. 

1.39. Asked to state whether on receipt of infimation from F a c  
torv 'B' in Februarv 1W regarding the type of machine required 
bg'them, the DGOF had made any attempt to reduce the number 



of machines onlered before DGS&D had concluded the contract on 
6th April, 1965, the Ministry, in a note, have clarified: 

"No. As explained above, the machines ordered were modern 
and capable of executing the type of intricate jobs en- 
countered by Factory '3' and would thereby, reduce the 
floor to floor timing for milling of components." 

1.40. Factory 'B' received two machines costing Rs. 2.62 lakhs 
in  February 1966. Asked about the due date of delivery of the 
machines, the Ministry have furnished the following details: 

"Delivery in 5,'6 months Ex. works Germany from the date 
of receipt of order and import licence guaranteed sub- 
ject to X S & D  Force Majeure clause to be completed 
by 31st December, 1965. The acceptance of tender 
dated 6th April, 1965 was amended by DGS&D on 26th 
June, 1965 to include certain accessories and again on 
30th August, 1965 alloting two machines, each to 
Factory 'B' and Factory 'A' a t  the request of DGOF. 
Delivery date was extended by DGS&D from 31st 
December, 1965 to 15th February, 1966 then again to 
31st March. 1966. Supplies were rendered (23rd Feb- 
ruary, 1966) within the extended delivery date." 

1.41. Asked why the opportunity of extended delivery date was 
not availed of to cancel the contract or reduce thc number of 
machines ordered. the Ministry have stated: "The machines were 
required." - 

1.42. The Audit para states that the two machines received in  
Factory 'B' in February 1966 were commissioned in November 
1966. The Committee desired to know why it took about 9 months 
to commission the machines. The Ministry, in a note, have stated: 

"A decision regarding the section in which the machines 
were to be installed was taken in March 66 (18th March, 
1966). One machine was erected by 25th July, 1966 (in 
Ma  Annex) and the other by 31st July, 1966 (in Tool 
Room). The firm, M/s. Orient Engineering and Com- 
mercial Co. Ltd., Calcutta, were requested by Factory 
'B' on 5th August, 1966 to depute their representative for 
commissioning the machines. After repeated remifirters 
the firm's representative arrived in Factory 'B' in Nov- 
ember 1966 (25th November. 1966). The machines were 
commissioned in November 196W (30th November 1966) 



The inspection (mechanical portion) was completed an 
19th November, 1966. In the mean time the machines 
were tried out and trickle production was also achieved" 

1.43. Asked to state the extent of utilisation of the machines in 
Factory 'B' till January, 1972, and the reasons for declaring one 
machine surplus in February, 1972, more than 5 years after com- 
missioning when the work load in the Factory was not enough for 
two machines, the Ministry have stated in a written note: 

"One machine (Reg. No. 5426) was working in one shift all 
along since installation, during the period the machine 
was in Factory 'B' exce'pt for short period at a time for 
lack of sufficient load. The other machine (Reg. No. 
5424) was active in one shift only from December 1966 
to March 1967, active in one shift throughout and some- 
time in two shifts between April 1967 to March 1970, 
active in both the shifts during April 1970 to December 
1971 and sparingly used thereafter un account of lack of 
load till the machine was transferred to Factory 'C' in 
February 1973." 

1.44. In regard to whether Factory 'C' had placed any demand 
on DGOF for this type of machine, the Committee were informed; 

"Covering demand bearing No. 5 and 6,NC VFJ,73-74 in res- 
pect of certain machines including slot milling machine 
(GCF Regd. No. 5424) was placed by Factory 'CI' on DGOF 
on 22/23 .8.73." 

1.45. According to the Audit paragraph, in April 1969, the Direc- 
tor General Ordnance Factories had ordered transfer of the other 
machine from Factory 'B' where it was being used intermittently 
to Factory 'D' but the offer was made by the former only in April 
1972 and the latter had refused to accept it. Asked about the justi- 
fication of delay of 3 years in making an offer, the Ministry inti- 
mated the following in a written note: "The machine was not 
transferred to Factory 'D' as it was under utilisation due to exigen- 
cies of production requirements till April, 1972." 

1.46. The Committee then enquired (i) why it took more than. 
8 months to offer the machine to Factory 'E' in January 1973; and 
(ii) whether the requirement of Factory 'F' was ascertained in 
April 1973 when information about availability of this machine 
with Factory 'B' was circulated to other ordnsnce factories. 

The Ministry. in a note, have stated "Factory 'E' had earlier 
declined to accept the machine on the ground that it would not meet 



their requirement. On 27-12-72 an ofllcer from the DGOF Hqrs. 
visited Factory 'E' and requested the General Manager, Factory 
'E' to inspect the machine personally, which the G.M. did and con- 
firmed that machine could not be used by the Factory 'E. The 
machine was again circulated to all Ordnance Factories in September 
1973. DGOF Anally issued instructions in Novembor; 1973 for 
transferring the machine to Factory 'F' for use by them against 
their requirement of one Kopp Rotary Milling Machine." 

1.47. The Ministry have further stated that the machine has 
since. been transferred to Factory 'F* and has been put to use. 

1.48. From the material made available before them, the Com- 
mittee think that the concerned oficers in the Directorate-General 
of Ordnance Factories are answerable for the purchase of two 
machines (single spindle circular groove and slot milling) costing 
Rs. 2-64 lakhs for Factory 'B' when the letter had demanded two 
HMT M3V Vertical Milling Machines. Not only was the purchase 
effected in haste for which no satisfactory explanation has k e n  
advapced but it was thrust upon Factory 'B' who could not put it 
to any efftec'tive use. The result has been that there was a frantic 
search for a possible user of au unwanted machine among the 
various Ordnance Factories until it found a berth in Factory 'F' in 
1973? i.e. about six years after its purchase. The Committee recom- 
mend that responsibility for various acts of omission and commission 
shouid be fixed and a report of the action taken intimated to them. 

1.49. The Conamittee are not at all convinced by the argument 
advanced by the Ministry that single spindle circular @owe and 
slot milling machines "were modern and capable of executing the 
type of int icate  jobs encountered by Factory 'B'" The scrutiny 
q d  comments on the machines offered against the tender opened 
in April, 1964 could be finaliscd by Fnctory 'A' only by 
21st December, 1964. As the DGS&D was expediting for com- 
ments, the DGOF sent the commenb on the tenders to DGS&D on 
6th January, 1465 without reference to Factory 'B'. There should 
have bean proper assessment of the requirements followed by con- 
sultations with the user as to the possible utilisalion of the machines 
indented for. This was not done. There was no justification 
whatsoever for not consulting Factory 'B' about the suitability or 
otherwise by DGOF, when the commmts of Factory 'A', one of the 
indenters had .padflcally been sought. This gives rise to serious 
suspicion of corruption. The explanation of the Ministry that tks  
fact that Factory 'B' "sent several reminders for the provwmant 
of single spindle circular groove machine indented apparently con- 
ftmed that the factory was not averse to the procurement of th- 



machines" is plausible but not convincing. The MLnistry them- 
selves have confirmed that Factory 'B' wanted general purpose 
machine and not special purpose one. The Committee would l i b  
to express their displeasune at the manner in which the deal was 
rushed through and de&e that responsibility for the lapses should 
be fbred. 

1.50. The Committcse fail to understand why the concerned 
officials of the DGOF took no action to reduce the number of 
machines on order when they became aware in February, 1965 that 
Factory 'B' required a general type machine. They also fail to 
understand why no action was taken to reduce the number of 
machines when the delivery date was extended. The assertions of 
the Ministry that the machines were required have not been proved 
by the total evidence produced. One machine worked in one 
shift only since installation and the other machine worked sporadi- 
cally in one or two shifts from December, 1- to December, 1967 
and thereafter was declared surplus on account of lack of load. It 
was transferred to another ordnance factory in February, 1973 and 
put to use there. The other machine was in use till April, 1972 
Thereafter it was offered to Factory 'E' who had earlier declineil to 
accept the machine on the ground that it 'would not' meet their 
requirements. Aftcr the General Manager of the Ordnance Fac- 
tory had confirmed that the machine could not be used by Factory 
'E' it was again circulated to all the Ordnance Factories in Septem- 
ber, 1973. F i d l y  in November, 1973, the machine was ordered to 
be transferred to Factory 'E' for use by them against the require- 
ment of onc Kopp b t a r y  Milling Machine. 

1.51. The Committee consider that the DGOF had failed to en- 
sure the full utilisation of the two machines which had been pur- 
chased at co~l~irlerablc cost. Apart from this, the DGOF was 
totally ignorant of the actual requirements of the various Ordnance 
Factories and this k evident from the fact that circular letters had 
bcwn issued to various Ordnance Factories enquiring whether they 
would accept one of the machines declared surplus by Factory EB'. 
The Committee desire that individual responsibility for indenting 
the unwanted machines should be fixed and the action taken in 
this regard intimatad to them. A report about the utilisation of ' 
the machines by Factory 'C' and Factory 'F' sbould also be furnish- 
ed to the Committee for their information. 
Purchase of rustless s t u d  protector 

Audit Parapaph 
1.52. In February, 1967, the Director General. Supplies and rX7. 

posals, plac4  a running contract on flrrn 'A' for supply of rustless 



stud protector (for re-inforcing shoe soles) during February, 1987 
lo January, 1968 a t  the rate of Rs. 4.29 per kg. for the first 13,000 
kgs. and Rs. 4.60 per k.g. for the balance 99,660 kgs. of the total 
quantity, 84,510 kgs. were to be supplied to the Defence De- 
partment af ter inspection by the Defence inspec tora te. 

Only 65,561 kgs. were offered for inspection during July, 1067 to 
July, 1969, of which only 14.461 kgs. were accepted by the Defence 
Departmen: during August, 1967 to January, 1969. The time taken 
in  inspection of stores was 19 days for one lot, 25 to 27 days for 13, 
113 days for another and 278-283 days for two more lots. The 
Ministry of Defence stated (February. 1973) that the delay in 
inspection was due to the poor quality of the studs suppled, which 
necessitated re-tests in some case and references to the indentors. 

The firm made repeated representations against rejection of 
40.600 kgs. by the Defence inspectorate and pointed out in July, 
1969 that instead of testing the stores by spray with seawater, as 
provided in the contract, these were tested with petrol. The 
firm also state3 in January. 1970 that the balance 10,000 kgs. 
lying with it would be disposed of a t  the risk and cost of Gov- 
ernment. The Ministry .of L a ~ v .  to whom the case was refer- 
red, held in January, 1970 that. if the allegations made by the firm 
were correct, it would not be possible to say that the firm had com- 
mitted a breach of contract. The Ministry of Defence stated 
(Feruary, 1973) that actually salt spray test provided in the con- 
tract was carried out. but since the studs were failing in this test 
a few samples were washes with petrol to see whether the firm had 
carried out the phosphating process properly. The Ministty added 
(January, 1974) that the firm had agreed in August, 1967 for use of 
any solvent for this purpose. 

In a meeting held in May, 1970 the representative of the firm 
contended that, because of extraordinary delay on the part of 
Defence inspectorate. the firm had not been able to cornplete the 
supplies and. in the meanwhile. market rates of the raw Materials 
harl risen and the firm was not in a position to supply anv stores. 
The Ministry of Law held in July, 1970 that the reasonable time 
for clearance of samples could at  most be 15 to 20 days and actual 
time taken could not be considered reasonable and that the  firm 
would be within its rights to treat this as a breach of contract on 
the part of Government. 

The balance 70.049 Kgs. outstanding against the contract was 
cancelled on 11th December, 1970 by the Director General, Sup 
plies and Disposals, (without financial repercussions on either side) 
with the concurrence of the firm. 



Thereafter, a fresh tender enquiry was floated and tenders were 
opened on 31st March, 1971. Six quotations (including one from 
the defaulting firm) were received. The National Small Industries 
Corporation did not issue competency certificate in favour of the 
first and second lowest tenderers as the former was booked with 
other orders and the later did not posses requisite facilities to 
manufacture the studs. The third lowest offer was from the de- 
faulting firm. Of the three higher offers, two did not conform to 
specification and the other was subject to issue of import licence. 
A fresh contract was, therefore, executed with the defaulting firm 
in June, 1971 for supply of 54,549 kgs. by 31st December, 1971 (tho 
indentor had withdrawn demand for 15,500 kgs.) at  the rate of 
Rs. 6.48 per Kg. The method of inspection of stores according to 
the fresh contract was the same as in the original contract. 

Actually, upto the end of December, 1971, the firm tendered for 
inspection only 7,850 Kgs. of the studs against the latter contract 
out of which 7,645 Kgs. were accepted. This quantity included 
3.752 Kgs. which were accepted with 3 per cent price rduction as 
the thickness of plating was less than that specified in the contract. 
During June. 1972 to 1st October. 1973. 75,850 Kgs. more were ten- 
dered for ir, pection of which 15.835 Kgs. were accepted and that 
two with 5 per cent reduction in price due to defects of design. 
workmanship and finish which were considered to be of a minor 
nature. not affecting the usefulness efficiency of the studs. The 
Deptt. has not yet (October, 1973) got 31,069 Kgs. of studs ordered 
in February, 1967. Apart from this as compared to the earlier 
price it had to pay Rs. 0.37 lakh more for 23,480 Kgs. of studs 
already accepted against the second contract (after taking into ac- 
count the reduction in price for substandard quantities supplied) 
and would have to pay Rs. 0.58 lakh extra for the balance, when 
received. 

