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INTRODUCTION 

I, the Chrinnnn of Public Accounts Cornamittee, as authorbed by 
the Commftda do prereat on their behalf tbt Hundred and Twenty- 
Fifth Report of the Cammfttee (mth b k  - on the paragraphs 
contained in the Rcport of Comptroller rurd Auditor General of India 
for the year 1911-72, Union Government (Ddence Services). 

2. The Report of Comptroller & Auditor General of Indja for 
the year 1971-72, Union Government (Dtience &rvices) was laid 
on the Table of the H o w  on the 29th I(dPr~h, 1973. The Committee 
examined parapphs relating to the MhirtrJr of Defence on tbe 1st. 
2nd and 3rd November, 1973. The Committee considered and final- 
ised this Report at their sitting held on lOtb April, 1974 Minutes of 
these sittings fwm Part 11. of the Report. 

3. A statement &owing the summary of the main conclusionsl 
recommendations of the Committee is appended to the Report (Ap 
pendix n). For facility of reference these have been printed in 
thick type in the body of the Report. 

4. The Committee place on record tbeir apjmciation of the assis 
tance rendered to them in the examination of tbese paragraphs by 
the Comptroller & Auditor General of Iadt.. 

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. 

Ntw DELHI; 
A p d  15, 1974 
Chaitza 25, 1896 (S). 

Choinnan, 
Arblit dEcounta Committee. 



Audit Parcrgtaph . . 
I i 

1.1. A boat designed and dedoped by the Rersuch and Deve- 
lopment Organisation was accepted in 1962 for introduction into ser- 
vice after extensive technical and user trials carried out during Feb- 
ruary, 1957 to December, 1961. It was to replace an imported one 
that was being used by the A m .  The design of the new boat was 
based on canvas hull containing a number of balloons to give desired 
buoyancy. It was intended fo carry assault elements complete with 
weapons in river crosdng opmtians. The boat was also to be used 
as a raft for taking across guns and light tracked carriers. 

1.2. In November, 1862, thne ardera were placed by the Army 
Beadquarters an 8 public sector undertaking for supply of 860 boats 
at the rate of Rs. 4157 per boat Thmo wem .upplied during July, 
1964 to Octobar, 1984. Subsequently, dwing July. 1965 to Decem- 
ber. 1968, orders were plocrsd on thia unQrtaLLng and four other 
ftnns 'A', 'B', 'C' and W for supply of 1937 boats. The unit rate of 
these boats, which were supplied during February, I966 to Septem- 
ber, 1969, ranged from Rs. 3800 to Rs. 1300. 

1.3. The spadficationr laid down in November, 1962 for  these boats 
provided that all &itches on the hull below life Une should be ffnish- 
ed with ld-proaf compwition of an approved quality. In Novem- 
ber, 1064 an amendment was issue$ to h s e  specifications which re 
quired application of leakproof campound to all stitches-both below 
and above life line. Detailed specifications for the adhesive to be 
used at the atitches were, however, not laid down. Consequently, 
the public aecbr un&&king and the two firms 'A' and 'B' which 
supplied in all 1776 boats during July, 1964 to December, 1967 used 
certain adhesiveti, while the other two firms X!' and 'D' which sup- 
plied 811 b t s  during Much, 1966 to September, 1989 used a difler- 
ent adheaive (which is much costlier and b very effective for water- 
prooaag ordfnvy QLDMI). 



an odxmm depot) asting about Ru PC86 laLhr were defective 
Tht #uns d all joints d the bmb didntegratcd when tht boa& 
were iadrbad and put in water u the unvm at the manu bod be- 
come Mttk. hvertirptbna ?_t-5='$hat thb wu cawed by oxidi- 
sation of tbt a-ve WdQ by two firm# b bx the wrns of 
the boats (due to la& a~ &4a;e ddtptmb in the adhesive as chlo- 
rine was liberntad and hydrochloric acid wu fonne4). Tbt borps 
supplied by the public rector undertaldng and the Rrms 'A' and '8'. 
i n ~ a d l l b r r d a t ~ v e w b \ I d d d , d f d a o t ~ h b ~ t h i s  
deka 

14. The fceoibili@ ot rep.lring the Qiectfve bwts was examtnad 
by smding roms of tbzm to an Anqy WorLbep but without suc- 
cesr It was beld by the Master CeDerPl of Ordcl.ace (In January, 
1972) tbpt tbere was no pglJihility of nepPiriag tbe 608 defective 
boats and tbat the Fenutting 203 boato, then held as shrviceable, 
supplied by thaw two were alm likely to be beyond economh 
cal repair when they developed defects. In the meantime, instruc- 
tionrwemidsuedIIJhuyfW.dquulbrtLNevmnBu.197ltothe 
ChdhamelDepaCrmt tb&dcof  inrpor&d beats which 
had bem d&tearwl ob.obese fn A@-& 1971. If Wmi found that 
137 of these d d  Bdts wazr, in a e b l e  emditkbn and A m y  
H- ismad aolbrr in December. 1971 for apply  of these 
boats to units to msct oplerratid scqulreahent atld dlao jnitiatcd 
action far e g  l(n ef them sad h t n  rap.trrd urjpntly. 

1.6. The shelf life (before use) of the (Indigenous) boats IS 3 
years. OY the 8?1 Wlrtl mpphd by flms 'C Md 'W S O  had com- 
pkkd the S year perled by Me, 1971. Tbt other 3(n boats were 
mppW between 0cW.W. 1987 and aicptcmkr. f#D. hordilug to 
the Mfnhhy, the botts can be rcpah.ed at r cart of a b u t  Rs. SO0 
each. 

Ipamgraph I0 at the Report of Comptroller and Auditor 
General of India fir the yem 1971-72, Unlon Government 

(&fen& 'Sekvices) I. 



l i  Au&rding to the Aidit Pard@&* out of the 811 Ecats BUR- 
plied by the flrnu 'C' and W ddll 'lhb '& with field units and 311 
tn otock in p %- degfot) wgra h n d  dsftmtbt. The Master 
G e n w  of orharna, however, iabws*ed &M C d t w  M n g  evi- 
dbce: "In dl 2,587 kRltr we nsreived by tha A m y  on various 
indento on varioru &nu.. . .Of tbero 2687, we W e  at the moment 
669 boats whicb are with the unit. in a #ervicdabk state. We have 
another 444 bosh is d n m a e  rtndu which a m  in a derpiceabrct 
state, but in a wprriroble Eta*. . . . I  camnot EftsgorScafly state that 
out of 444 boats, the numkr of boeb wed or not used.P 

1.0. ?he Scientik Ad- dated that the Qfec?? were due not 
only to the tvrong adbeoiver baln(l uad but 6a r~meraSLg eke also 
About the &fect(r found in the bmtr baddcs the ma ofr wrong type 
of adheaive, tbe Wrsctm Ceaan) of BMpceeian rrlttd: '"lne covew 
ing of tbese boclk is in carwatt. Thia canvas, kke any organlc mate- 
rial. is subject to deterioration due to rrgt, duo W eexpdsate to sur- 
light, due to contact with water, due to fumrgal sttack, due to rnois- 
ture and a host af other reeronr. The fabrics are subject tc decay 
or subject to teadering in ccnua+ of tixw. RCAPEIUL~~~,  in some of 
these boots it was found that whae NQpicrr ha  Men mud there 
has been e little more tendcplqg b; those pbms. Wrt even othemse, 
textiles do deteriorute due to age ate. It is a marmal process." 

1.10. The Committee w m t d  to bao *meehm thcrc wes m e  
defect in man-g dso, tb e t i 8 c  AdWr btsfCd during 
evidence: 'The ybsn t the &elf Me Yh;.t Wlr) tjrestfted by us 
when the boatr arrre a m w h & d ,  *g Into rccnuht ehe natural 
process of d + ~ t i c m .  Bot @"the boa& are ~b\rIQly M. db can- 
vas w~uld  deSeriorak much Eubr. 'Phdkm. 6deA are. apart 
from the natural oruo# of. &terfbPetJan due to FO* 
use. If the shelf life is years, if they are used under various 
cm- tht rttt;btlaa8 -& I i f & d ' % P ' l &  than five 
years. lrlp pqmb do aod rlcaftt ~~ &e'# dcie to Nee- 
prene, bplt &eg * @M& to be &#&I* we examined 
tliem." 

1.11. With regard to tbe procurement of boats, the Deprtment of 
Supply 4sva artrd: *8@ to ttlt paac-t 812 boats, 
a d v a p ~ : w n l u w m h ~ ~ ~ l - - b p * - - - ?  
inspcciyi4wrpe*ptird bg Ikstewe -P=-- 4 -*b 



against-all the conkracts, the wM.re quantity was r e e s p t d  'bg the &s- 
: w t i v e  consignees to their satistaction and aMer getting their a p  
proval in this regard, the dellvery &tea were ngula14~ed. 

It was for the inspectorate to have detected any subtaadard 
material use during the prgcess of irrspectioa," 

1.12. Explaining the beckground a b u t  the use of Neoprene ad- 
hesive for the boats, the repretentative of R&D has stated: "In lW4, 
we started using Bees Wax. That was the most commonly avail* 
able adhesive. This comes into contact with the canvass cloth and 
the metallic parts. Cloth is an organic material. The adhesive has 
to be neutral. When we started using it, Bees Wax was the only 
neutral adhesive available to R&D. As we went on, the use of Neo- 
prene came in a long way and it was available in the country. It is 
very widely known and is used in all water proofing compositions 
for other purposes also. The only thing is that it is chlorine based 
adhesive. The Neoprene looks colourless as it is used and it remains 

~colourless for two-three years, unless you accelerate the action of 
degradation. In the course of three-four years, you see a faint col- 

aurisation. And from that you can make out that the adhesive -is 
slightly deteriorating and this process of deterioration is based on 
the release of hydro-chloric acid. A t  the time when the adhesive 
was used, and also when inspected, one could not detect that there 
was anything wrong, and since the adhesive was very widely used, 
we thought thaf ft was the right QJM of adhesive. One of the things 
to prevent chlorine reaction is to add zinc oxide. It will delay the 
reaction. It is not expensive and we assumed that this was automa- 
tically used. But visual inspection or by just taking the quality of 
the adhesivea, o m  could not tay whether it b going to deteriorate 
in two-three or four yean. Themhe, thir a&hesive was accepted 
'in good faith. It ir much better. R is twenty thnes more expensive 
.than the other one. The debsioratbn oan be delayed if  zinc oxide 
is used along with the adhesive. But tt just happened that in the 
course of 3-4 years, when the boats were used, the deterioration re- 
"action took place and the tendering d the cloth occurred." -- 

1.13. The Scientific Advfser admitted during evidence that "we 
did not know at that time tbat $hi8 particular defect could arise in 
Neoprene.. ..Now that we have studied thie problem, we know that, 
in future, if we use Neoprene, particularly in contact with metal, 

-we have to use some acceptor." 

1.14. When arkad why Neroprene was allowed in preference to 
JBeee Wax uoed earlier, the representative of RdtD stated: "At that 
dime, the a w v e  whhr$ m wem using and which was fafrly good 



-mnd o d b b  in ' b g a  spurntitieg t a r  beeo wax. Bat we experienc- 
ed a slight tWZb&y fn zding thir bma wax because it i s  not quite 
a good adhesive material and the bees wax has also indicated a very 
slow rate of water sixpage. But it was not 100 per cent water-proof. 
I t  wss on account of that that we accepted a better adhesive which 
is the neoprene baaed Wpx." 

1.15. The Committee enquired whether the Ministry of Defence 
were awafe of the fact that Neoprene based adhesive which was not 
properly neutralised was used by firm C' and 'D' and if not, when 
the Ministry cane 'to know of this requirement. The Ministry of 
Defence, in h note, has submdtted: "R8zD Organisation was not 
aware of the fact that Neoprene bsed adhesive which wan not pro- 
perly neutralised was used by Messrs. . . . and Messrs. . . . at the time 
of manufacture of boats. R&D Organisation came to know of this 
defect only when chemical analysis was carried out during Septem- 
ber, 1972 as part of investigation to find out the causes of this fail- 
ure." 

* 1.16. In the absence of full knowledge about the Neoprene, the 
'Committee asked whether the Technical Committee of Research 
and Development Orgdsation of =nistry of Defence had approved 
Its use. The Ministry of Defence in a note has stated "There is 
nothing on record to show whether approval to use neoprene based 
adhesive was given by the Eetablishment (Technical Committee) to 
the firm." 

1.17. The Scientific Adviser admitted during evidence that they 
'had relied on the text book knowledge that Neoprene was better 
adhesive and it was unfortnate that they did not test i t  whether it 
was fully neutralised. It should have been done. 

1.18. The Committee enquired whether the boats where neoprene- 
'based adhesive was used were tested in water for the required 
length of time. It was stated during evidence that the boats were 
not tested for the required length of time--but they were tested in 
water for a period of one hour for any leakage. 

1.19. The Committee drew attention to the following note writ- 
-ten by the Ministry of Defence on the 25th September, 1972 regard- 
ing advantages of the Neoprene-based adhesive: "Neoprene based 
adhesive, though much costlier, has been used by tlie two firms 
MIS.. . . . . . . . . . and MIS.. . . . . . . . . . for the following reasons: 

. (a) It haa excellent waterproofing and weather resistkq pro- 
w=- 



(d) This adhesive is compatible wiPk W b a I  gavas.". 

The Oommi.ttec tROdted to how bbw Wadk emtn to b written 
in Phr facie nf coaapldEC reoeZvab iil WI. The Mhirtry of De- 
fence stated in a hate: "IWprme b&& adkesiw if properly neut- 
ralislel XWS not have corrosive eikct. The &cPterioimtion of canvas- 
in tM. particular came h l  happened drM b low g e ~ e p t a g e  of c h b  
rine accq~$~rs conWaQd 5x1 the adherive thus rerulting in free 
chiorhoe Mich  fmmM *to hydm-chforit acid which in turn attacked 
tha oemns!' 

1.20. The Committee were inform& during evidence that the life 
expectancy of the boat for 5 years was decided in mid fifties and 
no review of it had sinw been done. Asked whether in view of the 
complaints it was going to be reviewed, the wi- stated. "I would 
like to explain that it took ~ M Y L ~  time t6 h a t e  what the ddect was 
After that we know hnt  this boat wae dbt going to be held in stock 
and a new design was going to be indwted. I admit that we have 
not done an exercise of rtsvduatlrrg the 112e expetancy of the boat 
but . . . . . . the amount of ewrdae nrseesmry is perhaps not justified 
by the very fact that the boat is going out of use jn the course of 
the next year, when the present boats are finishing their life." 

1.21. It was stated that mgular inspection of bunts wete carried 
out and regular reports were sent to the Statistical Omcer. Asked 
why a large number of boats were found fo be c ~ k t i e c  during the 
special investigation made after the complaints were received in  
W 1 ,  She Eaginer-in-Chief replied*. "It Is very W a l t  to explain 
because, as I mentioned, regular inspections w e  cwried out, and the 
baa* are terkd md in every report, we -port, to the MGO, that so 
many of them h o e  become! tnmmvbabkr ,and he is xequired to 
make issues to replace tbme untetviceable mes." , 



d a a l * a a l . r ; t i . y l r a r n W * ~ * I t h e  befsacc Ins- 
pcbmh %!hey dtd: a% UL 8er1#-dW N tke in&ting a g e  dr 
.at a later mOyLn I 

1.23. Asked *eOhn any log bsok or history sheets for these 
boats were kept, the Master &era1 of OFdhance gubmltted dur- 
ing evidence: ""We have been using boats before ahd that has never 
been the practice to the best of my knowledge. It is only for machi- 
nery which is fairly expt!r@ve that that fe done because the &mount 
of money that you will have to spend on making and m&ntaining 
log books would not realky be commensurate with the advantages 
that one may derive from it." The witness however, admitted that 
log books were being maintained for certain less costly items like 
motor cycles, trailers and mules etc. 