[Paragraph 12 of the Report of the Comptroller & Auditor 
General of India for the year 1972-73, Union Government 

(Defence Services) 1 

1.53. The Committee desired to know whether the firm M 's. 
Kohli Industrial Corporation (Pvt.) Ltd., Kanpur on which the 
order for suppl~. of rustless stud protector was placed, had s u p  
plied the item previously and how was their performance then. 
Ministry, in a note have s t a t d :  

"Yes, orders were placed on the firm in June, 1963 and Octo- 
ber, 1985 for supply of 44,800 Kg;. and 1 2 , W  Kgs. res- 
pectively. The quantity on order of Octohr ,  1965 was 



comparatively small and was tendered in 2 lots (one of 
10,000 Kgs. and other of 2,500 Kgs.) The A m  did not 
supply the store with zinc plating or phosphatising, but 
by chemical blackening with oil sealing. The store 
tendered was found to have certain other defects as 
well, but was accepted in view of the operational UP 
gency of the store. The records to indicate the perform- 
ance against the order of June, 1963 is not available, 
because these have been destroyed in accordance with 
the standing instructions relating to retention of old 
records.' 

1.54. Asked further whether advance samples were taken from 
the firm in 1967 and approved, the Ministry have furnished the 
following information:- 

"In the tender enquiry, the tenders had been requested to 
submit the advance sample to the CIGS. Kanpur for test 
and approval. Mls. KohIi Industrial Corporation 
Kanpur in their tender intimated that they were past 
suppliers of stores. hence the advance samples from the 
firm was not insisted upon. The A 'T stipulated that the 
contractors should carry out a through pre-inspection of 
each quota to minirnise chances of rejectirn in inspec- 
tion The firm subm~tted (on 21st March. 1967) advance 
sample for own guidance which ~va., not entirely ac- 
ceptable on account of defective, protective treatment 
The defect persisted in the revised adtvance sample 
(submitted on 12th April, 1967). It  was not obligatory 
to get the advance sample accepted hcforc bulk supplv. 

1.55 It has been stated in the Audit Para that the time taken 
in inspection of stores (65.561 kgs ) offered bv the firm for the 
purpose upto July. 1969; was 19 days for the lot, 25 to 57 days for 
13.113 days for another and 278 to 283 days for two more lots. The 
Ministry had stated (Februaq, 1973) that the dclay in inspection 
was due to the poor quality of the studs supplied. which necessitated 
re-tests in some cases and refercence to the indentors. 

1.56. Explaining the normal time required for inspection of 
stores of this type and the reasons why inspection took SO much 
time in this case, the Ministry in a note have stated:- 

"The normal inspection time for .such a store may be taken 
to be four to six weeks for a lclf However, in the enrlier 
stapes in the A'T in question, longer time was taken 
because basic studs of lmported origin were not of unl- 
form quality and in the earlier stages every aspect o l  the 



stud, e.g. proper formation of head, eccentricity of shanks, 
formation of ribs and fitness of the point, as well as the 
preservation treatment had to be exarnind. 

Out of a total of 18 deliveries, relatively long time was taken 
in the case of the first delivery for which reasons have 
been stated in the previous Paragraph. Thereafter, deli- 
veries were cleared within reasonable time in each case, 
except in the case, of delivery Nos. 12 and 13. 

The process of inspection in the case of the above two deli- 
veries was initially started a t  the normal s p e d .  In the 
case of the first delivery, for example, the samples were 
drawn within a day of the receipt and were forwarded 
to the. .  . .for test again within a day. The test report 
was also received within 4 weeks. However, when the 
delivery was about to be cleared, the inspector learnt 
that the consignee i.e.. . . . . .had rejected the entire 
acceptance against all the previous deliveries on block 
and only a quantity of some 13,000 Kgs. had been 
accepted out of some 45.000 Kgs. offered. With this 
development an impasse had been created in the face of 
which the Inspection could not proceed further. This 
impasse was referred to higher inspection authorities. 
Since, however. a number of parties were involved, viz. 
the bulk inspector. inspection authority, the consignee, 
DGS&D and the Army S: Impection Headquarters, in 

- 11ving this issue. it took them about twenty weeks. 
After an understanding was reached with the consignee, 
it became necessary to subject thc two deliveries to 
reinspection which took about twelve wcekj." 

1.57. According to Audit Paragraph only 14.461 Kgs. were ac- 
cepted by the Defence Department during -4ugust. 1967 to January, 
19fi9 out of a total of 65.561 Kgs. supplied by the firm and the rest 
were rejected The firm ~nade  repeated representations against 
bulk rejection by the Defence Inspectorate and had also alleged in 
July. 1969 that a different mode of test than what was specified in 
the contract had been used for testing the stores. The Ministry 
clarified this point in January, 1974 in a note to Audit as under: 

"(a) The specification relating to the A/T. . . . . . I t  is not cor- 
rect that any test other than that  provided for in this 
specification was used to inspect the supplies made by 
the firm or the rejection was made on the basis of ang 
test other than that provided for in this specification. I t  
was only when it was found that the stores were failing 



in the prescribed test that the inspectors, with a view 
to ascertaining reasons for the failure took to washing 
the studs in petrol to And out whether the surface was 
free from rust before phosphating proems. It may be 
mentioned in this connection that the firm itself had 
agreed for use of any solvent for this purpose. 

The purpose of using petrol wash was to locate the cause of 
rejection so that the firm could be suitably advised to 
improve their mode of manufacture. It  may be men- 
tioned that Defence Inspection has a responsibility for 
helping indigenous production with Technical advice as 
and when necessarv so that, the indigenous sources 
develop capability t.o produce storei required by the Ser- 
vices of good quality." 

1.58. Asked whether it was explained to the supplier why wash- 
ing with petrol was done. the Ministry have stated: 

"No. The firm had suggested in August. 1967 to remove the 
rust preventive oil by any solvent to satisfy that the 
studs were not rusted prior to phosphating, a copy of the 
firm letter No 260 KIC dated 29th August, 1967 is cn- 
closed (Appendix I )  Petrol was used for this purpose 
as i t  wa,  considered most effecti~~e." 

1.59. As regards action on the representations of the firm against 
large rejectior? of stores. the Ministrv in a note have stated: 

'The matter was taken up with the Ministry of Law on the 
firm's representation that the inspectorate had changed the 
method of accepting the materials during the currency 
of the contract and rejected t h e  stores without any valid 
reasons. The Ministrt. of Law suggested the convening 
of a meeting to sort out the differences and ascertain the 
truth in the allegation made by the firm. Minlstry of 
Law's opinion was convqcd to CIGS, Kanpur. The 
meetinq was held on 28th May, 1970 The Arm's repre- 
sentative did not agree to supply the balance quantity of 
stores against the running contract due to the alleged in- 
ordinate delay in inspection and the increase i n  the raw 
material prices. I t  may be added that the high rate of 
rejection on the stud protectors was mafnly on account 
of ~nsa t i s f ac to r~  protective treatment. The firm had it- 
self suggested in August, 1967 to remove the rust preven- 
tive oil by any solvent to find out that the studs were 
not rusty prior to phospatfng." 



1.60. The Committee enquired whether it was explained to the 
Ministry of Law when the case was first referred to them, why the 
allegations made by the firm that a different mode of test than 
was specified in the A/T was used, were incorrect. In their reply, 
the Ministry of Defence have stated: 

"The firm's letter dated 12th October, 1969 alleging that the 
specifications had been changed and their l e tk r  dated 
17th January, 1970 alleging change in the "method of 
accepting the material' were duly brought to the notice 
of the Law Ministry by the DGS&D. 

The firm in their letter No. 1417,KIC,LO;D,69 dated 12th 
October, 1969 allegcd that they could not be held res- 
ponsible for any change of "India in specification" on the 
part of the Inspector as in their tender enquiry they had 
mentioned that they will supply the stores as per their 
earlier two contracts. While making a reference to the 
Mini try of Law, the DGS&D commented that the firm's 
allegations were not correct as the firm in the tender had 
confirmed the specifications without any conditions. 
They had only intimated that they did not submit the 
tender samplc, as they had supplied identical stores 
against earlier contracti So far as the inspection of 
stores was concerned, the DGS8rD pointed out that this 
was within the competence of the Inspectorate, who had 
intimated that there was no case for recommendation fo r  
acceptance of the rejected stores. 

The Ministry of Law advi~ed that Inspectors' rejection 
would, no doubt, be final and conclusive i f  the stores are 
rejected on account of non-conformity with specifica- 
tions. But from the letter of the firm dated 25th July, 
1969, it would appear that there had been inordinate 
Jelav in testing. Consequently, straightwav cancellation 
of the outstanding quantities would not be advisable. 
The adviiable course would appear to be to give a notice- 
cum-extension to the firm stipulating reasonable time for 
supply of the stores. 

Subsequently. on Ministry of Law's advice, a meeting was 
held on 28th hlav. 1970 with the representative of IGS, 
but the firm refused to give any further supplies. 

In view of this stalemate, further reference to the Ministry 
of Law was made who advised that regarding rejection 



of stores by consignee on the grounds of earlier supplies 
by the consignee, the inspection/acceptance was to be 
governkd by specification governing the store. Regard- 
ing time taken for inspection, the Ministry of Law ad- 
vised that there were abnormal delays in  the inspection 
of stores and Government case did not appear to be On 
sound footing a d  the cancellation of the contract a t  the 
risk and expenses of the firm, therefore, would not ap- 
pear to be legally tenable." 

1.61. The Audit have stated that the balance 70,039 Kgs. out- 
standing against the contract was cancelled on 11th December, 1970 
by the  Director General, Supplies and Disposals (without financial 
repercussions on either side) with the concurrence of the firm. A 
fresh contract was executed with the defaulting Arm in June, 1971 
after floating a fre ,h  tender enquiry for suppllf of 54,549 figs. by 
31st December, 1971 at the rate of Rs. 6.48 per Kg. The method of 
inspection of stores acconiing to the new contract was the same as 
in the origina! contract. Ciarilying the  position in this regard, the 
Ministry of Defence had informed Audit in January, 1974: "It is 
correct that no change in the ,,pecification ~ v i i s  made in the second 
contract dated 7th July, 1971 placed on hl!s. K:)hl! Industries Cor- 
poratian. Kanpur. The specification governing supply against 
both A/Ts. provided for alternative protcctivu coatings as fol!ows:- 

(i) Zinc plated which is achieved by electro-galvanking by 
coating with Zinc by means of Electrolvtic process. 

(ii) Phosphatising and thereafter sealing with an?. of the 
specified sealing solutions. 

The stores supnlied agalnst the second A T of J u b ,  1971 were 
pro-:idcd \s.ith protectlre coating a3 qlven in as alter- 
native (1)  above namely by Electro Galvanising. In this 
case the question of using petrol wash to check up 
whether rust had set prior to the process did not arise 
s1nt.e Elecutrr~ Galvan idq  does not take place on rusted 
surface." 

1.62. Out of 7.850 Kgs. of the studs offerod for inspection upto 
December, 1971 under the fresh contract, 7.645 Kgs. were accepted 

' and this quantity included 3.752 Kgs. which were accepted with 3 
per cent price reduction. Another lot 75,850 Kgs. was tendered for 
inspection upto October, 1973 of which 15,835 Kgs. were accepted 
and that too with 5 per cent reduction in price (The figures were 
later on changed by the Ministry of Defence in February, 1974 to 
read as 75,160 Kgs. and 20,500 Kgs. respectively). 



1.83. Asked to state why there were such large rejectionr fir 
respect of the second AJT also and on what basis the price reduc- 
of 3 per cent and 5 per cent was worked out, the Ministry have in- 
formed the Committee in a written note: 
LIL 

"Ttic supplies during second A T were stili not quite satis- 
factory and the standard of the store was not as required." 

"Thc studs tendered by the iirm suffered from certain 
dimensional discrc*pancies, such as the wall of the cavity 
was n o t  uniform alround the periphery, the head was 
not circular in  .ihspc, etc. It  was, however, felt that the 
serviceability of the store was not materially affect- 
c d  by these discrepancies. Consequently. reduction 
of 5 per ccnt was considered reasonab.~ idr lack of 
due care on the part of t he  firm in the execution of the 
contract. 

It may be added that thc decision regarding :hc price reduction 
u-as judiciously taken at the level of the CIGS himself and not left 
to the inspwting officer. Further, the MGO had expressed urgency 
for the supply of this store in November, 197'7 and had himself sug- 
gested acceptance of m7cn slightly below specification stores under 
price reduction. " 

1.64. According to Audit paragraph, till October. 1973 the 
Departmerit had not got 31,069 kgs. of studs ordered in February, 
1967. In this regard the Ministry of Defence had furnished to 
Audit on January, 1974 an extract of comments of the Director of 
Ordnance Services, which 1s reproduced below: 

"Our demands are based on an I P  (Interim Period) of 33 
months. At any given p i n t ,  therefore our assets cons- 
titute the stocks plus the dues-in. At the time the 
subject Running Contract was placed assets which inclu- 
ded reserves, were available and were being ctmsumed 
gradually as time passed by.  Simultaneously. ~urwasta-  
ges were also gradually declining. Some quantities which 
materialised against the orders of MIS. Kohli Industries 
Corporation added to our assets. Thus on 1 February, 1972 
we still had a stock of 35.639 Kgs. i n . .  . . . . . . . .alone. 
After that date due to the inherent system of rationing 
when stocks are insufficient, the dues-out started mount-' 
ing. The dues-out at  present is in the order of 25.000 Kgs. 
A demand for 50,000 Kgs. had recently been placed 
on the D.G.S. & D. 

1.65. The Committee enquired what was the present position of 
supply, whether any action had been taken against the supplier for 



W a y  In supply and whether Government had made any 'risk' 
purchases, the Ministry have stated in a note: 

"(a) The balance quantity against the order haa since been 
supplied. 

(b) The case is not yet finalised. The delay in supply will be 
taken into account while deciding the release of the 
balance of 5 per cent payments to the Arm. " 

1.66. In view of the difficult situation regarding procurement of 
stud protectors for Defence Services brought out in the Audit 
paragraph the Committee enquired about the annual requirement 
of studs and their sources of supply. In a written note furnished to 
the Committee the Ministry have stated as under: 

'The  requirements of the studs are dependent on the wastages 
in the user units. The average annual requirement is of 
the order of about 50.000 kgs . 

The said protectors were ~mported from U.K. till may 1963 
and thereafter procured through DGSSrD from indigenous 
stockists of imported studs. The traders ~mportcd ?he 
stud protectors agalnst their  commtrc~al qurtta in ungal- 
vanised condition and then  supplied after galvanlslng 
against DGS & D contracts. 

According to the available records, t he  studs ~ v c r c  first proc~ilr- 
ed indigenously in June 1963. 

None of the suppliers can yet 'uc called a n  established sourcr. 
as the supplies. so far have mostly been made from import- 
r.d stocks only giving rust pleventlvc trcatrnent (galvanl+ 
ing or other treatment) In the country The rate of cri!:- 

plies has also been erratic. MIS. Universal lndustr~cs 
Rajkot did make an attempt to establish the manufncturc 
within the country. TWO A/Ts were placed in May 1966 
and August 1968 on the Arm for the supply of 15000 kgs 
and 20000 kgs. of stud pmtectors respectively. The sup- 
plies did not strictly conform to Defence specifications and 
the studs supplied by them had to be accepted under de- 
viation with price reduction. 



The firm was not quite successful in supplying studs of requir- 
ed standard and did mt execute any further orders. The 
names of the past suppliers of studs made from imported 
studs are given below: 

(i) M(s. Indo National Traders, Kanpur. 
(ii) MIS. Delhi Hardware Traders, Delhi. 

(iii) MIS. Kohli Industries Corporation, Kanpur 

(iv) MIS. Industrial and General Trade Corporation, Agra. 
(v) MIS. Universal Industries, Udyog Nagar, Rajkot. 

(vi) Mls. Ramdas Barkat Ram, Delhi. 
1.67. To a question whether it had been possible to find out any 

alternative source of supply, the Ministry have stated that there is 
no dependable indigenous source of supply. The efforts to estab- 
lish the indigenous manufacture of the store continue to be made. 

1.68. The average annual requirement of studs for the Defence 
Department is of the order of 50,000 kgs. Till May 1!Kj3, stud pro- 
tectors were imported from U.K. and thereafter the DGS&D ohtain- 
ad supplies from indigenous stockists of imported studs The 
traders imported the stud protectors against their commercial quota 
in ungalvanised condition and then supplied after galvsnising 
egainst DGS&D contracts. According to the information furnished 
to the Committee, none of the ruppliers can yet be called an wtah- 
lished source, as the sttpplies so f a r  have mo\tl?; hcen made trom 
imported stocks only giving rust preventivc treatment in the coun- 
try The stippticss made hy a firm i n  Rajkot did not strictly conform 
to Defence qpt~cificntions and the < t ~ d s  supplied by them had to be 
accepted under deviation with price reduction. 

1.69 The Committee a r t  surprised that although the requirement 
of Defence Department \ \as known. the DGS&I) has not been able 
to locate any dependable indigenouc supplicr nor any positive steps 
have heen taken by the Covernmcnt for the setting up of suitable 
units for the production of studs indigenously. A11 that the Minis- 
try could say is that "cfforts to establish the indigenous manufac- 
ture of the store continue to be made." The Committee desire that 
the Government should intensify their escorts to locate one or more 
dependable manufacturers of this item so that the Defence supplies' 
may not be hampered. 

1.70. The Committee have noted with e a t  concern that MIS. 
Kobll Xndpstrial Corporation (Pvt.) Ltd.. Kanpur were required to 
supply 80510 kgs. of rustless stud protectors after inspection by the 



Defence Innpectonte but only 6!5,561 kgs. could be offered for ins- 
9ecQion and out of this quantity only 14,461 kgs. coulcl be accepted 
by the Defence Inspcctomte. The time taken for the inspection of 
studs varied from 19 days for one lot, 25 to 27 days for 13 lots, 113 ' 
days for one lot and 278-283 days for two lots, although the normal 
ii1::lection time for stich slorcs is stated to be 4 to 6 weeks for a lot. 
The Committee are burpriscd to be told that "when the delivery was 
about to bc cleared thc inspector learnt that thc consignee,. . . 
had rejc~tcd the r~l t i rc  acccptmlrrs against all the previous deliveries 
cn block and only a quantity of sonw 13,000 kgs. had been accepted 
out of some 45,000 kgs. offered. With this drvdopment an impasse 
had been created in the facc of uhirh thc inspection could not pro- 
ceed further." The Corurnittcc would like the Defence Ministry to 
investigate and ascertain how the Defence Inspectors had, in the 
first instance. cleared the consignments which wcrc. at a later stage, 
rejected hy the consignee. The Committee apprehend that there 
may \veil have been collusion hetwern the supplier and the Defence 
insjwxtors. as otherwise targe quantities of doubtful quality could 
not have accepted in the first instance. It is regrettable that 
it took 20 weeks in resolving this issue, leading ultimately to reins- 
pection of the goods which also took another 12 weeks. The Dc- 
fence Inspectorate is answerable not only for the acwptrlnce of 
goods of doubtful quality in the first i~lstance but also for thc de- 
l a ~ s  nt all stages in accepting the consignments offcrcd by the firm, 
t h e r e h  putting the indentor to cansidernblc diwdvantagc. 

1 71 The Committee have been informed that thc qirestion of 
representation of the firm against large rejection of stores, on ac- 
count of following a different made of tvstiag than the specified in 
the acceptance tender. wa5 t t l k r ~ ~  up 154th the Ministry of Law, who 
had suggested that a mecting should be convcncd with the firm to 
sort out the differences. At the meeting held on the 28th May, 1970. 
the firm's representative did not agrcc to supply the balance qunn- 
tity of stores against the running contract due to the alleged in- 
ordinate delay in inspection and the increase in the raw material 
prices The Committee have ah0  notcd in this connection that the 
Ministry of Law to whom the matter was referred had obwrved 
that "there had been inordinatr dehy  in te5tinl: Conscquent\y, 

.straightaway cancellation of the outstanding quantities would not 
be adviwhle . Government caw did not appear to he on round 
footing and the cancellation of the contract a t  the risk and expenses 
of the Rrm, therefore, would not appear to be legally tenable." As 
stated in the Audit para the DGWD had to cencel the balance 
70,049 kgs. outstanding against the contract with the eoncurmace d 
the firm without financial repercussion on either Ride. 



1.72. I t  is all the laore surprising that, when the firm had de- 
faulted in the matter of supplies against the first contract, it was 
offered a new conuaat on the same terms of inspection as laid down 
in the Arst contract. The lmn did not come out any better in the 
matter of supplies against second new contract. 3,752 Kgq. had to 
be accepted with 3 per cent price reduction and 15,835 kgs. were 
accepted with 5 per cent price reduction. Apart from compromising 
the quality of the studs reyuired by the Defence Department, the 
DGS&D had shown undue leniency to the firm wbo did not tender 
supplies strictly according to specifications laid down, and the studs 
had been accepted because "the MGO had expressed urgency for the 
supply of this store in November 1972 and had himself suggested 
acceptance of even slightly below specification stores under price 
reduction." The Committee are surprised that no action has so far 
been taken against the supplier or the officials for tbese lapses. 

1.73. The Conunittee desire that the DGS&D before placing a con- 
tract should ensure that the terms and conditions are not se framed 
as to suit the supplier and that the firm on which the A/T is going 
to be placed has got the necessary expertise and capability for the 
production of the item in question. The Defence Inspectorate 
should issue instructions to the field staff in the matter of inqpection 
of stores strictly according to specifications laid down and within 
the time-schedules Axed for the purpose. 

Eightv pa11-s of these shoes \vcrt5 atlnt to  n s i~b rna r in~  in Novern- 
k r .  1970. of which 50 pairs werc issucd to sailors. The Command- 
ing Ofieel. of t h ~  suDm:~rint~ base rcpor?ed to the Naval Command 
concerned in December 1970 that w ~ t h i n  one week of use the upper 



leather portion of the shoes got separated from the rubber sole as 
stitches gave way, and the wear and tear of rubber sole were also 
rapid. According to him the sole was also not of required special 
design to afford sufficient grip and these shoes would not last more 
than a month as against the normal fair life of one year. The Com- 
manding Officer also reported that the shoes were heavy and not 
comfortable to wear. The remaining 30 pairs were not issued to the 
sailors. A Board of Ofacers set up by the Naval Command inspect- 
ed these shoes in-January 1971 and observed that the shoes were of 
poor quality and were deficient in workmanship and material. The 
Naval Command reported these defects to the Naval Headquarters 
i n  February 1971. The Naval Headquarters thereafter ordered in 
May 1971 that samples of these shoes should be tested by Chief Ins- 
pector of Textiles and Clothing. The latter stated in September 
1971 that the shoes were of incorrect shape, design and dimension 
and some of the material used was of cheap quality. According to 
-him, the shoes were substandard and far inferior to prescribed 
specification. 

Although the findings of the Board of Officers were intimated to 
Naval Stores Officer at  Station 'A' in February 1971, fur*er orders 
for 2,418 pairs of shoes of the same type costing about Rs. 0.79 lakh 
were placed by him on the same firm during March 1971 and Sep 
tember 1971. After inspection by the Surveyor of Stores of the 
Navy, these were received during July 1971 to December 1971 and 
issued to user establishments between July 1971 and September 
1972. In March 1972, another ship which had received 100 pairs of 
these shoes reported that the shoes were not non-slip and oil-resis- 
tank were heavy and inconvenient to wear, the leather was stiff -and 
rough and the rubber soles opened out at joints after some use. In 
September 1972 the Naval Headquarters directed the Naval Com- 
mand to investigate the matter and take appropriate action. The 
results of investigation are  awaited (December 1973). 

The Ministry stated (December 1973) that visual inspection of 
the shoes before acceptance did not disclose any defect end no com- 
plaint was received except in respect of 150 pairs mentioned above. 

[Paragraph 13 of the Report of the Comptroller & Auditor General 
of India for the year 1972-73, Union Government (Defence 

Services) 1. 
1.75. The Committee were informed that "Shoe non-slip, oil resis- 

tant" is a derby shoe of Good-year welted construction made from 
the printed grain tanned leather upper and fitted with oil resistant 
synthetic rubber soles and heels. These shoes are Intended for use 
of Naval crows working in the engine moms and a h  on board the 
ships. 



The present annual requirement of the "Non-Slikj Oil Resistant 
S o e s "  for the Navy was stated to be 2,500 pairs and the source d 
supply of this item earlier to the orders placed on the Ann M/s. 
Pioneer Leather Works, Bombay, was MIS. Bata India Ltd., Calcutta. 

1.76. According to Audit Para, seven local purchase orders were 
pliiced with M/s. Pioneer Leather Works, Bombay, during January 
1970 to October 1970. In this regard, the Ministry explained 
(December 1973) that local purchase had to be resorted to as pur- 
chase through director General, Supplies and Disposals was not 
forthcoming and ships:establishrnents were in need of shoes to meet 
their immediate and inescapable requirements. The Ministry added 
that the Director General, Supplies and Disposals intimated the 
Chief oi Naval Staff, (Naval Headquarters), in January 1971 that 
there *:re difficulties in locating sources of supply of these shoes 
s'trictl according to laid down standards. 

1.77. In a written note subn1ir:ed to the Committee, the Ministry 
of Defence have enumerated the following difficulties faced in locat- 
ing a source of supply for this type of shoes:- 

' '~h'e item was obtained from the BATAS through DGS&D 
till 1967-68. Subsequently, when the demand was pro- 
jected to DGS&D, Naval Headquarters were informed that 
the BATAS were not interested in manufacturing this 
item owning to the smallness of the orders. Later, during 
discussion with the figm i t  transpired that the BATAS 
were finding it difficult to obtain being an imported 
material from the U S A  This led the Navy to go in for 
local purchase.' 