1.24. The Ministry of Defence had informed the Audit that the 
boats could be repaired at a cost of about Rs. 500 each. Asked about 
the number of boats repaired so far and their c q t ,  the Ministry of 
Defence, in a not? furnished to the Committee, stated: "Repair of 
the boats found defective on acwunt of use of w p r e n e  base adhe- 
sive is proposed to bq undertaken now. Sanction has been accord- 
ed for the repair of 16 bo#j as an experimental measure at a~ 
estimated cost of &. 1,000 each. Actual cost of repairs of the boats 
will be known only on receipt of quotations which have already 
been invited. I t  may be mentioned that the estimate of Rs. 500 
per boat was ba@ on paqh p a i r  w q e  Rs. 1,000 npw estimated in- 
volves replacement gf b e  eqtire canvas of each boat bs &sired by 
the users." 

involve c-mpltte replacement of emvm hull and bottom. The origi- 

L 



In view .@f the foseguiqe, w M  the mpah &nit eQnaPrs with tlvr 
procurement ate, the Chief of the Army 8 M  has decided mt tu 
pursue the repair of these boats and declare then as obnolete." , . r 

1.25. Asked about the cost analysis of the re-yfahle components 
of the boat, like aluminium, the Ministry of -, in a note, 
have stated: ''The materials for the fabrication of boat amault pneu- 
matic Mk.1 c~mpriw canvas, Juminiym strakes rubber balloons a d  
cordages. The boats when declared beyond economical repairs by 
the Technical authorities are disposed of throygb salvage. The boats 
on receipt in the salvage Depot as unserviceable are dismantled and 
the materials involved taken out and put in the respective stack al- 
ready containing the said material. In the case of these bcats, 
canvas rubber balloons and cordages have no sale value. As regards 
aluminium content the same is merged Gith the existing stock beld 
in the salvage and disposed of, No separate account of aluminium 
recovered from the boats is maintained and no cost thereof ran be 
given." 

1.26. An assault boat was designed and developed by the Re- 
search and Development Organisation to replace an imported one and 
it was accepted in 1962 for introduction into service. 2587 boats of 
this type were procured during July 1964 to Septewbrr 15GS 'now 
four firms and a public sector undertaking at the rate ranging frcm 
Rs. 3800 to Rs. 4300 per boat. On receipt of a cornplnint from one 
Army Unit in July 1971 that all the boats held by it, which were sup- 
plied by two firms, were defective, the matter was investigated in 
October, 1971 and found that of 811 boat costing Rs. 32.92 lakhs 
supplied by the two firms 608 boats (297 with field units and 311 
in stock in an Ordnance Depot) were defective. The seams of all 
joints of the boats disintegrated when the boats wcve inflated and 
put in water at tbe canvas at the seams had become brittle. Investi- 
gations disclosed that tbis was caused by Oxidisation of the adhc- 
give used by these two firms to fix the seams of the boats. As the 
cost of repair involving complete replacement of canvas hull and 
bottom would be equal to the cost of procurement of these b&ts 
it bad been decided to declare tbcm as ohkte. I t  was beld by the 
Master Genern1 of Ordnrrnce in January Ib?Z that the remaming 
203 boats ware also liLely to be beyond eeona5nical repair wbea tbey 
developed defects. 

It jl dq@m& t&t all this happeaad at  r time wheir 
the Armr #sQ1 tbQlrs boats nar;t. bWtas are very dig- 
t . s r c d b , m b t & b o ~ i q r I . ) r C I w ~ c a r t t 3 c ~ r v ~  
d d y :  



(g) h r-f of tbe b a t  grabbed & ~ r c ~  samples were Sn 
& r m r o v d  by rlbe b v e b p o a d ;  inspscted and' 

, #qwpW Ipy acb£emoa -&e a d  tathe qtiaaiity 
wap qcceptd by the ~ ~ p e e f i v m  aebipeek ta their satla- 
f w t k  It wao assrmal tbet the+-y ch&riae a- 
&or wrro a u t ~ c a l l v  wed Lleng with ~dbesbe. The 
Scientific Adviser admitted that it nre utortuna?e that 
they did not test the adhesive whether it wits fully neutra- 

- + %  lised a d  that it should have betn done. 

(b) & warrant? clause was included in the; contracts. The 
CommYttee were informed by the repmeatative of tbe 
Ib~s~t.b that the warranty clause i s  included in respect 
of those items where defects csq come tp light only when 
the stores are put to use and that in this ease neither 

' the indentor nor the Defence Inspectorate asked for a 
warranty dause. Nqfact&m could be taken against the 
Arm as thefy supplied stores to sp$cificatioms. It is surprb 
ing that the befepce Department di$ not & this *mrmal 
precaution especially beckpse qe dptailed sg~cifications 
for the adhtsiv;t were 1aQ down by the Research and 
Development 6r&nisatios an$ it was cdm8t$lg not pw- 
sible to defeyine by usuSl, inspeqtion wlpetbcr tbe adhe- 

' sivg used wa~,~goipp to fieteriwatg, a 

(1;) ~ 1 1 ~ o q q 4  JI th b..4 kweI(III;hl by tb hro b 
during Febnury, 1$QB pbp- 1- At  m q u i d  an 
investigation in October 1971 on the ksir of a complaint 
$m a -4-1 U.Y) k4P1B,a &bakV~,hany as 
(1087k*t. &en .iCld#(kr TI& .ibfc#lr ..SC do b.ve 
~ ~ ~ b i - . L . r d . r r L d . r r L I . r 3 t r s r d k J b L Y l u d e - d  
"--~k...lln~e- ma* ww& at .ii.Qlrldd, - 
* m t - a + ~ ; ( r Y e r Y L r w . r * r c -  

I J d U  arlsl~imd "d b.n -rrutlhr: - 



1.28- According to tb mprdmtative of tbs R.urrrL and Deva 
lopmeat Og.ebrtian even Beos wax is not quite a g y  #blresive 
m*tcrial md it has also indicrtad a very slow t.b d w~f4r seepage. 
m e  C m m $ h ,  hopever, age ~t very ckur) to q.ny boats 
where this .dbesive was used jsg developed d e f d  They learn that 
a difFemat 8d-e viz. hbnuin ko. 3 was used in tbe imported 
amdaalt barf and that tbis was b q r n  b the Ibwuch ud Develop- 
ment Ogabrrdon w h y  the indigenoms devqlopment of the boat 

aut a cimaper but edt&S1rlr 
kr tls ~ ~ ~ ~ ~ l t r . ' * 1 b  
ca k.* IWW*I dlh!lMk* 

t, $# I ? , i f , 16 1s4 l J i  

1s .$b* -*r W &rlJlW*m.pMq#or tbse  
irdi(earrr 1Crc, ru'&dL rYdYLI r C w  W H Y B l n s  Into 
k ~ ~ , ~ - Y . ~ ~ ~ - ' - d r - - . . " - " ~ * ) o ~ ~  &bat 
nr,&.I1y,*(Y '- -J.wnlllDbYls.AQILZ"_- --"* h 
-ir Cwulumb ---,"* (Y .) -y rritulrllu~"'"'''''''''''''''''''''''''''''''''''*rsJebrYlYIbSrAn"..JIYt~ 



dm &dl, m, llrJlkb serrS-b condition rad thsre 
l r r m ~ b - * ~ t o ) 6 n r l S a a r l r s i p \ l t t s m e a t t n ~ ~ e r ,  
U7L ft h Ir#a rAiQb aaort h.*e bsrm impoiYbd long before 1962, 
-em gomd enm~W erm &r 11) gsnr, the Cornmi* see m reason 
why the i a d ~ ~  aner d d d  not last laager than 5 years. 

1.30. W b t  has been dated br tLs rktre m p b s  adds up to a 
situation in an impertani srganbrtka of the Defence NIPDlrtry wbich 
c r u d  but' c a w  concern. Tbe prmemt prsceda~ss for rho storpge 
inspeteisa md isme of vital storas are such tW the unusability of a 
vital itwn nrr;y not be dlscwarkl until it is required for operational 
use. It dees not require much imagindbn to see what a serious situa- 
lion tbii could land the country's armed fortes in. The C 4 t t e e  
therefore, whlts expressing t W r  pave  concern at the somewhat 
mechanical, hekadabical rumd mihnaginative attitude that the Minis- 
try's spokesman showed, would strongly urge the Ministry to carry 
out a thoroogh *view of tbe pmedures relating to acceptance of 
operational stores, their rnaintespnee during storage and their ins- 
pection before issue to ensure that they are in the state of efficiency 
they should be. 

1.31. The Committee alw consider tbat tbe Besearch and Develop- 
ment Organisation does not appear to be kept in the close touch 
that it should be In respect particularly of items of stores, the p p -  
duction of which is newly established in the country, thro~ghout 
their life, shelf life or life in actual use. 

The Committee cannot but deprecate the slackness a d  ueprepa- 
redness of a vital organisation like Defence Department and its 
Research and Development Organisation. 

Purchase of timber 
Audit Pwagraph 

1.32. Against an indent placed by Naval Headquarters in August, 
1969, for procurement of teak logs required for manufacture of boats, 
the Director General, Supplies and Disposals, concluded a contract 
with a firm (in station '0') in May, 1970 for supply of 304 cubic 
meters of teak logs at a cost of Rs. 3.5 lakhs. Out of this, 250 cubic 
meters were to be despatched to a naval stores depot, 'A' at station 
'0' and the rest to anot&er naval &ores depot 'B' at a different station. 
The agreement with the firm provided for inspection of the logs by 
Defence Inspector of General Stores at the Arm's premisas, 00 per 

payment on, proof of inspection and despatch and the balance 10 
q e r  mt on receipt of stores by the consignee in good condition. It 
369 LS-2 



, 1.33, % , f L ; i i f , m  tU 1- rebbfar *&pblflLI' "findpeetion 
in two ,l&?+e M t  Wr& ~~W .snd!4hc+racrahd~ ia FcBruarg, 

8 " *  

1971. &% l ~ g s  qwwwiq e u W  me* wh&?t~e@&~ atcepted 
b3 t4yv&&qye &qqwW ;uyese, r d d  .Ln depa,43+ July, 
,1910 gpd, Wpach,,W?l. qtthagh scam of &om' logs PHF~~&I&I by 
W, N ~ Y #  p,tb$fies bo be l l ~ t  it2 o w *  qualMy, they were 
a c ~ m  On #p swngth .pf. the opinion mf tha p W d d n a l  authority 
(i.p,, ,C~~pmanding Ww of 4 . h -  Bhe Repair IQrsgdation at the 
s t a w l ,  The lattar, v&o W Wed the hg4 hed reebdnended their 
acceptance + had thowht: that thb overall W n t r g e  of wastage 
due to c~nver;sion wm not likely to a c e e d  the pertmissible limit. 
AetqUy, 30 logs .were collverted b t w m n  Sepbtrnba~, 10'FD and July; 
1972 and no wastage beyond pczrmipsible limit was noticed. 

1.34. The logs intended for depot 'A' were tendered for inspection 
in .three loti-the A* isr Deoelrrber, 1970 and the Becond and third 
in February, 1971. There were inepseted in the W ' s  premises by 
the Defence Inspector and 266 'logs measuring 244.M5 uuMc meters 
w b  wme accepted by him were received in depot 'A' during 
January, 1971 to June, 1971. I (  I 

1.35. On receipt of the first consignment of 48 logs in January, 
2971 by depot 'A', the Surveyor of Stores of the Navy found on inspec- 
tion on 15th March, 1971 that most of the logs had defects. Conse- 
quently, these logs were rejected by the naval authorities at the 
station and this was reported to Naval Headquarters in April, 1971. 
The remaining 208 logs were received in the depot during March, 
1971 to June, 1971. As the instance of Naval Headquarters, the Direc- 
tor of Inspection (General Stores), Department of Defence Produc- 
tion, ordered in August, 1971 re-inspection of the logs jointly by the 
Inspector of General Sbores a@ the station and also by the Surveyor 
of Stores of the Navy. Accmdingly, all the logs were re-inspected by 
a joint team dulr'ng October and November, 1571 when it was found 
Chat, barring a few, the logs fell ehort of the requirement mainly 
due to presence of natural defects, i.c., h d b w  centes, and other 
defects such as flutes, taper, wounde, knds, e t ~ . ,  beyond permissfble 
limite. In addition, a good percentage of the logs was found to ha- 
progressive drying defects, l.e., splits and surface cracks dird blol@& 
eel defkts, i.e., decay and insect attach of serious nature. ms Was 



in-bd by the a a ~ a l  authorities at the station ta Naval Headq- 
ters in November, 1971. The latter brought the maWr to the notice of 
the Director of Inspection (General Stores) in December, 1971. The  
Diredor Genefd, Supplies and Disposals, was then apprised of the 
positisn dA January, 1972 by Nhval Headquarters. 

136. In Febraury, 1972, the Director General, SuppIies and DIP 
posals, informed the firm that dl the logs supplied by i t  to depot 
'A' had been rejected and requested their early replacement. The 
sup~lying firm to which Rs. 2.58 lakhs (representing 90 per cent of 
the cost of supplies) had already been paid did not accept the rejec- 
tion of the logs (February, 19'72,). I t  contended, inter alia, tbat a11 
the logs were inspected and accepted by the Defence Inspectorate, 
the source of supply was the same, inspection was carried out by 
the same omcer and that the standard of acceptance was also the  
same. 

1.37. A meeting was arranged fn July, 1972 in the Directorate 
General of Supplies and Disposals with the supplier. As a result 
of the discussion, the firm agreed to replace only 10 logs as in its 
opinion not more than 10 logs could have defects; alternatively, it' 
was ready to compensate to the extent of Rs. 10,000 for the whole 
transaction. As this proposal was not acceptable to Naval Head- 
quarters, another meeting was held in September, 1972 and, on much 
persuasion, the supplier finally agreed to pay, as a compromise offer, 
Rs. 15,000 as coplpengation. The Director General, Supplies and  
Disposals, intimated (December, 1972) that, the firm had since for- 
warded its formal offer in the form of a notice to settle the case 
finally by paying i t  the balance amount of its 10 per cent claim after 
deducting Rs. 15,000 and that i t  had given a notice of eight weeks 
from the date of its offer, i.e., 3ra December, 1972. 

1.38. In the meantime, all the logs received (more than 18 months 
ago) in depot 'A' for manufacture of boats are lying unutilised. The 
Ministry of Defence intimated (January, 1973) that a board of en- 
quiry had been constituted tc) investiggte the entire matter pertain- 
ing to the inspection of the logs in question. 7 

[Paragraph 11 of the Report of Comptroller and Auditor General of 
India for the year 1971-72, Union Government (Defence Services)]. 

1.39. TEe -Deputy Director General, DGS&D informed the Corn 
mittee during evidence that out of the seven quotations received 
against the tender, the firm's quotation was the second lowest. 
A a k d  why the lowest tender wag not accepted, the witness deposed. 
"The lowest was that of.. . .and Co. Apart from the macceptable 
terms, th& capacity was not recommended by the Defence Inspew 



towtte!) W we U d  to pass over that offer and we went fnto t;he se- 
cond lawest tender." .a 

; r  ; . 
+r1.40. The Committee were informed that the Naval Headquarters 

in a letter dated 12th August, 1- had requested the DGS8zD that 
fn regard to the inspection of teak logs pracured from the trade 
against this indent, the Surveyor of Stores, Naval Dockyard, Bom- 
by, should be the Inspectmg OfRcer and not the Inspector of the 
Inspectorate of General Stores. 

1.41. The Committee were informed that the Department of  sup^ 
ply had explained (January, 1973): "In the A/T, inspection by 
I.G.S. was stipulated, although in the tender enquiry, the inspection 
was indicated to be carried out by the Surveyor of Stores, Naval 
Dockyard. Bombay. Naval Headquarters, subsequently, pointed out 
on 29th May, 1970 that this stipulation was not in line with their 
instructions. The firm were approached for the change in inspec- 
tion authority to the Surveyor of Stores. Naval Dockyard, Bombay, 
but they did not agree to this suggestion. In the interest of supplies, 
a meeting was held on 23rd October, 1970 in D.G.S. & D., where the 
representative of the Naval Headquarters were also invited. I,t 
was decided in this meeting that in view of the attitude of the 
Arm, the status quo should be maintained, but that the Surveyor 
.of Stores, Naval Dockyard, Bombay should be associated 
with the Inspector, IGS of the area concerned, while carrying out 
t h e  inspection." 

1.42. The Secretary, Ministry of Defence stated during evidence: 
"In the tender enquiry floated by the DGS 8: D, which was done on 
16th August, 1969, they did indicate the Surveyor of Naval Stores 
as the Inspector. But in the tender offer that was made by the firm. 
they indicated only the Inspector of General Stores and not the 
Surveyor of Naval Stores. Unfortunately, there has been a little 
slip that it was not noticed. Although the advertisement said that 
the Inspector would be the Surveyor of Naval Stores, the firm had 
tendered on the basis that the inspector would be the Inspector of 
General Stores. This was not noticed by the DGS & D." 