1.78. The Committee desired to know how the firm MIS. pioneer 
Leather Works, Bombay, was selected and whether tenders were 
invited and if so, which were the other tenderers and what were 
their rates. The Ministry have stated:- 

"Tender enquiries were sent to the following firms:- 

1. M f s .  Pioneer Leather Works, Bombay. 
2. MIS. Bombay Footwear, Bombay. 
3. MIS, BATAS Shoes, Co. Bombay. 
4. M/s. Maulla Baksh & Co. Kanpur. 
5. M/s. Carona Sahu, Bombay. 
6. Sfis. Dawood & Co. Bombay. 
7. M/s. Eastern Leather Works, Bombay. 
8. M/s. B.I.C. Kanpur. 
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9. M/r. Agra Boot Co. Agra. 
10. M/s. Arm? & Police Equipment. Bombay. 
11. MIS. Bata Shoe Co. Calcutta. 
12. M/s. Usha Leather Ind~st~ries.  Bombay 

The T v d c r  ~ n q u i r y  was for supply as per 'Stock Sample'. The  
frms to whom the tender enquiries were sent were requested to 
forward their own samples alongwith their tenders. Only two 
h s ,  viz. MIS, Bombay Footwear and MIS. Pioneer Leather Works 
furnished samples. Sample of M/s. Bombay Footwear was rejected 
and hence the selection of MIS. Pioneer Leather Works for place- 
ment of orders to supply the item. 

Besides, the tenders of M/s. Pioneer Leather Works, quotations 
were received only from the following three firms out of which the 
Arm at Serial No. 1 onlv furnished a sample with their tender:- 

Name of Firm Ratc Kcrnmrks 

Mfs. Bombay Footwear Ks. 23. 52  per pair S.'I'. 'Thrlr sample was rejected 
f i t .  Ltd., Bombay c~ Ks. loo, y$=; by tho surveyor of stores. 

w, 8 I. t c  d -  
Mjs. Maulir BPkSh Stms Ra. 2 5 -  50 per palr Inr l'hc fimm d ~ t i  not send their 
dt &., hnpur  Bombay. CSI' , t  ?", sample with thc tcndcr. 

Also thir w a l  a late lcntic!.. 

note. have stated: 

"In any case t h e  specification for 1 he ~ t t * r r l  In c!ucstmn had nil: 

been finalised and promulgated whc,n the. local purchases 
n-trc. made. 1nspec.tirrn of I i~cal!y  ~ ~ ~ . l r c h : ~ s c Z  stores is 
~;orrnal ly donc rc1:iting the. some t o  t he  stock :;amplv. i ts  
thr. l n c ~ l  au?horities do not have t h e  facilities t o  carry out  
a dc~tsilcd technic.al inspection a s  laid down in thc speci- 
fic+a:ions The stock samplc \vas si.lrc.twl by the  stock 
ho1dcs.s from the  car!wr suppl\. rcw.lvtac! I 1hc1 
EAT.4S.'" 

1 80. The Ccrmrn~ttctb were further ~nforrncrl that "thc specifica- 
tion was fina11sr.d in August 16171". 

1.81. According to Audit para. the shoes were insprctcd by the 
surveyar of Stores of the Navy before occeptancc and the supply 



against all the orders was completed by January 1971. Tc ;i ques- 
tion whether control samples were sent to the Chief I, .,peetor, 
Textiles and Clothing, Kanpur, the Ministry, in a note, have stated:- 

"No. In the c a s e  of local purchases, the supplies are finally 
inspected and accepted by the Surveyor of States, Naval 
Dockyard, Bombay and no control samples are required 
to be sent to the Chief Inspector Textiles and Clothing 
Kanpur." i 

- 5 .  

1.82. Asked whether any 'Warranty' clause was provided in the 
local purchase order, the Ministry have stated: "No". 

1.83. The Ministry stated (December 1973) that visual inspection 
of the shoes before acceptance did not dwlose any defects Asked 
whether any test was jrescribed for the shoes before acceptance, the 
Ministry have informed: 

"No laboratory tests arc prescribed in respect of locally pur- 
chased stores nor are any test facilities available with 
the local at~~horit ies.  Supplies are accepted by the 
Surveyor of Stores on the basis of stock sample~approved 
trade sample " 

1.84 The Audt Pa:- I stated that out of 80 pairs of shoes received 
by INS. . . .50 pairs wclc  iss.;ed ta the sailors but all were re- 
ported to be defective. Askf.d about the utilisiition of the remain- 
ing 30 pnirs out  of thi. ' o t  t h e  Ministry in a note have stated: 

1.86. The Audit Para further states that alth(~1gh the findings of 
the b a r d  of Officers were intimated Nn1.d Stores Officer,. . . .in 
February 1971, two more orders for shoes of the same type were 
placed by him on ?ht-l sarnc> firm ( M j s  Pioneer Leather Works, 
Bombay) during March and September. 1971. The supplies were 
accepted after inspection by the Sirveyor of Stores of the Nac7y. 



Justifyfng the action of the Naval Stores Oflicer in  placing furthd 
orders on the same Arm, the Ministry, in a note, have stated: 

"Orders for Local Purchase of another 2418 pairs costing 
Rs. 0.79 lakhs were placed & the Controller of Procure- 
ment Bombay on the same Arm namely Messrs Pioneer 
Leather Works, Bombay having regard to the follow- 
ing:- 

(a) Though the shoes had been issued to a number of ships, 
only one complaint had been received on a limited 
number. 

(b) Technical report from C1TS.C on the shoes complained 
agalnst was received only in October 1971, whereas the 
second scrles of LPOs was pla2ed commencing March 
1971. Pending receipt of report from CIT&C, it was 
not considered necessary to suspmd the purchase of 
shoes from an established source of supply just be- 
cause theie had been one adverse report. 

(c) The item was not readily available as there is no de- 
mand for the same in the outside market. Except for 
Mls. Pioneer Leather Works, Bombay, no other Arm 
was willmg to undertake manufacture. The Controller 
of Procurement Bombay, therefore, had no choice but 
to place the LPOs on the same firm as otherwise urgent 
requirements of ships could not have been met. 

It may be emphasized here that local purchase is normally 
resorted to when supplies through Central Procurement 
Agencies fa1 to materialise and urgent operational re- 
quirements exist for the store. Between Mareh/Septem- 
her 1971 when subsequent local purchase orders were 
placed, tensions were building up in the country which 
culminated rn a short war in December 1971 The Naval 
Store Department in Bombay a t  that time had two 
options, namely. either to inform the ships that shoes 
non-slip were not available or to make furthcr local 
purchases, rtnder the prevailing circumstanccls. In thlr; 
perspective there was no choice with the local authorities 
but to obtain t h e  best possible supplies as was done from 
the only source available." 



1.87. It state& that INS. ......... which had received 100 pairs 
of shoes in March 1972 out of the susequent supplies, had reported 
defects of the flind noticed by INS.. .......... in November 1970 
v&. 'the show were not non-slip and resistant, were h e a v  and 
inconvenient ) wear, the leather was stiff and rough and rubber 
sole opened out a t  joints after sometime.' Asked to slate whether 
any enquiry was made about these and other defects pointed out 
earlier by the Commanding Officer of a..  . . . . . . . .  base.. . . . . . . .  ., 
from other units to which the remaining pairs were issued, the 
Minis try have etated: 

"No. Afkr  inspection and acceptance of locally purchased 
stores by the Surveyor of Stores, the stores were absor- 
bed in stock and were issued to ships/Establishments 
against demands. The user units themselves come up 
with complaints if they observe any shortcomings in 
supplies." 

1.08. An enquiry into the matte+ was stated to have been ordered 
by a e  Naval Headquarters in September 1972. The Committee 
desired to know why the Naval Headquarters took s ix  months to 
order the investigation and what action was taken on the basis of 
those findings. The Ministry of Defence, in a note, have stated: 

"Naval Headquarters had initiated an investigation soon after 
the receipt of the complaint from the Flag Officer Corn- 
mandingin-Chief. . . . . . . . . . .  .in March 1971. The first 
step in thb direction was to send sarnfles to the Chief 
Inspector, Chief Inspectorate of Textiles and Clothing, 
Kanpur and obtain a technical report. The report of 
the Chief Inspector was received in October 1971. Sub- 
sequently the local authorities were requested to investi- 
gate in the matter. The conclusions of the local authori- 
ties may be summed up as follows:- 

(a) The normal procedure, which is to be followed in mak- 
ing ]oca] purchases was followed in respect of the local 
purchase orders in question. 

(b) There was only one source of supply and as atated in 
reply Yo qunstibn 18, there was no option but to obtain 
thew supplies from the source available. 

(c) There were no mala fides on the part of any individual 
connected with the placement of the local puwhase 
orders or the inspection of the shoes. 



It may be added here that even today the country does not 
have a satisfactory process for manufacture of non-slip 
soles and heels ~vitll indigenous material and what was 
obtained during the vital  period (March 1971 onwards) 
was the hcst :lvailable." 

1.8% The Committee havr bee11 informed Chat the annual 
n?qnirement of the navy for 'non-slip, oil resistant' is of the order 
% 2500 pairs and the source of supply of this item till 1987-68 was 
W s .  Beta India Ltd.. Calcutta. The Comnlittee have also been in- 
formed that the Batas were not interested in manufacturing thjs 
item oPPing to the smallness of the orders and owibg to the dim- 
culties in obtaining certain components of non-slip sole and heel. 
tbe same being an imported material from tho U.S.A. The Navy 
had, therefore, no alternative but to go in for local purchase. 

1.90. The Committee are surprised that, although the require- 
ment of Navy was known, no firm arrangement had been made 
either by the Defence Department or the DCS&D for locating 
indigenous sources of supply of this item strictly according to laid 
down standards 

1.91. The Committee are unable to understand why no spcrifi- 
cations for the shoes ment for the Navy were laid down till 
August 1971. Orders placed an M/s. Pioncer Leather Works, 
Bombay, during January 1970 to October 1970 were according to 
stock sample selected by the stock holders from the earlier supply 
received f rom the RI\TAS. i t  was surprising that ttw Sur\.cyor t l f  

Stores. Saviil nc~c.kyard. Ron~tuy ucccptud the shoes supplied hy 
M s. Pioneer Leather Work\. Bombay. on \.istrnl inspection otlly 
and no samples were sent to the Chief laspc~ctor. Trstiles R I I ~  

Clothinr. Kanpur hrt;rrlsc "no control s a ~ t ~ p l c s  nrp wquirrd lo be 

sent to the Chief Inspector. Tcwtilts sand Clothitrg, Kanpur" in the 
cast of I t x a l  iwrc~haw.; 

1.!)2. Ktwping in v i t w  the nature of thr shoes w hirh were 
intended f a r  uw , , f  ?i,t\ ;!I c.rCbH\ %orking it1 the rngirtc rcrrrms r~nd  
also on hoard the shim. the Navy ~ ? w u l d  have taken p r ~ e u t i a n *  to 
see that the \hoe< lorally purchased conformc-d in ell respi*ct* to 
the apprwed s:rmplc. Cuntrctl samples should have been s t t t t  to 
the Ghicf Inspector of Textile* and Clothing, Kanpur to ahviatt! 
rejection\ Ttte Committee are unable to ncrcdt the views c x p r ~ .  
sed by the Ministry that no respondhility has been fixed, a* theto 
is no rase for any malafides against any individual olthottgh the 
Chief Inspector of Textiles and Clothing. Kanpur, had observed 
that  "tbc r h m  were substandard and far  inferior to prcficrrbd 
swcificalion " The Committep stress that respon~lbilit~ for 8ec-4- 



ing sub-#,tandud shoes should be fixed for taking appropriate 
action. 

1.93. The Committee are surprised to note that two more orders 
for shoes of the some type were placed on the same firm, namely, 
M/s. Pioneer Leather Works, Bombay during March nud September, 
1971 and the eupplie\ were accepted aftcr inspection by the Sur- 
veyor of Stares of the Navy. When a ship which had received 100 
pairs of shoes in March 1972 reported that "the shoe, were not rlon- 
slip and oil resistant, were hcnvy ant1 iuconvenitnt to wear, the 
leather was stifl and rough and the rubber sole opened out at  jointo 
aftcr hame use," the Naval Iicadquarters asked thp local authuri 
ties to investigate in the matter and the conclusions of the local 
authorities were the same as before, viz., "there were no malafides 
on the part of any inclividnai conncctcd with the placement of the 
local purchase orders or the inspection the shoes.'' This is a 
matter which shuulcl be further probed. 

1.94. The Committee are not convinced with the argument 
advanced that there wns onIy one sourcr of supply and hrnce there 
WRS -no option but to obtain the suppliw from the source available. 