The witness agreed that it was not in order for the firm in the 
tender offer to put in a mention of their own choice of the Tnspec- 
torate. In reply to a question as to how did it escape notice, the 
witness thated that i t  was a slip and DGS & D were taking neces- 
sarg action against the persons concerned with the checking of the 
tender'offer in accordance with the tender enquiry. He went on to 
say: "Here 5 would like to plead before you that there waa a bona- 
ilde mistake on the part of the D.G.S. & D. When the mistake was 
detected, that in the contract the Inspector of General Stores was 



mentimed, the Naval Headquarters drew the attention of the D.G.S 
& D., and h e  promptly made an effort to change the terms of the 
contract to inspection by the Surveyor of Naval Stores, but the firm 
would not agree." Aseked about the reasons for not agreeing t o  
inspection by Naval Dockyard, the witness stated: "the supplier 
perhaps had his own reasons for choosing the Inspector of General 
Stores. He perhaps expected a better deal." The witness further 
deposed: "When the first log was received in Bombay, they noticed 
that the Surveyor of Naval Dockyard had not signed the inspection 
report. They took the matter with their headquarters and the head- 
quarters took i t  up with the DPIN. He took it up with the DGS & 
D. All this took a lot of time. In between, what happened was that 
all the lots had been inspected and despatched. Unfortunately, the 
Surveyor of Naval Stores could not be associated with any jnspecc 
tion of the logs which were supposed to go to Bombay or Cochin." 

1.43. The Committee desired to know whether a copy of the letter 
dated 12th August, 1969 of the Naval Headquarters regarding the  
insepction of the logs was sent to Cochin. The Defence Secretary 
stated: "The letter of 12th August, 1969 was also sent to the Navat 
Stores OfFlcer, Cochin." 

1.44. The Committee desired to know that when i t  was decided 
a t  the meeting held on 23rd October, 1970 in the office of DGS & D 
that although technically the Inspector of General Stores would re- 
main, the Surveyor of Naval Headquarters would also be associated 
with the inspection, why he was not subsequently associated. The 
witness replied: "The minutes of the meeting were conveyed by the 
DGS & D to Naval Headquaters, actually to the Director of Produc- 
tion and Inspection, Naval Stores. They reported to him. They 
also sent a copy of this to the Chief Inspector of General Stores a t  
Kanpur. But, this communication did not go to the Inspector of 
General Stores who was the party concerned. The subsequent ac- 
tion was taken by the Director of Production and Inspection, on t h e  
naval side, that is, an OBcer of the Director of DGI. What he did 
was, he communicated these instructions to the Chief Inspector cf 
General Stores, Kanpur, then to the Inspectorate of General st or^, 
Calcutta. Unfortunately, they did not send a copy to the Inspector- 
ate of General Stores, who was the proper authodty. That is why, 
I said there has been a dip." Asked whether it was deliberate slip, 
the Defence Secretary deposed: "Unfortunately, we have not been 
able to put our finger on the real trouble spot, and so we say that 
there has been a slip!' 

1.45. The attention of the witness was invited to a letter from 
DGS & D, New Delhi dated the 30th October, 1970 to the Directorate 



df Production and Inspection tNaval), Mew &hi, at the,liott&n ot 
which it was s tabi :  ( I ,  

i 

"Copy to: 

1. Diregtor of  tor&, Naval Headquarters, New Delhi. This 
is with reference to the discussion held in the meeting on 
20th October, 1970. 

2. IGS, Kanpur. Reference letter No. C./l581/701GS/'S, dated 
5th October, 1970. He is also requested that the Surveyor 
of Stores, Naval Dockyard, Bombay may be associated for 
all future inspection of logs to be offered by the firm." 

In reply, the witness stated: "The second endorsement was real- 
ly to CIGS, but my personal judgment is that he should have passed 
i t  on to the I.G.S. They are both in Kanpur. 

The Director General of Inspection added: "I am responsible for 
CIGS and DPIN. This letter did indeed go to the CI>GS. We asked 
the CIGS what exactly happened about it and why he took six 
weeks to communicate on this. We gave the explanation that he 
noticed that one other endorsee, apart from him, was an Inspector. 
The letter from the DGS & D dated the 30th October did not reach 
the CIGS. He communicated so to the DPIN soon after he got the 
DPIN's letter. We have verified tbrough the records of the CY4GS 
and we find that it is quite correct. He did not make it as an after 
thought; nothing like that. Well before that he had communicated 
that he did not receive this letter." 

The witness also claritltd that the CIGS in his letter No. C/1581/ 
70/GS/5 dated 5th October, 1970 had taken up the discrepancy i n  
the Inspecting authority as mentioned in the AT. 

1.46. It has been stated that 60 logs accepted by the Defence In-  
spector were received at Cochin during July, 1970 and March, 1971 
Although some of these logs were found by the Naval authorities 
to be not of the requisite quality, they were accepted on the strength 
of the opinion of professional authority of officer-in-charge of the 
Base Repair Organisation at Cochih, who recommended their ac- 
ceptance as he had thought that the owran percentage of wastage 
due to conversion was not likely to exceed the permisdible limit of 
443 per cent. Asked how many had been converted out of 60 logs 
received in the depot and what was the actual percentage of wast- 
age noticed, the Ministry of Defence, in a note, have stat&: "Out of 
80 logs, 40 logs were converted and gercentqp ob wastage noticed 
ranges from 22 per cent to 38.8 per cent. No further conversion of 



#m*. 
1.47. The D.I.G., C.B.I., informed the Committee during evidence: 

"One of o w  oiticeragrr?ceilted ihfbhmtian in July 1M that certain 
sub-standard t imk was a-ed bg the ~ e p t y  inspector-benerd, 
Stores, Jabalpur and was supplied be the Naval: Store Dockyard in 
Bombay and that thc naval dockyard had not accepted the material 
and the rnaSerial~was lying u~~used.  On &ipt of this Information, 
we had informal inquiries made from the Bombay branch.. . . This 
report also disflosed Chat the Department conceined had already 
started disciplinary adion against the officer concerned who was 
responsible for this inspection and acceptance of sub-standard mate- 
rial. When this report was received, as is the normal practice with 
us, we made informal inquiries with the Ministry and asked them 
whether they would like us to continue our making the inquiries 
since they had already started depsrtmental action. In December, 
1972, we were informed that a probe by the CBI was not considered 
necessary, as discipkary action had already been started. In 
hL-vember, 1972, another officer gave information about the same 
sup,.ly of timber, and in that, he also mentioned about the 54 c.m. 
that had been supplied to the Cochin Naval Dockyard. This time, the 
inquiry was being dealt with by another unit.. . .Our Cochin Ofice 
also informed that at the consignee's end, there was no inspection 
and the logs had been accepted as the professional authority there 
had said that the defects were within the tolerance limit allowed 
by the inspecting authority, that is the Deputy Inspector-General 
Stores.. . . So this information also has not been pursued by us be- 
cause we have been under the impression that the Director of In- 
spec t ion4nera i  Stores, was -making the inquiry.' 

1.48. As regards the CBT enquiry, Defence 'Secretary deposed: 
"There are two agencies here against whom there can be SOW doubt 
a l m t  their emciency. One was the inspection organisation who did 
the work of i~~spectian at a i p u r  at the premises of the supplier. 
The ~econd part was, why did the Cochin people not realise that 
there was $ome defect in the timber. Between the CBI and the 
Ministry Bhere was a verbal talk in respect of the first part, which 
is factua31p ootrect, that the Department of Defence Production and 
the Ministry of Defence had initiated action against the officers who 
did the inspection at the supplier's premises at Raipur and h t  the 
CBI need not praceed with it since we were taking departmental 
action. But, i t  seems, there was a confusion in the mind of the CBI 
and they did not proceed further about Cochin also; they thought 



that this was also a part of that; they do not know the inner wcnb 
ing of tbe Ministry. Regarding the second part, my pmmnt, 
mation is that they thought that the defect was wi*n the perm* 
sible limit. In my opinion, a little probe is necessary. Whether the  
CBI do it or not, we will cewkinly do it." 

11x1 a subsequent note, the Ministry of Defence have inform&: 
". . . .the C.B.I. authorities were requested to take up the case for 
investigation. In order b avoid any loss of the timber due to deteb 
ioration in storage, they have been specially requested to tomplete 
the investigation as quickly as possible. They have since registered 
a case formally and the matter is under their investigation. At their 
instance, this Ministry has issued instructions to all concerned to  
hand over the connected files to the C.B.1.k representative to facili- 
tate the inquiry. 

As regards the joint inspection of logs during October-November, 
1971, the Defence Secretary stated that "there was a difference a! 
opinion between the General Stores Inspectorate and the Surveyor 
of Naval Stores. The D.G.I. Organisation ultimately upheld the 
opinion of the Surveyor of Naval Stores. They overruled the opi- 
nion of the Inspectorate of General Stores." 

1.49. According to the Audit Paragraph, the supplier had agre- 
to pay, as a compromise offer, Rs. 15,000 as compensation. The Com- 
mit* understood that according to the Ministry of Law, the pur- 
chaser would have to ascertain the difference between the actual 
value of sub-standard stores supplied and value of the stores, if they 
were according to the terms and conditions of the contract to finit 
out whether the amount offered by the contractor approximated 
with the damage calculated. Asked about the amount of damapc.. 
computed by the Naval authorities. the Ministry of Defence, in a 
note, stated: "Based on the technical appreciation of the Board of 
Enquiry ordered by the Director of inspection (General Stcres, 
NHQ have recommended to the DGS & D as under: 

(a) Logs belonging to Class T to be accepted. 

(b) As regards the remaining, DGS & D should negotiate with 
the firm for the recovery of cost taking into consideration 
prevailing price in the market at the time of acceptance 
of the Logs for Class 11, Class 111 and below. At any rate 
the recovery from the firm should not fall below Rs 22,Om 
on tbis account. 

(c) Recovery should also be made as deemed fit by DGS & 
for breach of contract consequent on the firm's failure ic 
supply stores to contracted standard." 



When enquired a b u t  the present position of the case, the Mite  
istry of Defence Informed in a note: 'The case has not been finalEy 
settled. DGS & D has intimated that the supplier has since referred 
the case to arbitration for settlement of dispute having withdrawn 
his earlier offer of Rs. 15,000 as compensation The arbitration 
award is awaited." 

About the outcome of arbitration, the Ministry of Defence, in a 
subsequent note, have stated that the next date for filing the counter 
statement has been Axed as 30th January, 1974 and the final outcome 
of the arbitration praceedings would be intimated in due course of 
time. 

1.50. Regarding the constitution of Board of Enquiry to investi- 
gate the entire matter pertaining to the inspection of the logs. the 
Ministry of Defence, in a note (March, 1973) intimated: "The find- 
in::? of the Board of Inquiry appointed to enquire into the matter 
pertaining to the inspection of the logs in question show that the 
supply, by and large, did not conform to the specification indicated 
in the Acceptance of Tender. The Board has fixed the responsibi- 
lity for this lapse on the inspection staff who carried out the inspec- 
tion before despatch. The DIGS has accepted the findings of the 
Board and is taking disciplinary action against the inspection staff 
responsible. 

As regards delay on the part of consignee in rejecting the logs 
and intimating the same to the DGS & D; and allowing the logs re- 
ceived in the depot to remain unutilised for more than 18 months, 
NHQ have been requested to carry out a high level investigation 
urgently and submit a detailed report to this Ministry. The 
investigation inter alia would cover also the circumstances in which 
the logs were left in the open and whv adequate measures were not 
taken to stack the logs in a proper place free from exposure to cli- 
matic conditions. Suitable measures will be taken on receipt af the 
detailed report from Naval Headquarters." 

1.51. As regardg the -Its of the high level investigations by t h e  
Naval Headquartem regarding the lapses on the part of the ccn- 
signee, the Ministry of Defence have stated in a note: "The high 
level investigation carried out by a Board of Enquiry has concluded 
that there were no Irrpses on the pad of naval authorities either in 
regard to the delay in intimating the rejections to the DGS & D o r  
in regard to the adequacp of the storage of timber. 



t h y  dealt wnrlth ti& ma-r by telqparn ar signal ftrgWd & &t%%6ary 
ooncespowknce. FurOher, $even in the relwant ~oxntWdhtidnd to 
thei DO5 & D, the ~.eaeafia, @'or rejectMm and the poinf *hetfrer or 
raat replacement is r e g l e d :  w e r e m t  specifict~Ily mcntione&to the 
Df3S & D by the Naval Authorities with the result the DGS & D 
could not take effective and timely action in this regatd. 

As regards storage of timber, the Board of Enquiry has Yt$ted 
that as per evidence available these logs were &tacked on dunnage 
of sleepers and covered with tarpaulin leaving enough space fbt ven- 
tilation. These were spread on the ground only as and when re- 
quired for inspection and restacked on completion. The Board visit- 
ed the site and found the logs stacked in the above fashion. The 
Board has concluded that no blame can be attributed to the con- 
signee for the manner of storage of logs at the Naval Stores Depot, 
Bombay." 

1.52. Regarding disciplinary action taken against the inspection 
staff responsible, the Secretary, Ministry of Defence, informed the 
Committee during evidence: "The DGI organisation did come to the 
conclusion that the staff which did the inspection at the preniises of 
the supplier in Raipur were neglibent in their duty and disciplinary 
proceedings against them have been initiated." 

Asked to state the outcome of the isciplinary action, the Ministry 
of Defence, in a subsequent no::, have informed: T h i s  conkerns the 
Department of Defence Production of the Ministry of Defence. They 
have stated that dnce the case has been taken over by the CBI for 
investigation, disciplinary proceedings against the officer has been 
held over till such time as the conclusi~ns of the C.B.I. investigations 
are known." 

1.53. The Committee are concerned to note lapses that 
led to the procurement of 303 cubic meters of defective teak logs at 
a cost of Rs. 3.5 lakhs from a firm. Of these 249.045 cubic meters were 
received by a Naval Stores Depot at Bombay and the rest at another 
Depot at Coehin. From the following marcation of fa& Ithe lapse 
would prima facie appear to be mala fide: 

(3) Against an indent pbced by Navd Headquarters in A w s t  
5966, the DGS&D invited tendera Out af the tendem receiv- 
ed the quotcrtfon of the firm &om which the lago wewe pur- 
chased W P ~  tbe second lowest. The quotation of the lowest 
taPaeMI wm net aceepted as his rapacity wav aat -om- 
memdod by tbe I h h  hrspedsnte. 



' I 
1 

(q) ~t is s u r p r i . i k . ~ t  (L. v i ~  diecrepe& between t ~ ~ c  
, tender eequi$t asd tps k d e p  a h r  was aot d c e d  by the 

WS&D. In the 4aeepfape~ af TePdse. m n  by Ins- 
pector of General Stplrm stwubtmi as indicated by 

t *4tr?s. 
(iv) .It was omly rrfhr .the Naval Headqubrtersttook up the 

matPler on Wth May, lh0 that the fim was approached for 
i eh=ge1in the inspectid authority and it did not agree. 

(v) It was decided on 23rd OctobeP-, D?Q, at p meeting held in 
the Directorate of Supplies and Disposals, attended also 
by the represeetative of the Naval Heedquarters that in 
view of the attitude of the BPm, the status quo should be 
maintained but the Surveyor of Wceo should be associa- 
ted with the Iagpectat while carrying wt inspection. In 
the meanWe, the first lot of logs meant fer Cochi  Depot, 
tendered by tbq firm were ~rcce#ed the hispector. Sur- 
prisingly, neither fhe M;S&D n a  the Naval Headquarters 
conuuunicated 4hthe dCcigion fq the Inspdom of General 
Stores concerned. On the con%,* ~ u n i c a t i o n  was 
sent to an Inspector unconnected with this purchme. The 
Committee could not get any ex lanation for this slip. 
The Dsdenre Secretary shied: '&fortunat&, , have 
not able to +ut ouf 'Sager on the real hmble *ot? 

* I , I  I 



Stores. 

(vijj) During a joint inspection of the 100s a t  the Bomb h ~ c t  
h ~ctober-Novemk,  1971, ordered by tlie Dimtor cf 
Inspectiem (CemerbJ Stores) a t  tbe Instance tbe Naval 
-uartem, which brgught out serious defects, there 
was reportedly a diilFerenee of opinion between the Inspec- 
tor of General Stores and the Surveyor of Naval Stares. 
The DGI organisation overruled tbe opinion of the Inspec- 
tor of General Stores. A Board of enquiry which went intb 
the matter subsequently, also held that the supply, by and 
large, did not conform to the specification and the Inspec- 
tor was responsible. 