195. Thc Committee would like thik Ministry of Defence to 
thoroughly examine the existing proccdure~ for local purchases 
aud also lay down a Rcfinitc procedure for the inspection of itelns 
to be purchased locally. Every care should he take11 10 see that 
the items purchased locally conform as closely as ~ossible  to the 
commodities which are included in the Schedule of items 

Audit Paragraph 

196 Prior to 1956, the. cinema hulld~llgs belonging to the Defence 
Department s t  various s t r i t l ( l ns  In the country used t c ,  be let out 
by auctlon or by invitation of trnders W!th a view to arranging 
adequate mcans of relaxatinn :o t h e  Defence personnel, Govern- 
m a t  decided in 1956 ttwt L)cfcncc clncma b u ~ l d i n g ~  were to be 
taken over by the Cantrcn Stores Department (India) whose pro- 
fits are u s 4  to 3 large extent for \velfare and arnenlt~es of the 
troops. In June  1966. Air Headquarters ~ssucd  a clrcular letter 
conveying the following pollcy dcclsions about runnlng of Air Force 
cinemas:- 

(a) no cineme was t o  bc civcn to  a prtvatp cont~actor  under 
any crrcumstances; 

(b) on eompletion/\?ncatinn of  any Air F o m  cinema build- 
ing, i t  wan to be Dffcrrd to the Canteen Stores Depart- 
ment (India) for running the same; and 



(c) in  case, for some reasons, that department was unable to 
take over the c i n e 6 ,  i t  was to be run by the unit only 
after Government sanction for the same had been 
obtained. 

The units were also informed by Air Headquarks  that they 
should not grant 'any licence to or execute any contract with a 
private party In respect of any Regirnental/Service Instituk pro- 
perty constructed on Government land. 

An Air Force unit at  a &tion informed its Command Head- 
quarters in July 1966 that there was no cinema building at that 
station and enquired whether a private contractor could be per- 
mitted to run a cinema at the station on a purely temporary basis. 
While declining to agree to this proposal the Command authorities 
drew the attention of the Unit (August 1966) to the letter issued 
by Air Headquarters in June 1966 conveying Government's deci- 
sion not to give cinemas to private contractors under any circum- 
stances. The Air Headquarters considered the question of providing 
a cinema-cum-lecture hall at the station but decided in February 
1968 not to provide it for reasons of economy. 

The Air Force Commander a t  the station, however, entered into 
an agreement on 3rd Octr,bcr 1968 with a prisa'c ctmtractor to run 
a cinema at the stat~on for a perlrd of' thrcc >ct l :s  frcin 15:h Octohtr. 
1968 on payment of Hs 800 per munth. The contract provldcd inter 
aha that the contractor was to mdicatc after $:.r r.no,lt!rs from t h e  
commencement of the contract as to whcr! a n d  on ~ i ' h ~ t  terms he 
would take up  constructtion of puccci clnema hall. This contract 
was subsequently cancelled and a rexqised czontrnct for periud of 
five years from 1st April, 1969 \vas conc1udc:l on 15th March, 19G9 
permitting the contractor to cons:!'!lct n semi-pcrmancnt. cinema 
building on Defence land a t  his cost and rpclucing the amount 
payable by him to Rs. 500 per month. Both t h e  c(,ntrcrets of 
October, 1968 and March 1969 stipulated that ,  if the con- 
tractor would pay rent for the 13nd providcd to him f o r  running 
the cinema Later, a fresh agreement u.35 cscthutcd on 16th Ju ly .  
1969 for 10 years bv the President o f  thc Scr\.icc Institute of the  
Air Force station allowir~g t!.w contractnr to convert the serni- 
permanent cinema building into a permarltAl.l onc .  The tontractor 

.was also authorised to run a cvclc stand, a restaurant nnd n *fresh- 
ment centre in the premises of thc cinema building. The contract 
also provided that in the event of termination of the agreement at 
any time before the expiry of 10 years for any reason, the cont: act -:r 
was to be compensated to the extent of the market value of the 
dnema building, machinery, furniture and all other fittings as pre- 



vailing at  that time and also for other losses. The rate of monthly 
p h e n t  by the contractor, however, remained Ra, 500. T& con- 
tract did not, however, provide for recovery of any rent for land 
on which the cinema building was constructed. The entire amount 
recovered from the contractor since 15th October, 1068 was credited 
to the Institute's fund (non-Government). 

In June 1970, i t  was pointed out by audit that contract with a 
private party was contrary to Government's decision conveyed by 
Air Headquarters in June 1966 and crediting of the amount realised 
from the contractor to Institute's fund instead of to Governmnet 
was'irregular. Thereafter, in December 1971, the Command Head- 
quarters directed the unit to keep apart the amount collected from 
the contractor from the date of commencement of the current con- 
tract (Rs. 14,258 for the pericd from 16th July, 1969 to 30th Novem- 
ber, 11171) and also the amounts that would be recovered from him 
sqbsequently till a final decision was taken in the matter. In March 
1973 the Command Headquarters asked the unit to examine the 
question of terminating the contract. In May 1973, the contractor 
demanded Rs. 3.75 lakhs in the event of termination of the con- 
tract. Final decision has not been taken in the matter (December 
1973). 

In June 1970, it was pointed out in audit that  rent for Govern- 
ment land and other allied char'ges were not beine recovered from 
the contractor. A sum o f  Rs. 5.290 was thrn credited to Govern- 
ment in April 1971 anci November 1972 3s rent of land. and water 
and cotlsenroncy charges for the period from 15th October. 19b8 to 
3Cth fu'ovember, 1972 out of the amount co!lt?:t4 bv t!7e Institu'e 
from tht. contractor at the rate of Rs 500 per month The cnn- 
tractor himself did not pay any rent f o r  the land. 

The Ministry as  follows (Octoher 1973) :- 

( i )  There \ ~ a ,  nn cinema house in the vicinlty except at a 
d~stnncr of five milts from thc A . 2 1 1 .  F'orctl Camp. There 
was thus a persistent demand from all personnel for a 
cinema within the camp. The Station authorities. there- 
fore, entered into a contract with a private party to run 
an open-air cinema. 

(ii) The Station authorities, being obivious of the rules in* 
force, went further and authorised construction of a 
semi-permaneny building and ancillnries on Government 
land a t  contractor's cost; this action was unintentional 
and was prompted by their zeal to provide the minimum 
welfare amenity. 



(iii) The provision permitting the contractor to run the cinemi 
for ten years was included in the agreement so as to 
allow him reasonable time to recover the anticipated 
heavy investment for providing the building, projection 
machinery, furniture. etc. 

(iv) Actlun was bcing taken to ~xqplarise construction of the 
cinema building on Government land and running of the 
cinema by a private cl.*?tractor 

General of. I n d ~ a  for the year 1972-73. Union Government (Defence 
Services) 1. 

1.97. The Committee Ieanlt from Au&t that in Ju ly  1956 i t  was 
decided by the Goi:ernmont that cinema buildings belonging to the 
Defence Department a t  i-arious stations in the country w h ~ c h  hither- 
to used to be let out by auction or by invitation of tenders, would 
k taken c)\-cr- b ~ ,  the  C:in:r.cn Stores Department (India) whose 
profits were usod to a large extent fur wclfuc and arnenilies of the 
troops on payment of full assessed rent .  I t  was also decided that 
cinema buildings including electrical and ~nachinical services taken 
over L+y the CSD(1) ivcwld be brought to the  standard required 
unc!er the appropriate Clnematograph Act ?t? executintr works sub- 
ject to certain financial limits. % i 

1.98. Accordinr~ to  Audit para the Air f l e d < ! u a ~  ,c rs  15sued a 
circular letter In June  1460 conveyng the policy decision about run- 
n m g  of ;hr Force cirieln'rs The letter z n t r r  a i ~ . r  stll)ulnted that 
'no cinema ivas to be givrn to  a p x v a t ~  contrw'  : under any ciicum- 
stances' The Con?m~:tee wore glven to undcrstnnd that the Alr 
Headquarters also lndlcated In ~ t s  letter of J:~ne  l9t;fi that  units 
rn~ght run thee own open-alr clncma proi.iderl ~t d ~ d  not ~nvolve 
construction on Government land and that  prlor p t ~ n ~ ~ s s ~ c r n  sanc- 
tlon of Gmeernment u.ould have to be obtalncvl JII any case 1 1  cons- 
truction u.as requ~red nn Government land. 

1.99 The Audlt para further states that in Ju!v 1966 irn Air 
Force Unlt sought permissmn of thc Headquarters 
Alr Cnmnand for running a clnemn by a pr~i-a te  crrnlractor on 
, purely tpmporary b a s s  The Himiquarters . . Air Command 

declined to agree to thls p r o p a i  on thc plea that Government hod 
decidef (June 1966) not to @vtb cmcmas to private ccmtractars 
under any c~rcumstanccs 1-Iowc.r~cr. the Air Headquarters consi- 
dered the questlon of provldlng a cinera-cum-lecture hall st the 
station but decided tn Fcbruary 1968 not to provide it for reasons 
of economy. Asked what would have been the estimated coat of 



construction of a cinema-cum-lecture hall a t  the Air Force Station 
i n  February 1968, the Ministry of Defence, in a written note, have 
stated: "As pel the MES rates for 1968 the construction of a per- 
manent cinema with seating capacity of 500 would have cost appro- 
ximately Rs. 4.5 lakhs. The basis of cost assessment is enclosed 
a s  annexure (Appendix 11) . " 

1 . loo.  The Air Force Commander entered into an agreement on  
3rd  October, 1968 with a private contractor to run a cinema for a 
period o,f three years from 15th October, 1968 on payment of Rs. 800 
.per month. In this regard the Ministry of Defence intimated Audit 
(March 1974) that there was no cinema building at the A u  Force 
Station. . . . . . . . .  Since station authorities were keen to provide 
this much needed welfare facility, it was decided to run an open 
air cinema. Shri . .  . . . . . . . . . . .  ., a cinema contractor, was prepared 
Lo run an qpen air cinema on suitable terms Tenders were not 
invited . 

1.101. In a written note furnished t a  the Committee, the Mini- 
stry of Defence have given the following reasons why tenders were 

. . . . . . . .  not called for and how this particular contractor (Shri. .) 
-was selected. To begin with, there was no cinema on the station 
t o  be run.  However, when efforts were made to find out parties 

. . . . . . . .  .to, arrange a cinema at the station, Shri.  .was the only per- 
son who was prepare to construct and run the cinema for the Sta- 

. . . . . . .  . . . . . .  t ion. .  .Shri P. P . .  .was also known to be running a 
. . . . . .  .cinema for the Defence units a t .  .Therefore, he was consi- 

dered to be reliable and experienced for the purpose." 

1.102. Asked how the quantum of rebate to be paid by the con- 
rtractor was fixed. the  Ministry of Defence have stated: 

"The rates quantum of rebate were mutually agreed upon the 
basis of the estimated profits. However, the overriding 
consideration was the overall investments of the contra* 
tor and welfare of the service personnel. The rebate 
given by the contractor is credited to the non-public fund. 
Ultimately the non-public fund money is used for the 
wclfare of Service Personnel. " 

1.103. According to Audit para the first contract (of October 
1968) was subsequently cancelled and a revised contract for a period 
of five years from 1st April, 1969 was concluded on 15th March, 1969 
with the same contractor permitting him to construct a semi-perma- 
ment cinema building om Defence land at his own cost and reduced 
the amount of rebate payable by him to Rs. 500 per month. The 
'Ministry of D e f a c e  informed Audit in March 1974 that the cinema 
333 LS--1. 



was run as an open air cinema w.e.f. 1-11-1868 ( m t r a c t  Jgnd 
on 15-10-1868), with projection equipment and w a t h  ~ r o v l d d  bY 
fie contractor. No tentage was provided by the contractor 'I'be 
m t m c t ,  agreed to put up a temporary structure w.e. f .  1-4-1968. 
Construction work commenced and continued for converting i t  into 
a puma hall. Certificate to the effect that the hall was safe for 
use was rendered in May 1970. Meanwhile the third contract wa6 
executed on 16-7-1969. 

1.104. The Committee enquired why the new contract (of ApriE 
1M9) was executed permitting the contractor ta put up semi-per- 
manent structure without obtaining prior approval of the Govern- 
ment as required under the Air Headquarters instructions issued in 
June 1966. The Ministry of Defence, in a note, furnished to the 
Committee, have stated: 

'%I 

1.105. 
President 

the larger interests of welfare of Service Personnel of the 
Air Fome Station and ban an the construction of amenity- 
builchng from Go\?. funds due to financial stringency, the 
unit allowed the contractor to construct the cinema. 
Action taken by the unit was irregular. The disciplinary 
aspect of the case is being looked into." 
The Audit para further states that on 16th July, 1939 the 
of the Service Institute of the Air Force Station cxecuted 

yet another agreement for ten years allowing the contractor to con- 
vert the semi-permanent cinema building into a permanent one. 
In this regard the Xhis t ry  of Defence clarified the position to Audit 
in  March 1974 as under: 

"The second contract, which upas f w  a period of 5 years, stipu- 
lated the construction of a temporary structure by t h e  
contractor. Subsequently, when ~t was derided to have 
a pucca hall, the second contract was replaced by o new 
one valid for ten years so as to allow sutRciently reason- 
able period to the contractor to cover the heavy invest- 
ment made by him. . . . . . " The contract was execut- 
ed by the Station Commander on his own. It has beem 
intimated (January 1074) by the Headquarters . .Air  
Command that the seating capacity of the cinema hall 
(class wise) and rates charged for each c l p s  is as lol- 
lows: - 



1.106. The Committee desired to know why the fresh qgreement 
(of July 1989) was allowed ts be signed by the President of the 
Service Institute of the Air Force Station and whether be was com- 
petent to d@ an a g m m e n t  permitting a puma structure to be con- 
structed on Government land, the Ministry, in note, have stated: 

"Under Rule 52 of the Regulations for the Air Force (1964 
Edition) the Commanding Officer may delegate his res- 
ponsibilities ts a suitable officer according to discretion. 
We feel that the President of the Service Institute can 
sign the agreement in his delegated capacity. PSI is 
responsible for management of Station Institutes as per 
rule 1586 of the Regulations for the Air Force quoted 
above. He is also responsible for organising entertain- 
ment and amusements under Rule 1592. Management 
would include signing of agreements in performance of 
his duties regarding Service Institutes among other acts 
on his part." 