(ix) The defects notSced at Bombay Depot having been brought 
to the notice of the DGS&D, they reported the rejecticn 
of snpplies in respect of that depot to the firm and asked 

z z for replacement. The firm did not accept the rejection and 
contended inter alia that logs supplied to both the Cochi~r 
and Bombay Depots were inspected and accepted, the 
source of supply was  the same, inspection was carrigd out 
by the same ofliter and that the atandard of aeceptaaec 
was .Is0 tbe mme. f 

The Committee learn that on receipt of certain information in 
1972, the CBI made some enquiries but did not pursue further. 
However, after the Commit* tool evidence, the CBI has been asked 
ta ievcotigatc the case. The C~mnri tbe  desire that the CBI sbould 
inter a h  go inta the above aspects 08 the case and that on the basis 
of tbe f jPabg~  s t C i l ~ f ~ t  .L?ld010 EW be taken sgeinrt all the dc- 
lbqrlcnts to edeetivdy d e w  maIpr.etica in the vital Defence esiab- 
l e t .  The Committee would aw& report in tb& w a r d  witbin 

modb~ Tbe Committee lib to h a w  the O U ~ C ~ P  
cd tbe nrbi-n pmctadbrgs in6t i . t~  at tht iprtanc~ d the firm. 



1.54. Procaremat of tinned fcdstuffs for Defence Services is 
arranged t h m ~ h  contracts mncluded with the suppliers by the 

~irect0r of P u r c h ,  Ministry of Food and Agriculture. 
Under the h??I'ms of such contracts, inspection of consignment ten- 
dered by the s u p p k r  carried out by the Composite Food Labo- 
ratory of the h v i c e  Corps. If, on inspection, the store is 
found to be acceptable, the Composite Food Laboratory sends to the 
Quarter Master General's Branch one sample of the accepted stores. 
~ f t ~ r  receipt of the stores, the consignees send to the Quarter Mas- 
ter ~ene ra l ' s  Branch control samples from the stores received. The 
Quarter Master General's Branch Laboratory analyses the control 
samples to see that they conform to the sample received from the 
Composite Food Laboratory as also to the Army Service Corps speci- 
fications. If the consignment is found by the Composite Food Labo- 
ratory to be not according to specification it is rejected and neces- 
sary intimation to this effect along with reasons for rejection is sent 
to all includinq the supplier. The latter has a right to prefer an 
appeal against such rejection to A r a y  Headquarters. A board con- 
sisting of officers of Army Headquarters periodically meets to hear 
such appeals. The Chief Director of Purchase with his technical 
adviser attends the appeal board meetings. 

(a) Purchase of soluble coflee 

1.55. In July, 1969 the Chief Director of Purchase, Ministry of 
Foad and Agriculture, concluded a contract for purchase of 4.514 
tonnes of soluble coffee at a cost of Rs. 1.54 lakhs from a firm. The 
coffee was to conform to I.S.I. specifications (of 1964) and was war- 
ranteed for six months. The supplies received were initially rejec- 
ted in the inspection condu.-ted bv Composite Food Laboratory in 
Sqtember, 1969 on tka ground that it did not conform to relevant 
I.S.I. specification for soluble coffee as the samples, when dissolved. 
left a lot of sediment and some soft lumps were present in some 
tins. The contractor appealed against the rejection and in Septem- 
ber, 1969 the appeal board held that the supplies conformed to the 
specification except that slight insoluble specks were notied and 
recommended that the supplies might be accepted with a price reduc- 
tion. Accordingly, the consignment was accepted by the Chief 
Director of Purchase with a reduction 9f -2 per cent in the purchase 
Price with a fresh warranty period of sis months from 26th Septem- 
ber, 1969 and supplies were despatched to twenty supply depots in 
October, 1969. 



1.56. A control sample fraa con@&Wltitt was received (from 
one of the consignee depots) in December, 1W for teat at ~~ 
Master General's Branch Laboratory. An analysis of this sample 
disclosed thpt the product was more like ggoumd & in -a- 
rance, solubility and preparation. More aunples w m ,  thtralore, 
obtained from eight o*er supply depots end it was found that 
a g q s t  100 per cent solubility to be achieved with moderate stirring 
in 30 seconds in boiling w a t e r b  3 minutes in cold water (according 
to the prescribed specifications), the coffee sample left a high per- 
centage (over 50) of insoluble matter after moderate stirring for 
the prescribed period, and the laboratory branded the coffee as 
"unsound and unwholesome" and "unfit for issue" as soluble coffee 
to troops. Orders were issued in February, 1970 to freeze the un- 
consumed stocks with the depots and a claim for Rs. 0.70 lakhs repre- 
senting the cost of 2.05 tonnes of coffee left unconsumed and other 
incidental expenses was preferred against the contractors. The 
latter neither paid the amount nor removed the condemned stocks. 
He contended in March, 1970 and June, 1970 that the reasons ad- 
vapced for condemning the coffee were the same as intimated earlier 
at f i e  time of initial rejection in September, 1969 and the supply 
having the same defect was accepted on 2 per cent price reduction. 
The value of stocks already consumed (which formed 56 per cent 
of the total accepted stock) and for which no claim could be prefer- 
red is Rs. 0.84 lakh. 

1.57. The Ministry of Defence intimated in December, 1972 that 
it was likely that the defect detected at the time of initial inspection 
got aggravated while in storage probably due to manufacturing 
defects and that an arbitrator had been appointed for adjudication 
of the dispute. 
[Paragraph 12A of the Report of the Comptroller and Auditor Gene- 

ral of India for the year 1971-72, Union Government (Defence 
' Services) .I 

1.68. The Committee were informed in a note, furnished by the 
Ministry of Defence, that tender enquiries for purchase of soluble 
d e ~  were issued to 6 suppliers. The following offers were receiv- 
ed: 

Quantity RDte per 
Name of the finn offered kg. (Rs: -- (in tonm) _ _ _  _ .--_.I _ - - _ _ _ _ _  - -.- 
I. Mh ...... . . . .  4'514 34'05 
2. *MIS. . . . . . . . . . . . . . .  . 4.514 37.00 
3. *M?s... .......... . 4'5x4 34.95 

. . . . .  The ten& of Mls. ~ ~ . ~ ~ e p ) ~ d a s i t w e 8 1 k e t o w r n .  --- ---- ---._I_- 
*Firms which hod esubfinhed mnnufpc~st of instant coffee. 



1.59. Dying  qvidence tf3e: representative of the Ministry of b- 
fence ~ u b i f t k d :  "T'hb, flma, ww an ppprovd contractor for ground 
toflee and, a t  t h ~ t  time, the firmr which were approved for ground 
coffee were also asked to tender for soluble coffee and as a result, 
the tender of this firm being the lowest, was accepted." 

1.80. The Committee were informed that this firm had not sup- 
plied soluble coffee earlier. Asked whether it was ensured that this 
firm could manufacture this kind of coffee, the representative of the 
Ministry of Food explained: "The supply of soluble coffee was intro- 
dwed in the defence services sometime late in the 60s. Prior to 
that, only ground coffee was being supplied. The Chief Director of 
Purchase was maintaining a list of approved suppliers for ground 
coffee. To begin with, when soluble coffee was introduced for s u p  
ply in the defence services, they were operating on the same list of 
approved contractors for inviting tenders for the supply of soluble 
coffee also. This worked well in the previous years. For the first 
time in this case, covered by the paragraph under reference, we 
met with this experience. Then on the basis of the inspection re- 
pwt of the Deputy DirectorlTechnical Adviser, the position was 
reviewed and it was found that it was not safe to assume that every- 
one who can produce ground coffee can also produce soluble coffee. 
It was at that time decided that we should have a separate list of 
approved contractors for soluble coffee. These instructions were 
issued sometime in October, 1969. Since then, there are separate 
lists for the supply of the two items-ground coffee and soluble 
coffee." 

1.61. In reply to a question how out of 3 tenders received why 
the second lowest offer from a well-known firm was not accepted 
and a firm having no experience in the line was given the order, the 
wjtness stated: "We had to accept normally the lowest quotation, 
unless the experience with that firm was not satisfactory. So far 
as this firm was concerned, it was only subsequently that the ex- 
perience turned out to be bad." 

1.62. According to Audit paragraph, in July 1969, an order for 
4.514 tonnes of soluble coffee was given to this firm. When asked 
about the total requirement and how it was met, the representative 
of Ministry of Food submitted: "The indication given to us by A m y  
Headquarten war Q.Ol4.tonnes for the half year ending March 1970. 
Out of W, a eontract w a  p h d  for 4.514 tonnes with this firm. 
Another contract was placed for the balance on the same firm later, 
on 10th October, 1969. T& second supply did not materialise and 
the order was cancelled. According to law, for risk repurchase we 



had to issue open tenders and the flrm which faUad mt a h  compe- 
terlt Q bid. I t  so happened that their bid was y e  lowest and the 
coa'tract was given to them. Bdt they failed again. Local purchase 
was made to meet the immediate requirements." 

1.63. The Committee wanted to krow ( i )  whether any penalty was 
impoced on the firm and (ii) the total quantity and the value of 
coffee locally purchased and the additional expenditure incurred 
thereon. The Ministry of Defence, in a note, have stated: 'Tenalties 
of Rs. 1,532 on account of risk repurchase loss and of Rs. 1,545.75 on 
account of administrative inconvenience caused to the Government 
were levied by C.D.P. on. .  . .(the firm) on account of breach of 
contract on their part. 

The quantity and value of coffee purchased locally by the Com- 
mands to meet immediate requirement., is civen below:- 

(a) 1921- 150 K p .  Coffee soluble . . . . . RF. 1,06,884.9? 

(h) 396.800 Kgh. Coffee Ground (equivalent to 79.360 Kgs. 
Coffer Soluble) . . . . . . . Rs. 6,201.21 -- 

Tonr . RI. r,13,086.14 ----- 
These purchases were sanctioned as the firm had failed to tender 

4,500 tons of soluble coffee by the date prescribed in the contract 
which was cancelled by C.D.P. 

Soluble coffee was purchased by the C.D.P. at Rs, 34.05 per kg. 
for DAVANGIRI railway station. The extra expenditure to the 
State for the quantity purchased locally when compared to this 
purchase rate by the C.D.P. works out as under:- 

(a) E~timated coqt of 2030. gro Kg. mffee ~olublc  as indicated 
ahove . . . . . . . . . Ks. 68.117.00 

(b) Toral c w .  . . . . . . . Rs. r,r3,086.14 

However, the net extra expenditure of Rs. 4469.14 incurred cannot 
be recovered from the Arm as the purchases made locally by Army 
Commanders cannot be treated as 'risk purchases'. In the case of 
risk purchase, where additional expenditure incurred is recoverable 



(a) the pvehrrsLng authority should be eemc as the euthosiq 
rpho hsd mube the original purchule; lrnd 

(b) the defaulting Arm should be given an appartunity to 
tender along with other firm. 

In the case in question, although the supplier had defaulted, since 
the Army formations had no stock left they were compelled to resort 
to local purchase. 

1.64. The Committee were informed that the supplies received 
.initially were rejected by Composite Food Laboratory in Septaber 
1969 and on appeal by the contractor, the supplies were accepted by 
Appeal Board with 2 per cent reduction purchase price. The Com- 
mittee desired to know that if the methods of testing were the same 
how could the tests conducted by Appellate Laboratory give differ- 
ent results on the basis of which the Appeal Board concluded that 
the supplies might be accepted and whether any investigation had 
been made in the matter. The Ministry of Defence, in a note, 
state: "Analytical tests were conducted by the Composite Food 
Laboratory, Madras on the original samples at the stage when s u p  
plies were offered. Except for the contents of two tins, the contents 
of others were acceptable. As a result the whole consignment was 
rejected by the Composite Food Laboratory. The Composite Food 
Laboratory has no authority whatsoever to accept stocks which 
show even minor deviations from specifications and such stocks are 
therefore rejected by them as in the present case. It may be added 
that as per procedure three samples are drawn a t  this stage, of 
which one is tested, the second given to supplier after sealing, and 
the third sent to Army Hqrs. Food Laboratory, in cases of rejec- 
tions. The third sample is retained by the Laboratory, if the store 
is acceptable. In addition at despatching stage: samples are drawn 
afresh by representative of Composite Food Laboratory and sent 
Army Hqrs. Food Laboratory for analysis. 

In case of rejections, the supplier has a right of appeal which he 
has to support with the sealed sample with him. This sample and 
the one received from the Composite Food Laboratory are analysed 
before a decision is taken. 

On receipt d appeal in this case, tests were conducted by the 
Army Hqrs. Food Ldnratory on samples (sent by the suppbr and 
by the Compaeite Food Laboratory Madras). As a result of the 
tests conducted by the A&te Laboratory, only slight deviationo 
&om tkw p r ~ . s p e c i ~ ~ ,  mt involving ang health bozwk 

I ~ t i ~ a &  Appeal Board wh*h is p d d e d  OVm b * 
DSTIDDST in whom the authority vests to accept supplies 
minor dcvi~tian~ only recommended acceptance of stocks W 8 P ~ W  
369 L . S . 4  * I 



reduction. Th,aptu& reduction of price 'is dtt~riffih&%j~ 'kjrinistb 
of Food (Chief Director of Purchase). A p r i q  rdqct ian  of + 2  per 
cent was Axed; by Chief QPector of Purchase ,W#.a.fc& warranty. 
The methods of W$ting:''whether conducted by the Cornpasite Food 
Laboratory or the Army Hqrs. Food Laboratory are. the same but 
slight variations in the results do occur sometimes. In view of this 
no investigations were conducted." 

, 
1.65. According to Audit para, the supplies were despatched to 

20 supplies depots in October 1969 and on receipt of a defective 
sample from one of the consignee depot (Bangalore Depot) in De- 
cember 1969, more samples were received from eight other supply 
depots. The Ministry of Defence were asked as to when did these 
depots received the consignments and whether any depot hod sent 
any sample to the Quarter Master General's Laboratory before the 
one received in December, 1969. In a note, the Ministry of Defence 
stated: "The consignments were sent to as many as twenty consignee 
depots. The dates of actual receipt by them is being ascertainr-i 
As per standard practice, after the d~spatch instructions are issued a 
random selectton is made by Army Hqrs. of 20 per cent of the 
consigwe depots who are asked to send control samples for test 
at  the Army Hqrs. Food Laboratory. Such instructions were lssued 
to four such consignee depots in the present case. There is, however. 
no bar to any other consignee depot sending a control sample for 
test at  the Army Hqrs. Food Laboratory. Supply Depot, Bangalorc 
(which was not one of the four depots selected at random) sent a 

sample on their own. This was received on 19th December, 19(i!, 
As the test results of the control sample received from the Supy!\ 
Depot, Bangalore proved to be adverse, it was decided to enlarge 
the area of tests. Therefore, 8 consignee depots (out of 20) who 
had received the largest supplies were selected and asked on 23rd 
December, 1969 to send control samples drawn by Boards of mcer i . .  
These samples were received during the period January [Februar?;, 
l97O." 

The Committee were however informed during evidence that 
the letter to 8 depots was sent on 29th December, 1969 and not on 231d 
December, 1969 as stated in the note. I t  was also stated that Banga- 
lore Depot was not one of the four Depots selected to send control 
samples. Asked when the samples were received from the four 
selected depots, the witness replied: "Four depots were selected at 
random initially for sending samples, but before this procesa could 
be fifialised, Bangalore on its own sent one sample and it was folrod' 
M he below ~ c i f i c ~ i a n .  Imnlediakly, fa be on the s a h  sf&, A-mT 
'Headquarters asked eight depbts to send rahpl t s  i n w a d  tJf four- 



Asked when instructions were Sent to four selected depots, the 
witness informed' that the letter was sent to them an 24th December, 
1969 and on the bash of the suo motu samples from Bangalore. the 
next letter to eight depots was sent on 29th December, 1969. 

1.66. The Committee desired to know the reasons for delay in 
jssaing instructions to  the four selected depots while the supplies 
were despatched to the 20 depots early in October 1969. The Com- 
mittee also wanted to know whether any of these depots m7ert. In- 
cluded in the 8 depots who were also asked to send control samples 
on 29th December 1969. The Ministry of Defence, in a note, have 
1n:ormed tho Committee: "According to the practice then in vogue. 
conlrol samples relating to various consiqnments of different fcsd 
itcms used to be called for by making selection of depot:. pericli- 
rnlly through a consolidated letter after collecting a sufficient nu%- 
her of despatch instructions. Accordingly, this particular consip-  
ment of soluble coffee was included in the consolidated let!?. i.i;st:;d 
1.y Army Headquarters on 24th December, 1969 calling for contrcl 
s.:mples. Instructions have since been issued on 21st Ku'ovemker, 
1973 to providc that such selections should be made fortnightly. 
Special c.7:-fro1 rcmples called fur on the 29th Dercmbcr. 1969 in- 
cluded two d~p0t.c to whom instructions were issued ear!~er on t i e  
24th Decrmbcr. 1969 cs1lin.q for control samples." 

1.67. Taking note of the fact that the Ran~alore  Dcnot !lad sent 
the sarnplc to the Quarter Master General's Branch I->or:ltc:y 
wlthin one month of t h ~  receipt of stork. the Committw wanted l o  
know as to how thc quality could deteriorate s e  much within 
warranty period or whether the quality was bad ab tnitio. The 
representative of the Ministry of Defence deposed: "Ths  conwgn- 
ment was offered in earlv September. It was perhaps manufac- 
tured in August. I have seen the laboratory report from Mad~as  
and the detailed report shows that they tested twelve trns -:lt nf 
which ten tins contained brown powd~r-and the brown powdm 
was complctelp soluhlp and two tins conta:ned blackish powder and 
there they found a large number of insoluble material It is pcs- 
siblc that the consignment had two types of tins onlv Some tins 
were good an(! some tins were bad and ir is possible that the B a n P  
lore depot got some of the bad tins and thev despatched them to 
the Central Laboretory where they were found unsatisfactcr?'. 
Judginq the thing as wh&, the main fault lay in not ensuring 
that this &tractor was capatde of producing soluble coffee bt=f~le 



The wltness, however, admitted: 'That is quite possllble that 
some of the supplies were ab initio -defective but the tender was 
placed on the basis of the small number of samples received in the 
Delhi QMG's Laboratory, which were found to be favourable." 

1.68. The Committee were informed during evidence that Chief 
Director of Purchase finally approved the list of contractors. Asked 
about the basis on which they are approved, the representative of 
the Ministry of Food stated: "Twice a year we invite applications 
from suppliers who are interested in making supplies to the Army. 
They apply for registration and their applications are considered in 
the light of the Bank Report. The firms' bankers certify about the 
firms' financial stability. 

Secondly, they should be suitable from the technipal as well as 
hygienic point of view for supplying the products required for the 
Defe~ce. 

Thirdly, they should maintain a standing security as per require- 
ments. 

The applications for registration are considered in the light of 
these three factors." 

1.69. The Committee desired to now as to why the firm's factory 
was not inspected prior to acceptance of the tender and under what 
circumstances it was inspected later on. The Ministry of Defence, 
in a note, have stated: "The contract in question with. . . . (thr 
firm) was placed on 14-7-1M9. Till then, only one list of suppliers 
registered for coffee was maintained and tender enquiries for both 
ground coffee and soluble coffee were issued to the suppliers listed 
therein. This practice had worked satisfactorily in the past and no 
failures in the supply of solublc coffee came to notice. It was only 
after the placement of the contract in July 1969 that technical 
advice was received that the procedure and equipment for manu- 
M u r e  of soluble coffee were distinctly different from those for 
ground coffee and ~eparate inspection and registration for the two 
items was necessary. The inspection of the factory was, therefore, 
conducted in September I069 in order to determine its technical 
competence and suita5ility for production of soluble coffee." 

1.70. The Minisky of Defence, in a note, have stated that the 
Deputy Technical Adviser of the Ministy of Food inspected the 



"It is doubtful that the firm can produce soluble coffee with 
the equip~ne~lts available with them and & method of 
production adopted by them. The product manufactured 
by the firm cannot be termed soluble coffee in terms of the 
definition given in the IS Specification No, 2701-19841 
for soluble coffee. There are no facilities for extraction 
of coffee with hot water and the drying of coffee extract 
to a powder. The firm is, therefore~ot  considered suit- 
able for production of soluble coffee. It  would be desira- 
ble to enforce continuous inspection of production at the 
time of any new contract with the firm." 

1.71. According to the Deputy Technical Adviser the firm had 
only the following equipments: 

1. A roasting machine having a capacity of 60 Kg. per charge, 
supplied by G. W. Barth Ludwigsbarth West Germany 
with a control switch having arrangement for two tem- 
peratures control and water injection system. The roaster 
is equipped with pneumatic fed ing  device, cooling screens 
and a storage tank for 120 Kg. roasted coffee. 

2. Automatic electrical balance to weigh 15-150 gms. for 
weighing 200 grns. in one tin. 100 gms. weight is tram- 
ferred twice to the tin. 

3. Equipment for seaming the containers. 

4. Equipment for gas packing. 
The representative of the Ministrv of Food infvnned the Com- 

mittee that the Report of the Deputy Technical Adviser was sent to 
QMG's Branch on 4th October. 1969. The Quarter Master General 
admitted during evidence that they did not take any action on that. 

Asked whether the Coffee Board was ever consulted. the rrpre- 
scntative of Ministry of Food replied in negative. 

1.72. The warranty period of six months commenced from 26th 
September, 1M9 and was to expire by 25th March, 1970. Asked about 
the date when it was finally decided that the coffee supplies were 
Wconsumable and the action taken thereon, the representative of 
the Milstry of Defence deposed that the stocks were frozen during 
February, 1970 and a telegram was issued on the 21st Februavr, 1970 



$0 all the supplbr,depcrtls. It was, however, admitted by the'Quart& 
Master Wer@*tbet  while the quantities stiP in the depot% *@re 
frozen bui they could not do much about the quantities which htfd 
been issued to the units. 

1.73. The Committee enquired whether the expiry date is marked 
, o n  the tinned food stuffs as is done in the  case of medicines etc., 
the  representative of Ministry of Food replied that the date of manu- 
facture is marked on the tin but not the date of expiry, 

1.74. Regarding the composition of the Appeal Board, the Ministry 
of Defence, in a note furnished to the Committee, informed that 
the  Appeal Board consists of Director of Supplies and Transport 
(DSTiDDST) as the Chairman and Dy. DS (Indentor) and the 
DD (FI) (an AMC Officer) as members. The Chief Director of 
Purchase or his technical representative also attends the meeting 
of the Appeal Board. Asked why full-ficdged food technologists 
were not appointed as members on the Appeal Board, the represen- 
tative of the Ministry of Defence stated: "We will consider it.'' 

1.75. As regards the appointment of arbitrator the representative 
of illinistry of Food informed the Committee during evidence that 
the supplier filed a petition in the High Conrt requesting appoint- 
ment of an arbitrator under Arbitration Act to go into the question 
of claim made by the Government. The Court gave a judgment 
asking the Government to appoint an arbitrator and they had 
appointed an arbitrator in compliance with the Courts order. The 
Government had accordingly appointed arbitrator on 3rd Auqust. 
1973 and the case is proceeding before an arbitrator. 

176  From the statement showing the quantity and value of each 
purchase of ground coff~e'solublc coffee during the vears 1967 to 
I S 9  it  is seen that the following orders were placed on the firm 
for purchase of soluble coffee and that earlier the purchases (38 74 
tonnes) were made on 9 occasions from firms which had established 
manufacture of instant coffee in the country. 

S N1 A T. Nn. and dnte Quantity Value at 
tonne$ cn~itract 
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Further it is that, d d n g  +the &dod NW-68 Gound coffee 
was  purchased on orders placed on seven occasions between February, 
1967 and November, 1968 and all the orders were placed on this 
firm for a total quantity of 97.851 tonnes at  the cost of Rs. 7.94 lakhs. 

1.77. The Committee are surpriqed that 4.514 tonnes of what can 
only be regarded as ground coffee was purchased as soluble coffee 
at a cost of Rs. 1.54 lakhs through the Chief Director of Purchase, 
Ministry of Food and Agk iculture to meet Defence requirements frat11 
a firm which had no capacity for the manufacture of soluble coffee. 
It should be noted that the price of soluble coffee was about four 
times the price of ground coffee. The following interesting point? 
emerge out of the examination of the case by t!~e Committee in so 
far ;is the conduct of the Purchasing Organisation is concerned: 

(i, 

( i i )  

The order for the supply wss placed on the firm in July, 
1969 v.itho?-t verifying thr capacity of the firm. It is 
strange th:tt it was assumed that everyone who can pre- 
dm.* ;:round coffee ran nlw ~:rotl~we soluble coffee and 
the. lizt of recidered wvplirrs of ground coffee wa? ap- 
proved for inviting tender5 for the supply of soluble 
coffee also. 

The Comlniitee find that at ?rewnt only ihrce firms 
have established manufacture of soluble coffee in the 
country. Thep are unable to understand how this fact 
wac; not known to the Purchasing Organisation. The 
Organisation never consulted thp Coffee Board or the 
Commercr Minisir) in the ~ n a t t c ~  Moreover, it was not 
for the first tilnr that tllc sulahle coffee was heing pro- 
cured for the Defence Services in 1969. Purchases had 
been made since 1967 from t4ihlished manufacturers. 
It was for the first time that an order was apparently vil- 
fully placed in 1969 on a firm which had not capacity 
\vhatsoe\*cr far the rnnnufa-tur:. of < rhb le  c. ffpe 

(iii) Durin:: the pvriwl 1967-1969, ground coffee was purchas- 
ed on orders placed on 7 occasions between February. lW7 
and SJovcmber, 1968 aqd 811 the orders were plarcd on 
this firm alono ,for a total qnantitv of 87 85 tomes at the 
co\t of Es. 7.191 lakhs. Prrtsirmably. the purchake of 
ground cgffee for b f e n r e  was stopped after Koven~ber, 
1968. Thereafter this order for thc supply of soluble 
roffee was placed on the smnc firm in July 19fi9. Thn5 



(Ir) Tlr wpplkre received were initially rejected in the inspee- 
tion conducted by Compasite Food Laboratory of the 
Anny Sst.vice Corps in Sqtombar, 196%. THe Appeal 

Board with which the Chief Director of Purchase and 
his officers were associated. held that the supplies con- 
farmed to the specification except that slight insoluble 
specks were noticed. Thereafter the consignment was 

accepted by the Chief Director Purchase with a nomi- 
nal price reduction of 2 per cent. It will be of interest 
to know the part played hp the officers of the Purchasing 
Organisstion in arriving at this decision of the Board. 

(v) Another order was placed on this firm for 4.5 tonncs of 
soluble coffee of the value of Rs. 1.53 lakhs subsequently 
and the supply did not materidise. The risk purchase 
order was also placed in November. 1969 on the same firm 
presumably to oblige them and they again failed and fin- 
ally local purchases had to be made at an extra cost of 
of Rs. 0.45 lakh. 

(ri) In the meantime. the firm's factory was inspected by the 
Dcputy Technical Adviser of the Ministry of Food on 16th 
September, 1969 which revealed that the firm had no 
equipment for the manufacture ef soluble coffee. Instant 
collee plant is capital intensive and complicated. All that 
the firm had were (a) a roasting machine, (b) an auto- 
matic electrical balance, (c) an equipment for seaming 

the containers and (d) an equipment for gas packing In 
spite of these findings, not only were the supplies against 
the first order accepted by the Chief Director, Purchase 
but -also a risk purchase contract against the second order 
was placed on the same firm. 

Tln Comarittee consider that thornugh probe into the deds 
with tbis firm is Pecrsary since the tach set out above 
suggest clearly t h t  corrupt practices were adopted. Ex- 
lmplary action should be taken yaias t  the officials in-- 
velvd under advice to the Cemmittee. . 
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1, '8. $1 ae Cu~nn~itCcu, h.ve olro found wniour hpsts OD the put & 

a d b d t h  as indkrted Bdon: 
svOpHes wem despatched to a Supply &pots in Ortobet 
liM8 and t b  w a m a t y  psriod expired on 25th March, 1970. 
As per standwrd practice after the despatch instructions 
are issued, a random selection is made by Army Head- 
quurtem of 24 per cent of the - s h e %  depots who a m  
asked to send control samples for test at the Army Head- 
quarterg Food Laboratory. Surprisingly, instructions t o  
the 4 selected depots to send control samples in this case 
went only on 24th December, 1,969. In the meanwhile, 
one of the remaining depots sent a sample on its own on 
13th December, 1969. The analysis of this sample disclos- 
ed that the product was more like ground coffee in ap- 
pearance, solubility and preparation. Thereafter samples 
were called for from six more depot\ on 29th December, 
1969 and they were received during January/Februatyt 
1970. These on analysis confirmed the earlier finding. 
All this was done perhaps to delay matters sufficiently 
and it was only in February, 1970, i.e., about a month be- 
fore the expiry of the warranty period that orders were 
issued to freeze the unconsumed stocks with the depots 
and a claim for Rs. 0.70 lakh only representing the cost of 
2.05 tonnes of coffee left unconsumed and other inciden- 
tal expenses was preferred against the Arm. 

The Committee cannot hut deprecate such costly delays and ex- 
pect that the officers concerned should be punished specially because 
the Jawans got a fraction of their entitlement for which the Gov- 
ernment paid for. 

1.W. Another distressing lapse is that although the adverse report 
of the Deputy Technical Adviser on the capacity of the firm wae 
sent to the QMG's Branch on 4th October, 1969, no action was taken 
thereon. This is a very serious matter since it happered even in 
QMC's Rranch and action should therefore be taken under advice 
to the Committee. 

1.80. The Committee would l i k  to know the arbitrator's award 
on the claim of Government against the &m in this case. 

1.81. The Committee have been informed that the Appeal Board 
consists of Director of Supplies and Transport as the Chairman, the 
indentor and an Army Medical Corps OIRcer as members. After 
examining this c m  the Committee have come to the conclusiott 
that the functioniy of the Appeal Board as it constituted at  present 
is quite unsatisfaetary a d  it m d s  ta be reconstituted immediately. 
The Coltl&b are d the view that the Purchasing Orgurisrtiam 
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&ottr& n i t  be assdciated with the Qard. lawbead C b m m n ~ n t  
should consider the advisab$ky of having'on the Board ammpetent 
food technologist and associating a representative from 4he Commo- 
dity Board concerned wherever necessary. It should also be consi- 
dcxcrl whether there i j  any particular advantage in procuring 
tinned food-stuffs for Defence Services through the Ministry of Food 
and Agriculture. 

PURCHASE OF TINNED MEAT 

Audit Paragraph 

1.82 Two contracts were concluded by the Chief D i m t o r  of PUP 
chase in January, and February. 1970 for supply of 15 and 30 tonnes 
of tinned meat by a firm at the price of Rs. 13,000 per tonne. The 
Army Service Corps specification far meat is as follows:-- 

"Quality: The meat selected for canning shall be of good 
quality, obtained only from the caccasscs of healthy r : l ? t ~  
or sheep slauqhtcred in l i ~ e n  ;nd premises according to ap- 
proved procedure. The animal shall be subjected to pro- 
per ante-mortem and post-mortem inspection by a repre- 
sentative of the Reniounts and Veterinary Directorate " 

1.83. The acceptance of tender in this case, however. provided for 
as follows:- 

"That animals, d d ?  slaughtered in Municipal Sloughter 
Houses inspected by their veterinary authorities, and 
stamped carcaises be accented as having met the require- 
ment of ante-inortern and post-mortem examinat~ons. The 
carcasses of the &nals daughtered in Municipal Slaugh- 
ter Houses, duly stamped by the autharised veterinary 
authorities should he conveyed in clowd vans wltb refrl- 
aeration 'cooling arrangements " 

184  Supplies received In February and March, 1970 against t h e  
first contract were inspected by Composite Food Laboratory and the 
entite conSignment was accepted in April, 1970. Bulk of the sup- 
plies (13 6 tonnes) was sent in May. 1970 throu h a ra~l-head supply 
depot to units in the forward area and the ha 'i ance was lssued to 
other supply depots in the same mmth Tssues to , the troops in the 
forward areas were mostly made after July/August, 1970. 