1.107. To a question whether advice of tinanciai legal autliol-ities 
was obtained before finalising the terms and conditions pf the agree- 
ment with the contractor, the Ministry in a note furnished to the 
Committee have admitted that 'no financial legal advice was taken'. 

1.106 It is stated in the Audit para that both the contracts of 
October 1968 and March 1969 stipulated that. if required. the con- 
tractor would pay rent for the land provided tc him for r ~ ~ n n i n g  
the cinema. However, the third contract of Jill?- 1969 did not pro- 
vide for recovery of any rent for land on which the cinema building 
was constructed. Giving reasons for not making such provision 
in the latest contract, the Ministry of Defence have stated: "The 
Station PSI was under the impression that bemg an amenity 2nd a 
non-public fund venture no charges would be payable to the Gov- 
ernrncnt ." According tc Audit para on being pointed out in audit 
in June 1970 that rent for Government land and other allied charges 
were not being rccovercd from the contractor, a sum of Rs .  5290 - 
was credited to Government as rent of land and water and conser- 
vancy charges for the period 15th October, 1968 to 30t9 November, 
1972 ~ u t  of the amount collected by the Institute from the contractor. 
The contractor himself did not pay any rent for the land. In 5 
written note furnished to Audit in March 1974, the Ministry of Def- 
ence have expalained the position in this regard as under: 

"The contract does not stipulate the payment of land rent, 
water and conservancy charges by the contractor, hence 
the payments in this regard have been made by the Insti- 



Cute from the rebate realised from the contractor. The 
amount involved upto 30-11-15'72 is Rs. 3,290.56 and has 
already been credited to Government. Subsequently 
further payments of Rs. 427.52 and Rs. 041.28 have been 
made upto the period August 1973. (Last payment vide 
M.R.O. No. C 194777 dated 13th August, 1973). The 
contract stipulates payment of electricity charges by the 
contractor. Electricity charges for the period 15-10-1968 
to 31-1-1972 amount to Rs. 2626.75 and part  payment for 
the  period upto July  1972 amounts to Rs.  399.00 (Total 
Rs. 3025.75) have been paid by the contractor. There 
is a dispute in xespect of bills for the period beyond 1-8- 
1972. Efforts a re  under way to se:tle the disputs and 
realise the  amount on account of electricity charges for 
the perisd beyond 1-8-1972. " 

1.109. Asked why provision was not made in the contract for 
payment of charges for water and conservancy and what was the 
point a t  dispute in regard to payment of charges for electricity, the 
Ministry have stated: 

"No provision was made in the contract agreement for pay- 
ment of water and conservancy charges because when 
PSI runs such amenity. no such c h ~ r d e s  arc levied. Para 
I9 of Quarters 6: Rent also does not stipulate such charges. 
However, provision for recovery of charges for water nnd 
conservancy could have been made in the contract as the  
cinema in this case run not entirely by the PSI, but  by a 
private contractor in a structure built by him. 

The dispute is in relation to the rates of electricity, power 
and lighting. The question is whether the payment is to 
be effected as per rates prevalent currcntl!.. The matter 
is under negotiatmn bet\veen the Station authorities and 
the contractor The amount pendlng recovery from the 
cor.trnctor in respect of electricity h11l is Rx. 3116.63." 

1.110. The Audit para states that the  entire amount recovered 
from the cnntractor slnce 15th October, 1968 was credited to the 
Institute's fund (Non-Government) . But on being ~ o i n t e d  out in 
audit in June  1370 that contract with a private party was contrary 
to Government's decwon conveyed by Air Headquarters in June  
1966 and creditmg of the amount realised from the contractor to 
Institute's fund instead of to Government was irregular, the amounts 
recovered from the contractor from 16th July,  1969 ( the date of 
commeccement of the current contract) onwards were kept apart. 



The Ministry of Defence intimated Audit (March 1974) that the re- 
bates due from the contractor had been and were being realised and 
deposited in a frozen account of PSI (President, Service Institute). 
The details are as fql1ows:- 

Ks. 

I-11-1968 to 31-3-1959 ( 5  mmthq $3 rcvistd ratcs of Rs. 4%'- per month on 
appeal by me conr~aclor ~n v ~ e w  ol low rate money) . - 2,000~00 

1-4-69 to 31-10-73 (55  months 13 Rs. jooi- prr month excepting 5 months at 
11'2 rate) . 26,250.00 

O u t  of this amount Rs. 6359.36 had been credited to Government on account of ground 
rent, water and conservancy. 

1.111. The Committee enquired why the contractor was given 
further concessi~ns in the form of reduction in the amount of rebate 
to be paid by him during some months. The Committee also de- 
sired to know whether the accounts of the cqntractor were verified 
t~ see whether he actually realised low gate money in those months 
and whether the reasons therefor were looked into. The Ministry, 
in a note, have stated: "On representation from the contractor the 
unit administration decided to reduce the rebate. As regards veri- 
fication of the contractor's accounts, no records are available.' 

1.112. When asked how much did the contractor earn from 
cinema, cycle stand, sales in restaurant, refreshment centres etc. 
each year from 1969-70 onwards, the Ministry have stated that "The 
contractor has declined to disclose the actual earnings from the 
various items. However. it is informally learnt that his current 
profits are Rs. 3000'- approximately per month ." 

1.113. With regard to the question of termination of the con- 
tract, the Headquarters. . . . . . . . . .Air Command intimated Audit in 
November 1973 that "The proposal to terminate the co~ t r ac t  agree- 
ment is un-econornjcal and financially unsound as the contractor has 
asked for compensation amounting to Rs. 3.75.000'-". Subsequently, 
the Ministry of Defence intimated Audit in Mrach 19?4 as under: 

T h e  question of terminating the contract has been conii- 
dered. It  has been found that under Clause 12 of t he  
p~esent  agreement, terminatinn of the contract before 1979 
would involve a payment of compensation amounting to 
Rs. 3,75,000 (valid upto 31-7-1973) as demanded bv the 
contractor. The amount of mpensa t ion  demanded is 



considered to be excessive and forbiddings. The break 
down of the amount is as under:- 

Compensation ap ins t  cinema building 
J) ,. ,, mucl~inery .. ,. " furniture, Fans Ele;triznl a n  other fittings 

Compensation for losses 90,ooo- 00 

1.114. Asked whether any decision had since been taken regard- 
ing termination of the contract, the Ministry in a written note 
furnished to the Committee, have stated: "Necessary action to take 
over the cinema building is under consideration of the Government, 
the Governn;ent having agreed to the take over of the cinema by 
Air Force." 

1.115. Regarding regularisation of construction of the cinema 
building on Government land i t  u-,?s f11r:ilcr stated by the Ministry 
that "the case is under consideration of tile Government." 

1.116. The Committee enquired ( i )  whether there it-ere still any 
Defence cinema buildings Lvhich were yet to be takcn o\.er by the 
Canteen Srcres Department (India), ( i i )  by whom cinemas were 
being run in those buildmgs and (iii) why they had not bcvtn nanded 
over to the  CSD(1) . The Ministry, in a note, have statcd: "The 
current policy is to hand over the CSD(1) run cinemas to units. 
In case units are not n-illing to take over, then these would bc hand- 
ed over to the Directorate General a£ Rc.se~tlcmen~. Army Head- 
quarters 1e:ter Xo.  B 33040 I1 Q Can dated 21st February. 1974 refers 
(Appendix. 111) . " 

1.117. The Committee consider that the agreements concluded on 
3rd October, and 15th March, 1969 by the Station Commander of 
the concerned win gof I.A.F., with a private contractor for setting up 
a cinema in the Air Force premises, despite the unambiguous instruc- 
tions of the Government that 'no cinema was to be given to a pri- 
*te contractor under any circumstances,' were wholly irregular. I t  
is surprising that the Air Force Commander should have ignored tho 
clear instructions issued by tbe Air Herdqurrters in June 1966 that 
"units might run their own open-air cinema provided it  did not in- 
volve construction on Government land mad that prior permission/ 
sanction of Government would bnve to be obtafnad in any ease it 
cnstruction was required on Gvemment land." 



1.118. On the 3rd October, 1968 the Station Commander entered 
.into an agreement with a private contractor, who was "known to be 
running a cinema for the Defence units a t  . . . ." for running a 
cinema at the Air Force Station on payment of Its. 800 per month. 
Strangely enough tenders were not invited as  the Air Force Corn- 
,mandm could find that "Shri . . was the only person who was 
.prepared to construct and run the cinema for the station." 

,1.110. Another disquieting feature of the contract was that the 
rebate given by the contractor was to be credited not to the Govern- 
ment but to the non-public fund which was operated for the welfare 
(of services.pcrsonnel by the President of the Service Institute. Before 
the first contract could run for the full period of three years, the 
Station Commander cancelled the same and concluded a revised con- 
tract on 15th March, 1969, with the same contractor for a period of 
five years from 1st April. 1969, permitting him to construct a semi- 
permanent cinema building on Defence land a t  his own cost. The 
amount of rebate payable by the contractor wa5 reduced by a s u m  as 
Barge as &. 300.- per month. 

1.120. Within a period of thre rno~lihs a third contract for a period 
of 10 years was concluded in July 1969 with the same contractor by 
the President of the S t r \  irc Institute of the Air Force Station per- 
mitting him to construct a pucca cincma-hall on Government land. 
The Ministry of Defrncc. have admitted that the action of the Unit 
to permit construction of semi-permanent structure on Government 
land without obtaining prior approval of the Government as required 
under the Air Headquarters instructions issued in June 1966 was 

i r r ep l a r  and that "the disciplinary aspect of the case is being look- 
ed into." It has bcen slated that in all the cases the Station Com- 
mander acted on his own. without obtaining any financial or legal 
advice. 

1.121. To make lnatters worse, the third contract of July 1969 did 
not provide for recovery of nay rent for land, water and conservancy 
d c .  It  is only after Audit had pointed out the lapse that tho Unit 
<and not the contractor) started crediting the amounts to Covers- 
ment from the rebates rolccted from the contractor. The Ministry 
of &fence arc of the view that "provision for recovery of charges 
Tor water and conservancy could have been made in the contract as  
the cinema in this case wns run not entirely by the President, service 
& ~ t i t u b % ~ t  % a private contractor in a structure built by him." 



1.122. From the facts disclosed, the Committee are of the firna 
view tbat the Air Force Commander and the President of the Ser- 
vice Institute of the Air Force Station in total disregard of the Gov- 
unmen t  orders extended pecuniary benefits to a private contractor 
and  foiled in tbeir duty to safeguard Government's interest. The 
Committee are unable to accept the plea advanced by tbe Ministry 
&at the action of the Station authority to authorise construction of a 
semi-permanent building and ancillaries on Government land was 
'unilateral and was prompted by tbeir teal to provide the minimum 
a d f a r e  amenity." 

1.123. The Committee desire tbat the Ministry sbould investigate 
this case in detail with a view to ensuring that no malafides are in- 
volved. The Government should also examine whether any action 
can be taken against the contractor for non-payment of electricity 
dues beyond 1-8-1972. 

1,124. Tbe Committee have noted that under Clause 12 of the 
present agreement, termination of the contract before 1979 would in- 
volve a payment of compensation amounting to &. 3,75,800 (valid 
upto 31-7-1973) as demanded by the contractor and that the question 
of take-over of the cinema building is under consideration of the 
Government The Committee would like that a decision in this re- 
p r d  sbouLd be token at an early date. 



APPENDIX I 
(Vide Paragraph 1.58 of the Report) 

Copy of Mjs. Kohli Industrial C o r p a t i o n  ( P z t . )  Ltd., Katzpzir Letter 

N o .  260/KlC, dated 29th August, 1967, add~e.jscd to  ClGS Katzpur. 

Ref:-AiT No. T W C 5 j R G C - S t u d / F ~ o t e c t o r ~ l 3 3 ~ D  dated 24-2-1967 
for Stud Protector. 

We are in receipt of the Rejection Note No. GSXXXi3,l dated 
23-8-67 for 2800 kg. studs. 

Our submission is that without challenging your rejection re- 
marks, we request you to please remove the rust preventive oil by 
any solvent and you would find that the studs are not rustly prior 
to phosphatising. We hope you would get this verified from the lab 
or even in your inspectarate. 

It is possible that even after phosphatising the studs are not stand- 
ing the salt spray test which is a very rigorous test. If the rust for- 
mation is very nominal after salt spray test then the same may be 
accepted with or without price reduction as some rust formation is 
permitted in the specification itself. 