1.85. In the meantime in May/Jqe,  1870, the supplies tendered 
against the second contract by t h g , q w e  firm were found owYlfidpec- 

. tion byr th'e Comqosi t~ Fwd b b o ~ & ~ r y  to be. ;uneode@aIr1e! The 
, I ? 
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maih ~ h ~ h s  for *f&Ction were that the stocks were nat free from 
excessive body fat and fascia, that they had objectionable flavour/ 
smell, that the  cans, on opening, gave a negative pmssuw less than 

limits and the stocks had not been adequately processed 
in that one can on incumbation indcated evidence of microbial 
growth. An appeal preferred by the firm was also rejected by Army 
Headquarters in July, 1970 as the supplies were found to have suffer- 
ed m~cro-biological spoilage due to inadequatelbad processing and 
were unfit for issue to troops. Slnce this gave rise to a suspicion that  
thc supplies under the first contract accepted in April, 1970 might also 
h ~ v e  been affected, ~nstructlon.; wwe issucd bv Army Headquarters 
ifi August, 1970 to  all ~ ~ i p p : ~  d2i,c*t, t ,re>7c ,,tot' ; 1rnwed1?tnTy 
and also scnd sdmples for test. On a.:alysis u l  the samples it nras 
found that thoJc stocks were Js) s 1 1 n h ~ 1 \  affected and unfit for 
1,sue to troops 

1.86. The rail-head supply depot, however, did not relay the in-  
structions of Army Headquarters corrertlv to the supply units in 
the forward area and in a signrl! message lhc ~vords "Freeze issues" 
were transmitted as "Free ijsues". In November 1970 this mistake 
wxs discovered and action waq taken tn stop further issues. By 
the::, however, over 9.4 tonne5 of the meat (of value Rs. 1.22 lakhs) 
had already been issued to the troops and consumed. 

1.87. Claims amounting to Rs. 0.76 lakh representing the cost of 
5.3 tonnes of meat left unconsiimed and other incidental expenses 
were preferred against the contractor. He, however, filed a suit in 
April. 1971 against the recovery and obtained an injunction from the 
H~gh Court restraining Government from effecting the recovery. The 
Ministry of Defence intim'ated in December, 1972 that this i n j m c  
tion order had not yet been vacated. 

[Paragraph 12(b) of the Report of Comptroller and Auditor 
General of India for the year 1971-72, Union Goverrment 

(Defence Services) 1. 

1.88. The Committee were informed that the firm did not earlier 
make any supply. Jt was stated during evidence t h t  a tender en -  
quiry was issued on 27th October, 1969 to eight firms. Out of whirh 
four firms including the firm in question were registered for supply 
of canned mutton. The other four firms had applied for registration 
but no final decision had hem taken in their cases by that time. 
This firm had originally quoted Rs. 13 95 per kg and subsequently 
reduced it to Rs. 13 per kg. The other offer was Rs. 12.45 per kg 
but they offered only 16 tonnes This firm offered 45 tonnes and the 
requirement was met by placing orders on both the firms. When 



painted out that meat was purchased in two inr;t.lre&ata 04 15 tomes 
and 36 t o m  why was not the lowest oUer ucceptai, the represen- 
tative of the hbinintry of Food submitted: "Later on this Arm not 
only reduced the price to Rs. 13 but reduced the quantity also to 
15  tonne^.^ The witness added: "We accepted both quantities be- 
cause our requirement was 200 tonnes and there was a backlog of 
200 tonnes of c a n n d  mutton supply." 

1.89. The supplies against the first contract were sent to the Sup- 
ply Depots in May, 1970. Asked whether the control samples were 
not received in the QMG's Branch Laboratory for the test from these 
depots, immediately after receipt of stores, in the normal course, the 
Ministry of Defence, in a note, stated: "The control samples were 
received in the QMG's Branch I,abtoratory immediately after the 
receipts of the stores by the consignee depots in the normal manners." 

1.90. The Supplies tendered against second tender of 30 tonnes by 
the firm in May/June, 1970 were found on inspection by Compo\ite 
Food Laboratory to be unacceptable on account of excessive body 
fat and fascia. objectlonab,le smell etc. In reply to a question whe- 
ther these defects were not noticed by Composite Food Laboratory 
while inspecting the supplies against the first contract for 15 tonnes 
of tinned meat. the Ministry of Defence, in a note, have stated: "Ac- 
cording to the laboratory reports pertaining to the first contract of 
15 tomes of tinned meat. taste and smell were reported to be satis- 
factory, whereas no observations were made with regard to body 
fat and fascia by the Composite Food Laboratory which were evi- 
dently not noticed." 

1.91. Asked about the reasons for deviation from the army speci- 
fications for meat in the contract, the representative of the Ministry 
of Defence stated: "The army's requirement of tinned mutton is of 
the order of 1500 tonnes per annum. But year by year we found 
supplies are not coming forward from the open market. Therefore, 
it was represented to the AHQ by the Chief Director of Purchase 
that this particular stipulation that the sheep or goat should be in- 
spected before and after slaughter by the army veterinary doctors 
should be relaxed. They also urged that in the municipal slaughter 
houses there is already an organisation by which the civilian veteri- 
nary doctors examine the animals before slaughter and after 
slaughter and put a stamp on the carcasses. It  was urged that this 
should be a sumcient safeguard against bad meat being supplied to 
the army. Therefore, because the supplies were not coming for- 
ward, as a temporary measure, this was agreed to by AHQ in consul- 
tation with the Army Medical Directorate and a letter was issued. 
The witness added: "The relaxation was effective from 28th August- 



1988 upto some time in May, 1970. Subsequently, on %h June, the 
restriction was again reimposed. I t  was during this ptriod of re- 
laxation that these two h who had no facilities for slaughter of 

within their factory were allowed to supply canned mutton." 

1.92. Asked what was the difficulty in inspection by the Army 
Veterinary authorities, the witness dcposcd: "Normally, the require- 
ment is that the animals should be slaughtered in the factory pre- 
mises of the supplier and before and after slaughter inspection 
should be done by the army veterinary oBcers. But it was sug- 
gested to AHQ that this procedure was proving very difficult with 
the resr:lt that suppliers were not corning forward. Becauce these 
suppliers did not have facilities for keeping the animals within their 
factory premises so that our doctors could go an inspect them." 

1.93. The Committee were informed by the representative of the 
blinktry of Food, during evidence. that on the basis of two represeil- 
rations from two firms includinq the representation from the firm in 
question, the Chief Director of Purchnse had suggested for relaxn- 
tion with regard to place of slaughter place of inspection and the 
authority for inspection. The Quarter Master General deposed be- 
fore the Committee: "We did not have sufficient number of officers 
who could go round the municipal slaughter houses for inspection.. . . 
As we did not have the manpower, \vc felt that we would try this 
mcthod whereby we can take meat wh;ch hay been slaughtered in 
the Municipal Slaughter House.. . Results have been unpleasant and 
so we have stopped this relaxation." 

In reply to another queslion, t t r c  witress admitted that it was 
not possible to ensure that thr carcass which is taken away from the 
munic.ipa1 slaughter house is thc same carcass cooked in the factory. 

1.94. The Committee wanted to know as to how the mistake in 
transmission of signal occurred :rud who made the signal. The re 
presentative of the Ministry of Defence stated during evidence: "We 
1 1  vestigated into this and it appears that the signals which vere  
wued from here had the word 'freeze', but in transmission there was 
an obvious error. with the result that the Pathankot depot which 
received the bulk of the supplies, had the message recorded as 'free 
issues'. That was very unfortunate; it was a dangerous mistake 
and we have already taken corrective action that in future this kiiid 
of signal should not be issued but such instructions should be issued 
onIy an the telephone a ~ d  the instruction also sent as 'withhold sup- 
plies'. Of course, by the omission of two letters all the damage \vas 
done..  . .Lt. Col. . . . . . . had signed the signal from here on the ZZnd 
August, 1970" 



Q n  aalqed w h w r  the usual 3ettert,.in cqn6rmktion of t& 
~ignal/telegrarn was not sent, the witness replied that while the 
telegram was sent on the 22nd August, "the confirmation letter was 
issued on the 26th where also the word 'freeze issues' were repeated, 
but unfortunatly the Pathankot depot did not take aclion o~ thiz 
letter as well, till later on sometime in November they came to know 
about this mistake." The witness added: "The Pathankot depot 
had received the letter on the 28th August. What they did wz?, 
they asked the forward company to send the samples only, but the! 
did not issue aEg instructinns to freeze." 

Asked whether it was not the usual procedure to repeat the 
operational part of the signal, the Quarter Macler Gt.nrral ~ , 7 1 . 2 ? d :  

"It depends on the discretion cf the of5r:er.. . . . :hi.- : i l :~ -  t b -  r p r m -  
tional part and so he should have rt.peat:d the word 'freeze'." Thtr 
Committee werc informed during widence that the officer w!m s:,:n- 
ed the signal was initially a Territorial Army O%cer and b:. diii 
not undergo any formal training in sending me:rsage. 

1.95. Thc Llinis~l y of Dc:c.l~cc had inlima'ecl (Februarv, 1873) 
the Audit t,hat "to safeguard the state interest a warranty clause 
was included in -ontract tc) the effect that the suppli- s shc!:lld 
be sound, whn1es~)r:ic. , c d  fit for human consun:;-..i.l~i 1.:: :I p v i o d  
of twelve months from the iast day of the m-c!]! (1.' fc!-,cl<i .:-I;, i n  
any climate and under all conditions of storage and movement in 
India. Claims werc preferred against the supplier through Chici 
Director of Puxhase in time and well within the above warranty 
period." 

1.96. The Ministry of Agriculture (Drpartmenl o; F ( ~ o d )  ha? inti 
mated (February, 1973) the Audit as under: 

". . . . . the issue of future tender enquiries to this party for 
normal purchases was also suspcnded. Besides, the con- 
tracts against which sub-standard supplies were made by 
the firm were cancelled at  their risk and cwt. Howe-XI, 
in order to ensure that risk repurchase was legally valid 
and enforceable the defaulting f i r m  had to be given an 
opportunity to quote against the tender enquiries issued 
at  their risk and cost and it resultcd in one of the risk r c  
purchase contracts for 9.450 tonnes being awarded to 
them. No other contract has been conbluded with them 
and for nof.mal purchase., as stated above. nn tcndpr en- 
quiry was thereafter issued to them." 

> 
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1.97. The , Coyni t t ee  desired,. to knr)iw,,the. quantity t h a  was pur- 
csased at risk and cost ,of the f i q  an account. of.qub-stwdard 
supplies made by them and the extra expenditure incurred on this 
account and whether it was recovered. The Ministry of Drfcnc.;1, 
in a note, informed: "No risk purchase was made at  the 'cost of ,the 
firm on account of sub-standard supplies referred to in the Audit 
para. In the case of supplies which go ,  bad during the w m a n t y  
period, the Government has no right under the contract to efiect 
risk repurchase a t  the cost of the supplier. The Government, ho~v- 
ever, has the right to dispose of the condemned stocks in any way it 
considered necessary after giving due notice to the contractx 2.d 

also a t  its discretion either to al!ow the contrsctcr to i - e ~ l ~ c c  t11c 
condemned stocks within a spzcified period or to recovcr from the 
contractor the contract price thereof together with all incidmtni rrl-,d 
freight charges incurred from the place of delivery to thc  place 
where the supplies were ultimately cnndemned. On t h i i  b?::~.. A 

claim of Rs. 75,164.48 representing the cos!, Ir:msportation an:: i n c i -  
dental ch3rges in respect of 5.3 tonne; clP canned me?'. It't ;in- 
consumed was made against the firm." 

Clarifying the position daring widenc: !he represc:;t:i!i. :. ni' ti?. 
Ministry of Food stated: "The first contracl failed aft,?: :he ?II!I- 

plies had been accepted. This is governed by the warranty clause. 
This (risk) purchase was made in respect of the second c :? ' - .h r t  
which failed ab initio." He further clarified that repurchasc is pos- 
sible when the supplies are not accepted. 

1.98. Asked how the risk purchase coniract came to t;c. awar.i- 
ed to the same firm which failed, th,: leprcs.cntative of the Miqistly 
of Defence stated: "The commonsense view is that the man ~ h o  
supplied material which was not upto the mark should rv t  be  ill(^.^.-- 
e,i io tender again. But, unfortunately, the Law Ministry g3'.e 
this ruling that he should again be given an opportunity. I ut?der- 
stand, in all these cases of risk purchase, the supplier who has de- 
faulted is given another opportunity to tender." 

Asked if the supplier again supplies the delective stc~re, whe 
ther they will again go in for repurchase and for how long, the 
representative of the Ministry of Food deposed: "Tbey say it 
cannot be helped.. . . . .Finally, we can claim, at  a certain stage, 
damages ,for not fulfilling the obligations." 

1.S9. Giving details of the ,risk repurchasc,  ont tracts to the f i i~n ,  
the .witness in fowed  the Committee: "We plgced order: u! "0.430 
tomq on thq  ofher f ir9 a; tf;le rate of Rs;. 13.5! afld for 9.55 ton.xs 
~n Ah\s,,filim-$&$, fail@ to suppix on the last o~casion-~t  t4e rate I , . - .  



W e d  about the extra expenditure incurred on it, the witness 
replied: "The total amount has not been computed." In reply t.+> 
a question i t  was stated that the firm's name could not be black- 
listed because the case is still pending." 

1.100. Regarding the present position of the case, the Ministry 
of Defence have informed the Committee in a note: "The peti- 
tion filed by the supplier under Section 20 oi the Arbitration Act, 
1940, has been accepted by the Delhi High Court on 13-8-1973 and 
the Union of India has been directed to appoint an Arbitrator. 
The Government has accordingly appointed the Arbitrator on 
27-8-1973. At the same time, an appeal against it has also been 
filed on 8-10-1973 before- the Division Bench." 

1.101. This is yet another case where the purchases against the 
Defence requirements were thoroughly mismanaged. Two con- 
tracts were concluded by the Chicf Director, Purchase in January 
and February, 1970 for supply of 15 tonnes and 30 tonnes of tinned 
meat hy a firm at the price of Rs. 13,000 pcr tonne. Normally the 
reqiirement is that thc animals should be slaughtered at the firmL., 
prcmise~ and beforc and after slaughter inspection should he car- 
ried out by the Army Veterinarv Office;.. On the basis of two 
representations from two firms, including the firm in question, the 
Chief Director, Purchase had suggested relaxation of this require- 
ment. This particular firm had no facilities for slaughter of animals 
within their factory. The Army Headquarters readily agreed, as 
a temporary measure, to allow the slaughtering of animals in the 
Muniripal Slaughter Houses inspected by Municipal veterinary 
authorities. I t  was during this period that the fim supplied the 
meat. The repre7entative of the Ministry of Food admitted during 
evidence that it p a s  not possible to ensure that the carcass which 
was taken away from the Municipal Slaughter House was the 
carcass cooked in the factory. The possibility of substituting a 
different and inferior meat by unscrupulous suppliers cannot there- 
fore be ruled out. The Committee find that the supplies received in 
February and March, 1!t79 against the first contract were inspected 
by the Composite Food Laboratory and the entire consignment was 
accepted in April 1970. However, the supply tendered against the 
second contract in MayIJune, 1970 wls found by the .  labmatory to 
be unacceptable. The main reasons for the rejection were that the 
stacks were not free from excessive body fat and fascia, that they 
had objectionable flavour/smell and that the s t a e b  had Wt 



adequately processed h thpt one can on Incu,bation indicated evi- 
dence of microbial growth. Thereafter an analysis of sampies of t l ~ c  
supplies against the first contract it was found that those stocks 
were also similarly affected and unfit for human consumption. 
Action was taken only in November, 1970 to stop further issues to 
troops. By then over 9.4 tonnes of this substandard and unhygienic 
meat had already been consumed and claims amounting to Rs. 0.70 
lakh oniy would be preferred against the contractor. In view of this 
the Committee regard it as extremely unwise, if at all it had been 
done in good faith, to have placed orders on this firm without verify- 
ing the capacity properly and to have relaxed the requirement of the 
Army in regard to inspection especially when the firm had not 
made any supply of meat earlier. What is more, the risk purchase 
order for the failure of the firm against the second contract was 
also placed on the same firm and it again failed partly. The Com- 
mittee stress that appropriate action should be taken in the matter, 
inter-alia, for laying down suitable guidelines for risk purchase in 
order to ensure timely supplies. 

1.102. The Committee have not got any satisfactory explanation 
why the Composite Food Laboratory did not notice the defects 
in the supplies received against the first contract. They, however, 
learn that no observations were made with regard to body fat or 
facia by the Laboratory in this case. Further, although the Depot 
which received the bulk of the supplies received the post-copy of 
the telegram dated 22nd August, 1970 to 'freeze issues', strangely 
enough the Depot did not take any action till November, 1910 for 
reasons known to them. Such delays in stopping issue of substan- 
dard material for consumption could seriously endanger the health 
of troops. The Committee require that responsibility should be 
fixed for these lapses and action taken reported to them. 

1.103. The Committee understand that an arbitrator has been 
appointed to go into t ly  claims of the Government as per the Delhi 
High Court order and that on legal advice an appeal against the de- 
cision of the High Court has been filed on 8-10-1973 before the 
Division Bench. The Committee would like to know the outcome. 
They would also like to know the action taken in regard to re- 
covery of the additional expenditure incurred by Government in 
the repurchase on the failure of the firm against risk purchase order 
placed on them. . . 



Audit Paragraph 

1.104. An airfield at  a station originally constructed during the 
last world war was taken over by the Indian Air Force m 1982. 
Certain minor repaim to the airfield were then carried out by the 
Military Engineer Services. A sitting board was assembled in N ~ ~ -  
ember, 1964 to recommend minimum essential facilities to be provid- 
ed at the airfield for operation of certain types of transport alld 
fighter aircraft. On the recommendations of the h a r d ,  sanction was 
accorded in July, 1965 by the headquarters of an A"i Command for 
execution of work for strengthening the existing airfield at an esti- 
mated cost of Rs. 24.95 lakhs. A contract was concluded by the 
Military Engineer Services authorities in September, 1% ror Rs. 
27.67 lakhs for execution of the work which was started in October, 
1965. Although the work was to be completed in July, 1%6 it was 
completed in April, 1968 on account of extensions granted to the 
contractor from time to time due to delay in handing over of the 
entire site by the Air Force authorit~es, political situation and sub- 
versive activities of hostile elements in the area, rains, delay in rc- 
ceipt of bitumen, break-down of tools and plant issued by depart- 
ment, etc. While issuing the completion certificate to the rontractor 
on 30th April, 1968, certain minor defects were pointed out by the 
Garrison Engineer. I t  was, however, certified by him that the work 
had been completed satisfactorily and taken over on Ihat datc. A 
Board of Air Force officers held in May, 1968 to take over the run- 
way from the engineering authorities pointed out certain defects 
such as depressions at several places, lots of cracks, etc. 

1.105. The defects in the execution of the work ware pointed out 
by the Military Engineer Services authorities to the contractor for 
rectification in May, 1988 and the latter rectified ?hem by June. 
1989 excepting the cracks. In the meantime, it came to notice that 
the binder content used in the work was less than that required and 
certain characteristics. prescribed in the contract, for bituminous 
pavement had not been adhered to and, in particular, the void per- 
centage was on the higher side. This was investigated and the mat- 
ter was referred by Military Engineer Services authorities to the 
Central Road Research Institute. The latter confirmed that the 
cracks were due to expansion/contraction and high water table in the 
area and did not affect thqstructural soundaess of the construction. 
I t  was finally decided in August, 1969 that the pavement was techni- 
cally acceptable with price adjustment for variations from contract 
spedfications as disclosed by the investigation report. A cut of 

72,658 was effected from the final bill of the contractor in March. 
1972 on account of price adjustment of contract Specifications with 



regard to change i n  grading and void ratio. The contractor, how- 
ever, did not agree to this recovery and an. arbitrator was appointed 
bv the Engineer-in-Chief in July, 1972 to adjudicate the dispute. The 
a ;b i t ra t~r '~  award is awaited (December, 1972). 

1.106. The Ministry stated (September, 1972) that since the date 
of taking over (August, 1969), the runway was being used by trans- 
port aircraft and was aslo fit for use by fighter aircraft requiring 
2,000 yards of runway. The local Air Force authorities 'have. how- 
ever, intimated (October, 1972) that the defects still remain un- 
rectified. They had also stated earlier (June, 1972) that no trial 
landings of fighter aircraft had been carried out because of the risk 
involved till defects were rectified. Thus, the expenditure of Rs. 
25.23 lakhs incurred till the end of March, 1972 on a work u hich was 
commenced in 1965 for improving the airfield has not so far  (October, 
1972) fully served the intended purpose. 

[Paragraph 13 of the Report of Comptroller and Auditor General of 
India for the year 1971-72 Union Government (Defence Services).] 

1.107. The Committee were informed during evidence that the 
airfield was perhaps used for Dakotas before it was taken over in 
1962. Asked akfout the need for improvement of  he airfield, the 
Secretary, Ministry of Defence stated: "For the defence air-craft 
certain specifications are prescribed because often they have to go 
with full load of equipment and men and, therefore, they have laid 
down certain spe.ifications for all kinds of ain-craft and this is what 
the air-field has to conform with in case they are released for use 
by the defence." 

1.108. Asked when defects were noticed, why the completion cer- 
tificate was given, the witness explained that after the completion cer- 
tificate one year is allowed for maintenance. For mmor defects 
they did not withhold completion certificate. The Commitlet: want- 
ed to know whether it was not desirable to associate the xsers at the 
tlme of final inspection of work by the Ehgineering authorities be- 
fore the issue of completion certificate to the contractor. The En& 
neer-in-Chief stated: "The procedure is that the engineers are res- 
ponsible for making sure that all the works executed arc as per 
specifications laid down and they are responsible for the technical 
viability of any project. Therefore, the users are not brought in at  
this stage because they are technical people. The engineer5 Arst 
certify that the work has been executed as per the contract and as 
rm specifications to meet the requirements of the user5 and then a 
Board is constituted." 



1.109. The specificatipns provided in the contract and those adopt- 
ed by the contractor are given below: - . - .. - .- - -- 

As per Design mix 
particular actually 
specifics- adopted 
tions of the at sitc 
contract 

--- - - . - - .- -. - --- - agreement ---- 
Wearing course : 

Crushed stone aggregate P" graded. . . . . . .  60% 50':; 

Sand . . . . . . . . . .  30% 30% 

. . . . . . . . .  Cement 4 "/0 4:;) 

. . . . . . . . .  Pine sand' . . W / : ,  

Sand Bitumen Carpet : . . .  
Sand . . . . . . . . . .  75 Y, 46% 

. . . . . . . . . .  Cement 15% I 

Bitumen. . . . . . . . . .  107; 

. . . . . . . . .  Eine sand . . 3 
- - -- -. .- 

Asked as to how these deviations from the specifications were al- 
lowed, the Engineer-in-Chief deposed: "We did not allow. The En- 
gineer-imcharge was to do it. Subsequent to the completion of the 
work we have had i t  tested by the Central Road Research Institute 
and they brought out that there were certain shortl'alls in thc com- 
pletion of the work." 

The Secretary, Ministry of Defence, however, stated: "My own 
feeling was that there was deficient supervision and in respect of that 
Engineer-in-Chief Army H.Q., is looking into it." 

1.110. According to Audit, the cracks in the pavement were re- 
ferred by M .E .S. to the Central Road Research Institute, which 
confirmed that the cracks were due to expansion/contraction and 
high water table in the area but i t  did not affect the structural 
soundness of the construction. Asked when the pavement was made, 
whether proper soil and hydrological tests were conducted, the En- 
gineer-in-Chief stated: "They were investigated before the pave- 
ment was designed and even the various mixtures-were taken to the 
laboratory in Jorahat. The Works Engineer got those lahoratorv 
tests carried out before incorporating them in the contract. I have 
not been able to get the record of laboratory tests, becaues nine years 



have elapsed: 1 am still trying to find out if the records can 'm ob- 
tained." 

In a subsequent note, the Ministry of Defence have intimated 
that "Engineer-in-Chief's Branch have stated that the records have 
been traced. They have also confirmed that the requisite tests for 
soil and sub-soil water were carried out by Geological Survey of 
India." 

The Engineer-imChief, however, admitted during evidence that 
"the defects were due to firstly, there was some deficiency in the 
specifications and secondly, the specifications were not correctly im- 
plemented." 

1.111. In reply to a question, whether the cracks have been recti- 
fied and i f  so, with what cost, the Ministry of Defence, in a note, 
informed the Committee: "Cracks have been rectified departmentally 
in July, 1973 except a few left for the reference of the Arbitrator, 
at the risk and cost of the Contractor at  a cost of Rs. 4,472.51 P. 
Rs. 20,000/- due to the contractor has been retained by the Depart- 
ment al: the :ontractor has disputed the final Bill amount. This 
amount of Rs. 20,000/- is sufficient to cover the cost of rectification 
done by the Department." 

The Secretary, Ministry of Defence, informed during evidence 
that besides Rs. 20,000/-, the Deptt. had Rs. 72,000 as earnest money 
from the contractor. 

The Engineer-int-Chief further informed the Committee that the 
arbitrator had not yet given his findings. 

1.112. Audit had informed the Committee that the Ministry of 
Defence in September, 1972 had stated that since the talking over in 
August, 1969 the runway was being used by transport @craft such 
as Dakota, Avro and Fokker Friendship and was also fit for use by 
fighter aircraft requiring 2000 yards or runway. On the other hand, 
the local Air Force authorities, however, intimated in October, 1972 
that the defects still remained unrectified. They had stated earlier 
that no trial landings of fighter aircraft had been carried out because 
of the risk involved till defects were rectified. When asked to recon- 
cile these statements, the Secretary, Ministry of Defence explained: 
"The local Officer-in-charge did make the statement when the com- 
ment of the Audit was referred to him for his reply. But the Senior 
Offlcers have gone into this matter and they have certified that the 
air-field is fully fit for fighter aircraft also. I would like to mention 
two things which are necessary-one is suitability of the surface. 



There is a technical word-LC that is prescribed for each kind of 
aircraft. The other thing is the length of the runway. We have'l~ok- 
ed into i t  from these points of view. This field is fully competent to 
take the load. It  so happens that in this period no need arose for 
the use of the fighter aircraft but after we were seized of the matter 
just to test them we asked the air force to do some test flights and 
they have done some test flights and some fighter aircrafts have 
touched the air-field and taken off." 

The witness added that the test flights were done after the matter 
was brought to the notice of the Committee. 

1.113. Strengthening of an air field for operation of certain types 
of transport and fighter aircraft was taken up through a contractor 
at  a cost' of Rs. 27.67 lakhs in Octaber 1965 and the work was comple- 
ted in April 1M. Although certain 'minor' defects were pointed out 
by the Garrison Engineer, he certified that the work had been 
completed &sfactorily and the completion certificate was issued. 
Within a month thereafter a Board of Airforce M e e r s  point4 out 
certain defects such as depression at several places, lots ot cracks 
etc. and the defects excepting the cracks were rectified by the con- 
tractor. In the meantime, it came to light on tests conducted by the 
Central Road Reseadch Institute that there were significant deviations 
from  specification^. The Eugineer-in-Chief informed the Committee 
that there were dm some deficiencies in the specifications which 
partly accounted for the defects. The Defence Secretary felt that 
there was deficient supervision. The Committee deprecate these 
s&s lapses in a strategic area and stress that responsibility shoul(l 
be fixed for apprbpriate action under intimation to them. 

1.114. The C~mmittee note that the contractor had not agreed 
to the reewery of Rs. 72,658 for the variation from specifications and 
that Ohe nat4er is being adjudicated by arbitrator. The Committee 
wodd like to k informed of the outcome of the arbitration proceed- 
lags. 

Construction of an air field 

Audit Paragraph 

1.115. In February, 1967, headquarters of an Air Command accor- 
ded sanction for construction of an advance landing ground at a 
station with a runway of 1000 yards length, as an emergency work 
to provide communication facilities in the area by light aircraft. This 
work was completed in March, 1968. 



1.116. In the suxw month the Air Force authorities recommended 
ex&~n  of the length of this runway so that Dakotas could also 
use it without any load restrictions. Accordingly, sanction was a 6  
corded by Air Headquarters in October, 1968 in supersession of the 
sanction issued earlier in 1967 by the Air Command, for construction 
of a runway of 1400 yards length and other ancillary requirements 
such as taxi-track/external services, buildings, etc., at an estimated 
cost of Rs. 49.62 lakhs. The extension of the runway, construction of 
taxi-tracks, etc., which were done through troops or departmentally 
employed labour, were completed on 30th November, 1968. Contrac- 
tors were employed for construction of buildings, water-supply and 
external electrification and these were completed in January, 1969. 

1.117. A Board of Officers which ,assessed the work in February, 
1969 noticed certain defects like unevenness of the surface of the 
runways, taxi-track, etc., and depressions. In July, 1969 the Air Force 
station also pointed out that throughout the length of the runway 
depressions had occurred and shoulders all along the length on both 
sides were uneven and soft, asd part of the shoulders had been wash- 
ed away due to rain. I t  was stated that, unless those defects were 
removed, i t  was not safe to operate the landing ground. Subsequently, 
in September, 1969, the Command headquarters instructed that fur- 
ther work on the landing ground should be stopped and the project 
closed after completing works under construction. After this, area- 
drainage work was taken up in December, 1969 and completed in the 
same month as it was considered important for protection of the 
landing ground and Rs. 0.81 lakh were spent on that. The projecet, 
excepting a few works which were not taken up in pursuance of the 
instructions issued in September, 1969 by the Air Command, was 
completed on 30th June, 1970. 

1.118. The Military Engineer Services authorities stated in August, 
1970 that, due to land slides in rainy season in the region, extension 
of the runway to the full length of 1400 yards was not possible and 
the Air Force authorities should be persuaded to accept a length of 
1250 yards. The local Air Force authorities, however, pointed out in 
April, 1971 that, due to heavy rains, the edges of the landing ground 
had been washed away with the result that ~ n l y  900 yards were 
available for aircraft operations and, as such, it was only fit for 
emergency and restricted operations. They also ,stated in November, 
1972 that due to indifferent conditions of the runway surface and 
erosion of soil adjacent to the runway, aircraft operations with full 
load had not been undertaken in the landing ground. 



1.119. The buildings constructed at the site of the landing gtound 
are not in use from January, 1970. The expenditure on the project to 
the end of July, 1972 was Rs. 41.05 lakhs. 

1.120. The Ministry of Defence stated in May, 1972 that, after 
extensive reconnaissance carried out by engineers in the area, it 
was decided that the site at that particular place was the best in 
that area inspite of various limitations and that the width of the 
runway and shoulders had to be reduced below the standard require- 
ment because of space limitations at the site. A Board was constitu- 
ted to investigate into the quality of the work done and to find out 
the reasons for deterioration of the landing ground. The recommenda- 
tions of the Board are under examination (Jamary,  1973). 

[Paragraph 14 of the Report of Comptroller and Auditor General of 
India for the year 1971-72. Union Government (Defence Services)] 

1.121. The Engineer-in-Chief, Army Headquarters, informed the 
~dmmit tee  during evidence that a total of Rs. 42.38 lakhs has been 
spent on the air-field which is inclusive of Rs. 21.35 lakhs sanctioned 
in 1967. 

1.122. The extension work on ,the airfield was completed in 
November, 1968, but a Board of Officers which assessed the work in 
February, 1969 noticed certain defects like unevenness of surface of 
the runway et:.. and depressions. According to the Board most of the 
defects were because of subsidence and erosion of shoulders and 
overruns due to heavy rain fall. Asked whether the defects were 
due to lack of supervision, the Secretary, Ministry of Defence sub- 
mitted during evidence: "It is a very difficult area with hills all 
rouqd. Even to find a landing ground is so difficult. On the other 
hand, the need for having some landing ground was very urgent at 
that time. Even the road from Silchur to Aijal was in very bad 
shape. So, first they thought that 1000 yds. would be enough and we 
could land smaller aircraft. But while the work was on, on reconsi- 
deration, in the light of the developing situation, they thought we 
must upgrade the airfield to be able to carry Dakotas. So, they decided 
to have 1400 yds. The requirement of this additional 400 yds. presen- 
ted a very big problem. Either the high hill sides had to be cut down, 
which was thought to be impracticable and time-consuming or 
depressions as deep as 150 ft .  had to be filled up. The engineers de- 
cided on the latter. The other factors for consideration are that there 
was lot of difficulty in the matter of materials. No satisfactory stone 
was available locally. I t  would cost Rs. 70 lakhs to get good quality 
stone from outside. No good sand or lime, which is'the binding mate- 
rial, was available. For getting lime from outside the additional cost 



would have been Rs. 10 lakhs. So, they had to have a compromise 
and this was the result of that compromise.'' 