As regards dimensional defects pointed out. we submit that these 
are imported studs and have always higher to been accepted. 

Under these circumstances kindly constder this lot-for acceptance 
without price reduction or nominal price reduction. 

Yours faithfully, 
w- 

Malragiflg 3irPclor. 

Oopy t0:- 
The Inspectorate of General Stores 
Kanpur for information. 



(tridE Paragraph x.99 of the Report) 

SI. Item of work Cost 
No. 

-- 

Rs . 
I .  Site Clearance Sr Cost of land . 1.0~m06 

2. Building (including a n t c r  supply) . ?,3r,640.o0 

3. Furniture . 16,680 00 

(a) Roads . . . 
(b) Water . 
(c) Electric supply . 73A00.00 
(d) Area drinagc 

?.23. i10 '  00 

5.  Contingencies 8: Establishment charges . . ar,r95.00 



S1. Description of work 
Na 

Authority Drirf Specification Qty Unit Rate Amount 

I Site dearcnce . 
2 Cinema cum lccrurc hall 

for 500 KatJ 

3 Furniture . . . . , 
4 Exremd Smicesh- 

Water & Supply 

1:inishiny . Plmtcring on walls 
intcrnslly & win- 
ling externally 

Add : 5"; 

Add : 25J6., 

Electric Supply 



APPENDIX I11 

(Vide Paragraph 1.116 of the Report) 

Copy of Letter dated 21st Febrmry, 197.3 from Arm!) Headquarters, 
Q.,M.G.'s Branch, New Delhi. 

TELE. 376208 ARMY HEADQUARTERS 
Quartermaster General's Ur. 
DHQ PO NEW DELHl-I1 

21 Feb. 1974. 
No. Bi33040 lIIQ:CAN 
To 

Headquarters 
Southern Command 
Eastern Command 
Western Command 
Central Command 
Northern Command 

Taking over of C S D ( 1 )  run Cinemas bv  Units  Formations 

It has been decided by the Board of Control, Canteen Services that 
CSD(1 )run cinemas that are not taken over by the units will be 
handed over to the Dte. General of Resettlement. 

2. The Commands and Services who had &own interest in taking 
over a few cinemas have already been requested to nominate the 
units and detail the Boards for taking over such cinemas. It how- 
ever. appears that it is taking rather a long time to detail boards to 
assess the value and take these cinemas over. 

3. As the Cinema Organisation of the CSD(1) has to be wound up, 
you are requested to confirm by 10th March. 1974 that the Boards for 
taking over the cinemas which you desire to take over, have been 
detailed. The Boards must compl* the taking over by 15th April, 
1974. 



4. 
10th 
take 
.15th 

After the replies are received regarding detailing of Boards by 
March, 1974, the cinemas which the units are not prepared to 
over will be offered to DGR. Any cinemas not taken over by 
April, 1974 will also be offered to DGR. 

5. Raksha Mantri has directed that Units or the DGR will not 
.operate any cinema through an agent or a private contractor. 

Sd/- (Ram Chandra), 
Lt Col. 
GCO 

QUARTERMASTER GENERAL 
Nevril Headquarters 

PS Dte (Services Condition) 
. Canteen Stores Deptt. (India) 

Bombay-20 BR 

Copy to: Ail. Headquarters 

Dte of Qr. 



APPENDIX IV 

S. No. Para No. Minist rvi Ikpt t .  cnnccrned ConJ usio nlRecommendation 

I r . 1 5  Ministry ot'lhfcncc Ikpart- It has been stated by the Department of Defence Production that 
mcnt 0' ~ ~ f c f l ~ I ' n k f u & ~ n .  there was adequate workload for the press for sizes relating to 190 

rntr i  ronfainer against Defence orders and the requirements for 
othcr sizes wcrc small. Despite thjs fact, strangely enough a Fac- 
tory 'A' had placed three orders on two different factories a t  three 
different points of time (1953, 1959 and 1963) for supply of various 
types of forgings based on annual anticipated load of the extrusion 
p r w  by using the containers of all the three sizes of 130 mm, 190 
mm and 230 mm. The Committee are surprised that the working 
papcrs relating to the placement of inter-factory demands on other 
factories for the forgings were not traceable. The Committee are 
also surprised that no record is available about the results of the 
survey said to have been made of the overall requirements of the 
extruded non-ferrous sections to meet the requirements of ordnance 
factories, Railways and Hindustan Aircraft Ltd. before ordering a 
3500 ton prcss. 

As most of the orders were suitable for 190 rnm container, the 
press was confronted-as pointed out by Audit-with a large accu- 
mulation of forgings of the value of Rs. 5.13 lakhs which could not 



Do. 

be utilised. The Committee cannot but. deplore the haphazard plan. 
ning by the Department of Defence Production before the extrusion 
press was ordered and installed. 

r -  17 Ministw oSDefence 32p3rt- The Committee desire that responsibility for this lapse should be 
merit of I'rcduction. fixed and the action taken intimated to them. The statement given 

by the Department to the audit that "the factory did not have any 
previous experience of extrusion of aluminium alloy and the assess- 
ment of requirements of forgings could not, therefore, be ma* on 
the basis of any actual experience" is not at all acceptable. Govern- 
ment should have conducted a survey of the anticipated load of the 
extrusion press by using the containers of all the three sizes before 
placing orders for the forgings on two different factories. And in 
any case Government should not have any difficulty in procuring 
competcnt technical and expert advice before committing them- 3 
selvcs to the large monetary expenditure. 

The Committee note that a Technical Team was appointed by 
the General Manager of the Factory 'A' in 1972 which recommend- , 

cd that forgings worth Rs. 2,71,800.78 could be utilised in the 
ordnance factory itself within next 4 to 5 years and that out of the 
forgings so recommended. those worth Rs, 42,865.23 have already 
been utilised. Forgings worth Rs. 0.87 lakh have been sent to other 
factories. The Committee would urge that expeditious action be 
taken to utilise the balance forgings worth Rs. 1.54 lakhs which are 
now available with the ordnance factory. 

1 . 1 9  Do. The Committee have been informed that the press was capable 
of producing 40 tons per month of assorted sizes of rodsjsections 
- ------ 4 



working two 10 hours' shift and this is likely to improve after the 
commissioning of the two homogenising furnaces. The Committee 
rogrct to observe that the two homogcnising furnaces which were 
s:inctioned in August 1970' are still under trial run and that the 
c.:r~)wity of the plant was not hlsi:ig fully utilised due to lack of 
balancing facilities. In fact. out of 10 balancing equipments sanc- 
tioned in March, 1967, one was commissioned in 1968, one in 1989, 
one in 1970, 4 in 1972 and one in 1973. The Committee would urge 
that the Ministry should investigate the delays in the provisioning 
of the halancing facilities and also in the commissioning of the 
homogenising furnaces. 

The Ministry of Defence hod with them four sand blasting 3 
machin~s. two of which were purchased in 1921 and two in 1942. 
These weru conventional types of sand blasting machines. It has 
been admitted by the Ministry of Defence that Factory 'A' did not 
have any experience of using fully automatic type, with electronic 
control like the shot blasting plants which were procured against 
indcnt placed on the DGS&D in January, 1964. The Committee 
iuvc noted that against the indent for four sand blasting machines 
placed by Factory 'A' in January, 1964, the DGS&D, on the recom- 
mendation of the indentor. had placed an order on a h n  in April 
1965 for supply of two shot blasting plants. It was stated by the 
indentor that they preferred shot blasting machines to sand blast- 
ing ones as the latter involved health hazard to the men working 
on the machine. The Committee note with some surprise that 



hithough they had no experience of using fully automatic type sb 
blasting machines, Factory 'A' approved the procurement of twc 
such plants against their original indent of four sand blasting 
machines. Some parts were missing from the plants which were 
received in the factory during July-August 1966 and i t  took another 
two years to provide the missing parts. The reasons for this parti- 
cular delay have not been explained. The Committee desire that 
responsibility for all these lapses should be fixed. The quantity 
and valuc of the missing parts should be intimated to the Committee. 

Another unsatisfactory feature is that, on account of the varia- 
tion in thc air pressure, the plants became inoperative and also the 
workload in the meantime had registered a fall. When the difficulty 
about the fluctuating air pressure arose, Factory 'A' after some 
make shlft arrangements took action in 1969, l.e., after about a year 
cf its commissioning to connect the machine directly with one of 
the compressors. The second machine for which therewasno ade- 
quate wvrkload was transferred to anqther factory in May 1970 and 
there also it could be installed only in September 1972, i e .  after a 
lapse of two years. The explanation of the Ministry that the instal- 
lation of the plant could not be completed due to other priority 
works is unconvincing. The Committee note that out of 9 compres- 
sors procured for this factory, only two compressors could be instal- 
led for supply of compressed air to the second shot blasting plant. 
They deplore the lack of advance planning in the matter of pro- 
curement of ~nachincs and their utilisation by providing air com- 
pressors. They would like that the reasons for the delay in provid- 



ing compressed air supply to the shot blasting plants should be fully 
probed end responsibility fixed. 

8 t 48 Ministry of W w e  D q m -  From the material made available before them, the Committee 
of'L'ef'nce l'roJu'hn. think that the concerned officers in the Directorateenera1 of 

Ordnance Factories are answerable for the purchase of two machi- 
ncs (single spindle circular groove and slot milling) costing Rs. 2.62 
lakhs for Factory 'B' when the latter had demanded two HMT M3V 
Vwtical Milling Machines. Not only was the purchase effected in 
hacte for which no satisfactory explanation has been advanced but 
it was thrust upon Factory 'B' who could not put it to any effective 
use. The result has been that there was a frantic search for a pos- 8 
sihle user of an unwanted machine among the various Ordnance 
Factories until it found a berth in Factory 'F' in 1973, i.e., about six 
years after its purchase. The Committee recommend that responsi- 
bdity for various acts of omission and commission should be fixed 
and a report of the action taken intimated to  them. 

The Committee are not a t  all convinced by the argument ad- 
vanced by the Ministry that single spindle circular groove and slo: 
milling machines "were modern and capable of executing the @pc. 
of intricate jobs encountered by Factory 'B' ". . . . The scrutiny md 
comments on the machines offered against the tender opened h. 
April 1964 could be flnalised by Factory 'A' only by 21st December, 
1964. As the DGS&D was expediting t ~ r  cammente, the DGOF seat. 



the comments on the tenders to DGS&D on 6-1-65 without referenc 
to Factory 'B'. There should have been proper assessment of tht 
requirements followed by consultations with the user as to the 
possible utilisation of the machines indented for. This was no; 
done. There was no justification whatsoever for not consulting 
Factory 'B' about the suitability or otherwise by DGOF, when the 
comments of Factory 'A', one of the indentors had specifically been 
sought. This gives rise to serious suspicion of corruption. The ex- 
planation of the Ministry thrat the fact that Factory 'B' "sent several 
reminders for the procurement of single spindle circular groove 
machine indented apparently confirmed that the factory was not 
averse to the procurement of these machines" is plausible but not 
convincing. The Ministry themselves have confirmed that Factory 
'B' wanted general purpose machine and not special purpose one. 9 The Committee would like to express their dispIeasure a t  the 
manner in which the deal was rushed through and desire that res- 
ponsibility for the lapses should be fixed. 

Do. The Committee fail to understand why the concerned oficials of 
the DGOF took no action to reduce the number of machines on order 
when they bccnme aware in February 1965 that Factory 'B' requir- 
ed a gcnernl typo machine. They also fail to understand why no 
action was taken to reduce the nunlber of machines when the de- 
liverty date was extended. The ossertioll of the Ministry that the 
machines wcrc required have not been proved by the total evidence 
protluced. One machine worked in one shift only since installation 
and the other machine worked sporadically in one or two shifts _ ---l_l-_ -___ 
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from Ueccmbcr 1966 to n w m b e r  1967 2nd thereafter was declared 
sulplus on account of lack of load. It was transferred to anothe 
ordnance factory in F~brurrry 1973 and put to use there. The 
othw machine was in  use till  April 1972. Thereafter i t  was offered 
to Factory 'E' who had earlier declined to accept the machine on 
thc ground that i t  would not meet their requirements. After the 
Gcnvral Manager of the Ordnance Factory had confirmed that the 
mwhine could not be used by Factory 'E' it was again circulated to 
all thc Ordnance Factories in September 1973. Finally in Novem- 
ber 1973, the machine was ordered to be transferred to Factory 'E' 
for use by them against the requirement of one Kopp Rotary 8 
Milling Machine. 

I 5 1  hiinistry of Defence Depiln- Thc Committee consider that the DGOF had failed to ensure 
merit o f h f k f ~ e  ~'mdudm. the full utilisation uf the two machines which had been purehard 

at considerable cost. Apart from this, the DGOF was totally igno- 
rant of the actual requirements of the various Ordnance Factories 
and this is the evident from the fact that circular letters had been 
issucd to various Ordnancc Factories enquiring whether they would 
accept one of the machines declared surplus by Factory 'B'. Tb. 
Committee desire that individual resonsibility for indenting the 
unwanted machines should be fixed and the action taken in this 
regard intimated to them. A report about the utilisation of the 
machines by Factory 'C' and Factory 'F' should also be furnished 
to the Committee for their information. 



Do. 

Do. 

The average annual requirement of studs for the Dekm 
Department is of the order of 50.000 kg;. Till hIay 1963, stud pr+ 
tcctors were imported from U.K. and thereafter the DGS&D obtain- 
ed supplies from indigenous stockists of imported studs. The traders 
imported thr stlid protectors against their commercial quota in un- 
galvanised condition and then supplied after galvanising againzt 
DGS&D contracts. According to the information furnished to the 
Committee, none of the suppliers can yet be called aD established 
saurce, as the supplies so far have mostly been made from imported 
stocks only giving rust preventive treatment in the country. The 
suppl~es made by a firm in Rajkot did no! strictly conform to Defence 
specifications and the studs supplied by them had to be accepted 
under deviation with price reduction. 

The Committee are surprised that although the requirement of 
Defence Department was known, the'DGS&D has not been able to 
locate any dependale indigenous supplier nor any positive steps 
have been taken by the Government for the setting up of suitable 
units for the production qf studs indigenously. All that the Ministry 
could sny is that "efforts to establish the indigenous manufacture 
of the store continue to be made." The Committee desire that the 
Government should intensify their efforts to locate one or more 
dependable manufacturers of this item so that the Defence Supplies 
may not be hampered. 

Do. The Committee have noted with great concern that MIS. Kohli 
Industrial Corporation (Pvt.) Ltd., Kanpur were required to supply 
84,510 kgs. of rustless stud protcciors after inspection by the Defence 
- __ - -  - 
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. - -.. . .... - -. -. - - - - ~  - - - ~  Inspectorate but only Gfi,sfil kgs. could be offered for inspection and 
out of this quantity only 14.461 kqs. could be accepted hy the Defence 
Inspectorate. 'She time taken for thc inspection of studs varied from 
19 d;tys for onc lot, 25 to 27 days for 1 3  lots, 113 days for one lot and 
2;8-28:] days for I \vo  k~t:;, i~lth<~ufih the normal inspection time for 
such stores is stated to t)c 4 to 6 w w k s  for a lot. The Committee 
arc si~rprisvd to t)r! told that  "when the delivery was about to be 
rleai,cd, t11c inspccttrr learnt that the consignee,. . . . . . had rejected 
the ( r l t i r~l  :~~ccptdnccs against all the previous deliveries en block and 
r:fily :I clti;u\tity of some 13,000 kgs. had been accepted out of some 
45,ooil kgs. olTcrcd. With this development an  impasse had been 
crcnttd in the facc of which the inspection could not proceed $ 
further." Thc Committw wou1d like the Defence Ministry to inves- 
tigate and ascertain how the Defence Inspectors had, in the first 
instance. clcnrcd the consignments which were, at a later stage, 
rejeered by the consivc*. The Committee apprehend that there 
may well h a w  been collusion between the supplier and the Defence 
inspectors, as otherwisc large quantities of doubtful quality could 
not have Seen accqtcd in the first instance. It is regrettable that 
i t  took 20 weeks in resolving this issue. leading ultimately to re- 
inspection of the goocls which also took another 12 weeks. Thr 
Dcfcnce Inspceiorate Is answcrahk not only for the acceptance of 
;:cmO~ ; , I  dolibtful quality in the first insiance but aka  for the delays 
a! 2\11 %take.: in nccepting the consignments offer& by the firm, there 
by putting the indmtnr to considerable disadvantage. 



15 . .ili;listry of Ikiln:c I )cr  art-  The Committee have been mformed that the question of 
mcnt , p i .  I k ! k n c c  I'l\~.luitirbn. se,itatlun of the firm against large rejection of stores, on account of 

foliowing n different mode of testing than the specified in the ac- 
ceptance tender, was taken up with the hlinistry of Law, who had 
suqryrstod that a n~ceting should be convened with the firm to sort 
ou t  t h e  diflerences. .4t the meeting held on the 28th May, 1970, 
the firm's rrpresentativc did not agree to supply the balance quan- 
tity of storrs against the running contract due to the dleged in- 
nrdinntr. delny in inspection and the increase in the raw material 
l~rici=.;. The Committee have also noted in this connection that the 
Millistry of 1,:lw to whom the matter was referred had observed 
that "thrl-o h;id been inqrdina!~ delay in testing. Consequently, 
s t raj~t1tn\s .n~ rancellation o f  the outstanding quantities would not 
t,c otivis:it:!c. . . . . - . . Govcrnn~mt  case did not appear to be on sound 
footing ;ind 111.  cnncrllntion of the contract at  the risk and expenses C" 

of the firm. thrl.cforC, would not nppcar to be legally tenable." As 
st;rtty{ in thtl .Iudit para the  'D(;S&D had to cancel the balance 
:o,o~!) kgs. outstnndinq agilinst the contract with the concurrence of 
the firm ivithou t financial repercussion on either side. 

Do. It 1s all the more surprisltlg tha t ,  ivhen the firm had defaulted iv 
t t ~  matter o f  supplies agatnst the first contract, it was offered a neT 
c.ontr:rct on thrl satnc terms o f  inspection as laid down in the h i t  
contract ~h~ firm did not come out  any better in the matter ot 
srll,l)]lcs ;,!lainst second new contract. :! 752 kqs. had to be accepted . . tvlth 3 ~ V I -  cpnt price rtduction and 15,835 kgs. were accepted with 
r, 11c'r cc.nt p! lee reduction. Apart from compromising the quality * - --- 

_I_C__ _ _  - - 
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of the studs required by the Defence Department, the WS&D had 
shown undue leniency to the firm who did not tender supplies 
strictly according to specifications laid down, and the studs had been 
accop!ed because "the MGC had expressed urgency for the supply 
of this store in November 1972 and had himself suggested acceptance 
of even slightly below specification stores under price reduction." 
The Committm are surprised that no action has so far been taken 
against the supplier or the officials for these lapses. 

17 t . 7 3  ~inistrq.  of I)cfcnce,DepHn- Thc C[.rnrni t k c  desire that the OGS&D before placing a contract 
ment of Delmce Production should cnsurc that thc terms and conditions are not so framed as g to ~11it  the supplier and that ?be firm an which the A"r is going to be 

placed bas got the necessarv exlxrf.ise 2nd capability for the pro- 
duction of the item in question. The Defence Inspectorate should 
isslle instructions to the field staff in the matter of inspection of 
stores ~trirtiy a c e d i n g  to specifications laid down and within the 
time-schedules fixed for the purpose. 

18 1 .89 Ministry of Lkfencc The Committee have bcm informed that the annual requirement 
of the navy for 'non-slip, oil rcr;istantl is of the order of 2500 pairs 
and the sourcr of supplv of this item till 1967-68 was M/s. Bata India 
Ltd, Calcutta. The Committee have also been informed that the 
Babs were not interested in manufacturing this item owing to the 
smallnesq of the  orders and owing to the difficulties in obtaining 
certain components of non-slip sole and heel, the same being = aq 
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imported material from thc U.S.A. The Navy had, therefore, no 
alternative but to go in for local purchase. 

The Committee are surprised that. a1 though the requirement of 
Xavy was known, no firm arrangement had been made either by the 
Defence Department or the DCS&D for locating indigenous sources 
o: supply o f  this item strictly according to laid-down standards. 

Thc Committee are unable to understand why no specificatioas 
for the shoes meant for the Navv were laid down till August 1971. 
Orders placed on M s. Pioneer Leather Works, Bombay, during Jan- 
uary 1970 to October 1970 wcre accordin:: to stock sample selec- 
ted by the stock holders from the earlier supply received from the 
BATAS. It was surprising that the Surveyor of Stores, Naval 
Dockyard. Bombay accepted the stloes supplied by M!s. P i o n e e ~  a, 

4 Leather Works, Bombay, on visual inspection only and no samples 
were sent to the Chief Inspector, Textiles and Clothing, Kanpur, 
because "no control samples are required to be sent to the Chief 
Inspector. Textiles and Clothing, Knnpur" in the c a ~ e  of local 
purchases. 

Keeping in view the special nature of the shoes which were 
intended for use of Naval crews n.c\~.kin,r in thC tnsinc rooms and 
also on board the ships, the Navy should have taken precautions to 
see that the shoes locally purchased conformed in all respects to the 
approved sample. Control samples should have been ~ e n t  to the 
Chief Jnqm-tor of Textiles and Clothin !. Kqnpur to oh in te  rejec- 
tions Thc Cnmmittce arc unable to acrrpt the views cuprcss-j bJ' 
the Ministry that "no responcibilitv has been fixed. 3. there is no - - - - - - - -. 
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rase forf ;illy rrpl(1jidt-s agiiilist. ;illy indrv~ciual altt.~ougl~ the Chief 
lnspcctor of 'I'extiles and Clothing, Kanpur, had observed that "the 
stiocs w e w  suhtandard and far inferior to prescribed specification." 
l'hc Uor~~rliittc!~ stress that r~.spmsibil~ty for accepting: substandard 
shoc..; sl~ould \W f i x d  f o r  taking q q m p r ~ a t r t  action. 

22 I .y3 Alinistsy of' 1)cti.ncc 't'hv Committee are mrpriscd to note that two more orders for 
shocvi o f  thc same type ivert! pl;rced on the same firm, namely, 
Mjs .  I'irmcet I~>c'afher Wor-ks, Hornbay during March and Septem- 
ber, 3971 and the supplies were accepted after inspection by the 
Survcyor of Stores of the Navy. When a ship which had received 100 
pairs of show in March 1972 reported that "the shoes were not non- 
slip and oil resistant, were heavy and inconvenient to wear, the g 
icatlw was stiff and rough and the rubber sole opened out at joints 
2ttt.r some use," the Naval Headquarters asked the local authorities 
to investiptc in the matter and the conclusions of the local autho- .. 
rities were me same as before, viz.. "there were no rnalafides on the 
part of any  individual connected with the placement of the local 

" pilrchase orders or the inspection of the shoes." This is a matter 
which should be further probed. 

The Corr~mrtteu are not convinced with the argument advanced 
that  there was only one source of supply and hence there was no . 
option hu t  to obtain the supplies from the source available. 

The Committee would like the Ministry of Defence to thoroughly 
examine the existing procedures for local purchases and also lay down 
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but to thc non-public fund which was operated for the welfare of 
srrviccs personnel by thc President of the Service Institute. Be- 
fore the first contract could run for the full period of three years, 
the Station Commander cancelled the same and concluded a revised 
contract on 15th March. 1969. with the same contractor for a period 
of fivc years fro~n 1 st April, 1969, permitting him to construct a 
scmi-permanent cinema building on Defence land at his own cost. 
The amount of rebate payable by the contractor was reduced by a 
sum as large as Rs. 300 per month. 

1 t Ministry of lkfcncc Within a period of three months a third contract for a period 
of 10 years w a s  concluded in Ju ly  1969 with the same contractor , 
by the  President of the Service Institute of the Air Force Station, 
permitting him to construct a pucca cinema-hall on Government 
land. The Ministry of Defence have admitted that the action of the 
unit  to permit constr~~ction of semi-permanent structure on Govern- 
ment land without obtaining prior approval of the Gcvenunent as 
required under the Air Headquarters instructions iswid in June 
1W was irregular and that "the disciplinary aspect of the case is 
being looked into." Tt has been stated, that in all the ewes the Sta- 
tion Commander acted on his own, without obtaining any financial 
or  legal advice. 

To make matters worse, the third contract of July 1969 did not 
pmvide for rwvery of any rent for land, water and emservaney etc. 
It is only after Audit had pointed out the lapse that the Unit (and 
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not the contractor) started crediting the amounts to Government 
from the ~ e b a t e s  collected from the contractor. The Ministry of 
Derer,ce are of the view that "provision for recovery of charges for 
water and conservancy could have been made in the contract as'the 
cinema in this case was run not entirely b ythe President' Sen ice  
I n s t i t u ? ~  but by a private contractor in a structure built by him." 

From thc facts disclosed, the Committee are of the firm view that 
the Air Force Commander and the President of the Service Institute 
v f  the Air Force Station in total disregard of the Government orders 
cxtcndcd pecuniary benefits to a private contractor and failed in  
thcir duty to safeguard Government's interest. The Committee are 
unnl)lo to accept the plea advanced by the Ministry that the action 
of the  Stat~on author~ty to authorise construction of a semi-perms- + ncn t build~ng and arlcillaries on Government land was "unilateral 
arid wn.; pro111p;c.d by thcir zeal to provide the minimum welfare 

! 
The Commit t w  d e s w  that the Ministry should investigate t?lis . 

case in de?nil with n vjrw to ensuring that no malafides are involv- 
ed. The Govcrnrncnt sl~ould also examine whether any action can 
be takcn against the contractor for non-payment of electricity dues 
beyond 1-8- 1972. 

The Cnmmittce h a w  noted that under Clause 12 of the present 
agreemen t ,  termination of the contract before 1979 would involve 
3 paynlcnt or compensation amounting to Rs. 3,75,000 (valid upto 
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31-7-1973) as demanded by the contractor and that the question or 
take-aver of the cinema building is under consideration of the GQV- 
ernment. The Committee would like that a decision in this regard 
should be taken at an early date. 