1.123. The Ministry of Defence, in a note, had stated that the site 
was selected by the AOC-in-C, HQ Eastern Air Command in Septem- 
ber, 1966 on the basis of recommendations submitted by the then 
D.W. (Air). Asked about the suitability of this site, the witness stated 
that "they saw three or four sites and ultimately the expert advice 
was that this was the best site available." 

1.124. The Audit paragraph states that a Board was constituted 
to investigate into the quality of the work done and to find out the 
reasons for deterioration of the landing ground. The Ministry of 
~efence ,  who were asked to indicate the findings and recommenda- 
tions of the Board and the action taken thereon have stated, in a 
note, as under. 

"Rapid deterioration of the runway surface is due primarily .to 
use of poor quality of locally available stone. No repairs or resurfac- 
ing work has been done for the last four years. The erosion of 
shoulders and overrun of the ALG is primarily due to the fact that 
the ALG has been located over heavy fill and in a severe monsoon 
region. During construction sufficient time was not allowed for proper 
settlement and consolidation of this fill and subsequently when 
slips and erosion of fill strated orcurring, adequate counter measures 
such as improvement of drainage, provision of protective works in 
the shape of retaining/toe walls and stone pitching of slopes have 
not been undertaken over the last 4 years." 

Action taken 

The various factors contributing to the poor quality of work and 
the remedial measures taken by the E-in-C have been listed out in 
their letter No. 96976jE. 2 Planning (P.V.) dated 27th August, 1973 
at Appendix I. 

1.125. Referring to the adverse findings of the Board, the witness 
sqbmitted:, "As I said, it was a compromise. The engineering skill 
was employed to devise ways and means, but the question again was 
throwing good money after bad. We had to go down for about 150 
ft. Stone had to be brought from outside and also all other materials. 
The cost involved was very high. When they did this filling up lo 
150 ft. depth, they allowed one rainy season to elapse. We were ?old 
that unless 3 or 4 rainy seasons were allowed, it would not be good. 
As I hrid mentioned, the cost of t.he retention walls would have been 
very I. lgh. They utilized a lot of bamboo logs as the next best thing 



and put them as binding material and also G.C. sheets; and tried to 
retain them with their help. The rain in those years was much more 
than in earlier years. I t  was 100" as against the normal quantum 
of 65" or 70". 

1.126. In reply to a question, the Engineer-in-Chief informed the 
Committee the testing of the materials and locally available stone 
was carried out by the College of Military Engineering, Poona. 

1.127. According to the report of the Technical Board the design 
thickness on examination was found to be inadequate. When asked 
as to who did the designing, the witness stated that the design was 
done by the College of Military Engineering. They were told abcut 
the materials available and samples were sent. When asked as to 
how did the design fail and whether this failure was due to wrong 
or inadequate designing, the witness submitted: "It is not the design 
of the pavement which has failed but it is the sub-grade underneath 
which has resulted in the failure." 

1.128. When pointed out whether the buildings constructed a t  
the site of the landing ground were not in use, the Secretary, Minis- 
try of Defence, informed the Committee during evidence: "At that 
t@e, when it was thought this will be a regular airfield, these build- 
ings were constructed for Air Movement Control Centre; and they 
were adequate for that purpose. A little Army unit is there. Thc 
building was adequate for that purpose as also for supply dropping. 
Later on, this air-field could not be used. The buildings are still 
being utilised for other purposes.. .the buildings are put to full  
utilisation." 

1.129. The witness confirmed during evidence that at the moment 
nearly 900 yards of the runway was usable. As regards the informa- 
tion of Ministry of Defence in May, 1972 that the aircraft landing 
ground was extensively used by Dakotas in 1969 and in the first 
part of 1970, the witness explained that at that time the whole 
damage was not done and Dakotas could land. At that time 1250 
ywds was usable. Subsequently it reduced to 900 yards, Asked as 
to how NO yards runway could be utilised, the Committee were in- 
formed that with very experienced pilots, this strip could be utilised 
for operating with a load of about 1800 kg. 

1.130. When asked about the utilisation of the runway, the Conl- 
mittee were informed during evidence: "In 1968, we used the air- 
field by the Otter aircraft. 130 landings were there by them and by 
Caravelle 192; landings by helicopters were 60. In 1969, we used it 
almost every month and we carried out 333 landings by Dakotas. In 
1970, was used it again!' 



1.131. In reply to a question whether the money spent on the 
&ension of runway has not been fully utilised and much less re- 
warded, the Secretary, Ministry of Defence, submitted. "1 would 
say, 'partially used'. The DGGA people are getting interested in 
this. They have examined the place; and may be, with some slight 
modifications, they will be able to make use of it. They are think- 
ing of a twice-weekly service to Aijal on the civil side. May be, all 
this money will not be lost." 

1.132. The Committee deeply regret to note that extension work 
09 an advance landing ground completed at a cost of about ELs. 21 
lakhs in November 1968 proved to be infmctuous. The runway was 
extended from 1,000 yards to 1,400 yards. A Board of Officers which 
assessed the work in February 1969, noticed defects like unevenness 
of surface of the runways, taxi track etc. and depressions. By April 
1971, a part of the landing ground, we were told, had been washed 
away due to rains with the llesult that only 900 yards were available 
for aircraft operations. The Committee have been informed that the 
remaining strip could be utilised only for operation of aircraft with 
liqited load by very experienced pilots. A Technical Board consti- 
tuted tb investigate the quality of the work done and the reasons for 
rapid deterioration in the landing ground had found inadequacies in 
preliminary investigation and in design of pavement, lack of techni- 
cal knowledge at the execution stage, use of poor quality of construc- 
tion materials, poor construction of fills, insufffcient/poor drainage 
etc. The Committee require that Government should investigate 
the matter in the light of the observations of the Technical Board 
and fix responsibility for remissness on the pafi of the authorities 
concerned. The action taken in the matter may be reported to the 
Committee. 

1.133. The Committee note that the possibility of utilisibg the 
landing ground for civil aviation is being considered by the Director 
General, Civil Aviation. The Committee would like to be apprised 
of the progress made in this regard. 

Payment to an electrict supply company 

Audit Panzgraph 

1.134. Under an agreement entered into in September, 1967, by 
the Ministry Engmeer Services authorities with an electric supply 
company for bulk supply of electric energy to a station, the com- 
pany was to charge the consumer at the flat rate of 21 paise per unit 
but this charge was subject to a special extra discount to be allowed 



to the consumer based on the number of units consumed in a 
month. In case the electric energy consumed was very much less, 
the company was entitled to received a minimum annual charge of 
Rs. 22,387 irrespective of the energy consumed during any calender 
year. Further, the consumer was not permitted to purchase or 
generate or otherwise obtain electric energy except through this 
company. Bulk supply of electric energy commenced from April. 
1968. Since then, the number of units consumed every month was 
more than 41,000, thus entitling the consumer to a special extra dis- 
count of 50 per cent under the terms of the agreement. But wither 
the company allowed this special extra discount in its monthly bills 
nor the Military Engineer Services authorities detected this omission, 
before admitting them for payment. This resulted in excess pay- 
ment of Rs. 8.83 lakhs to the company for the period April, 1968 to 
March. 1972. 

1.135 When the excess payment was pointed out by audit to the 
Military Engineer Services authorities in March, 1972, the lakter 
addressed the electric supply company immediately to refund the 
amount paid in excess. The company, however, refused (June, 1972) 
the refund claim on the ground that, from the outset, the load (402 
to 615 K.V.A.) was far in excess of the maximum demand of 300 
K.V.A. stipulated in the agreement and, although this excessive de- 
mand and the need for amending the agreement was pointed out 
by i t  in July, 1968, the Military Engineer Services authorities did 
not take a$ny action but continued to pay the bills at the maximum 
rate, thereby signifying acceptance of the position. 

1.136. The Ministry stated (October, 1972) that action was under 
way to refer the dispute to arbitration and that a board of officers 
had been convened to fix responsibility. 

[Paragraph 15 of the Report of Comptroller and Auditor-General of 
India for the year 1971-72, Union Government (Defence Services) 1. 

1.137. According to the Audit paragraph, an excess payment of 
Rs. 8.83 lakhs has been made to the company from April, 1968 to 
March, 1972, as the company did not allow a special extra discount 
of 50 per cent which the consumer was entitled from the beginnin," 
of 1968 in terms of the agreement. 

1.138. The Committee desired to know whether an attestedperti- 
Aed true copy of the contract agreement concluded by the Chief 
Engineer, Central Zone, Nagpur, was sent to the following authori- 
ties for necessary action: 



(a) Garrison Ehgineer, Jabalpur, for verification and certifi- 
cation of the bills of the Company for payment. 

(b) Unit Accountant, GE's Office, Jabalpur, for checking the 
bills of the Company with reference to the terms of the 
agreement before admitting them for payment. 

(c) CDA, Central Command, Meermt, for check of the hills of 
the company during post audit of cash vouchers. 

The Ministry of Defence, in a' note, stated: "Through an over- 
sight, attested/certified true copies of the contract agreement were 
not sent by the Chief Engineer, Central Zone, Nagpur (now shifted 
to Jabalpur), to the Garrison Engineer (East), Jabalpur, Unit Ac- 
countant, GE's Office, Jabalpur and the Controller of Defence Ac- 
ounts, Centra(1 Command, Meerut, for necessary action, prior to the 
6th May, 1972. However, a copy of the draft agreement was avail- 
able with the authorities mentioned above." 

1.139. The Committee then enquired whether these bills were not 
checked with the refernce to the terms and conditions of the con- 
tract agreement. If so, as how the concerned officials failed to notice 
during the scrutiny of the bills of the company that the company 
had omitted to allow the special discounts due to the Government. 
In reply, the Ministry of Defence stated: "It appears that the bills 
of the Company were not checked by the officials concerned with 
reference to the terms and conditions of the agreement concluded 
with the Company due to negligence on their part. As such, the 
omission made by the Electric Company in nit allowing discount in 
the bills to the Government, was not detected." 

1.140. I t  has been stated that the Elecric Supply Company re- 
fused the refund claim on the ground that the actual load was con- 
sistently more than that stipulated in the agreement and. although 
this excessive load and the need for amending the agreement was 
pointed out by the company in July, 1968, the Military Engineering 
Services authorities did not take any action but continued lo pay 
the bills at the maximum rate, thereby signifying acceptance of the 
position. When asked about the action taken on the Electric Com- 
pany's letter of July, 1968, the Ministry, in written note stated: "On 
receipt of the Electric Company's letter of July 1968 addressed to 
the Commander, Works Engineer, Jaba.lpur. COW to Garrison Engi- 
neer (East), Jabalpur, the C W ' s  Office asked for comments from 
the Garrison Engineer. The latter sent his comments to the CWE 
on Mth July. 1968 to the effect that actual maximum d ~ m a n d  was 
600 KVA and requested the VWE to have the agreement revised in 



consultation with the Electric Company. Available reuoxds do not 
indicate that any action thereon was taken in the 084~ d the Com- 
mander Works Engineer," 

The Ministry further informed the Committee that from Feb- 
ruary, 1972 the bills of the Electric Company were being paid under 
protest and the total amount of discount not allowed by the Electric 
Company for the period April, 1972 to March, 1973 came to about 
Rs. 2,63,450. 

1.141. It  was stated that the dispute was being referred to arbi- 
tration and a board of officers had been convened to fix responsi- 
bility. In a written note, the Ministry hawe furnished the following 
findings of the Board held on 15th February, 1973: 

"(i) Failure to check the Electric Compamj's bills with refe'rence to 
the te'rms and conditions of the agreement 

In accordance with the proforma attached to each monthly bill 
presented by the Electric Company, the following Officers have fail- 
ed to check the bills as per the terms and conditions of the agree- 
ment, especially clause 10 thereof: 

1. SDO IIC EIM (E),  Jabalpur. 
2. Unit Accountant, Garrison Engineer (East), Jabalpur 
3. Garrison Engineer (East), Jabalpur. 

(it) Delay in the distribution of copies of the agrwrnext in the 
Office of Chief Engineel-. Centra,l Zone, Nc~gpur (now shifted to 
Jabalpur) . 

The actual date of commissioning the power, viz., 23rd April, 1968 
was to be entered in the draft agreement, before it could be finalis- 
ed and put on the Stamp Paper. Thereafter, attested copies of the 
final agreement were to be distributed to all concerned by the Chief 
Engineer, Central Zone. Nagpur (now at  Jabalpur). In his letter 
dated 28th June, 1968, Commander Works Engineers, Jabalpur, in- 
timated the actua.1 date of commissioning power to the Chief Engi- 
neer, Central Zone without asking for its insertion in the agreement 
and for distributing copies thereof to all concerned. This letter was, 
therefore, just filed in HQ, C.E. Central Zone, without taking any 
further action on it, even though seen by SE (SO I) and AEE 
(SO 111). 

(iii) Failure to pmend the apeement in w i ~ i o  of the nv.Ixz7n~l~* 

demand pointed out by the Electric Company. 



(Available records do not indicate that any action was taken in 
the Office of the Commander Works Engineer.)" 

1.14% The Committee regret to find that an excess payment of RS. 
11.46 lakhs has h e n  made to an Electric Company f r m  April 1968 
to March 1973 due to negligence on t%e part of officials who failed 
to check the bills of the company with reference to the terms and 

of the agreement under which the consumer was entitled 
to a special extra discount of 50 per cent for the actual consumption. 
The Committee note that a Board of Officers convened in February, 
1973 to fix responsibility has found three officers responsible. The 
committee recommend that appropriate action should be taken 
againstt the erring oflleers. They would await a report in this regard. 

1.143. The Committee would also like to know the terms of the 
settlement of the d i s p ~ t e  between the Department and the Electric 
Supply Company. 

Accommodation f e r  certain Defence unitk 

Audit Paragraph 

1.144. In 1964 a proposal was initiated to shift three Defence units 
to  another location as their continuance at the existing lo-ation en- 
tailed recurring expenditure of Rs. 12.77 lakhs per annum on account 
ol  rent for the hired lands, belonging to Post Trust and Railways 
authorities, on which they were located. A recee-cum-siting board 
convened under the orders of the Command Headquarters issued in 
July, 1964 recommended location of these units at a new site in the 
same station where adequate requisitionedlhired land was available. 

1.145. A project for construction of demestic accommodation at  a 
cost of Rs. 71.09 lakhs was sanctioned by Government in October, 1976 

I 

to  provide residential accommodation for all ranks of the units to 
be located in the new site. The service personnel of these units 
were shifted from their existing residential accommodation, which 
was mostly Government owned, to the newly constructed domestic 
a'comqodation by the of June, 1971 although their units con- 
tinued to function a t  their existing location due to the fact that 

to house t h m  had not been built at the new site. 

1.146. Although sanction was accorded in August, 1967 for con- 
struction of administrative and technical accommodation for one of 
the units at the new site at a cost of Rs. 60.92 lakhs, execution of the 
work was suspended under instructions received from Army Head- 
quarters in March, 1969 as the question of siting the technical and 



administrative accommodation of all the units was under review. A 
user recee-cum-siting and costing board was held in July, 1969 to 
plan accommodation for these units. ,After that the work, which was 
suspen'ded in March, 1969, was taken up again after June, 1972 and 
is expected to be completed in December, 1974. A proposal for con- 
stru-tion of administrative and technical accommodation for the 
remaining two units was initiated in May, 1970 and sanctioned in 
January, 1972; the work, estimated to cost Rs. 234.27 lakhs, is expect- 
ed to be completed in July, 1975. 

1.147. Consequent on the delay in provision of administrative and 
technical accommodation for the three units at the new site and their 
continuance in their existing location, Government vehicles are 
deployed for conveying the personnel from the domestic accommoda- 
tion at the new site to their offi-es situated at a distance of about 
33 kms. and back and also for collection 07 their midday meals en- 
tailing recurring expenditure of about Rs. 13,000 per month from 
July, 1971. In the meantime, expenditure is also being incurred on 
payment of Rs. 12.77 lakhs per annum as rent for the hired land on 
which the units continue to be located. 

[Paragraph 16 of the Report of Comptroller & Auditor General of 
India, for the year 1971-72, Union Government, (Defence Services)] 

1.148. The Ministry of Defence, in a note, furnished to the Corn- 
mittee, have given the following details of the areas of land hired/ 
requisitioned a t  the new sites and the dates when these were hired/ 
requisitioned:- 

(3) Area used for projects KANDIVILLI MALAD 

(i) Requisitioned . . . 136 39 acres. 117.36 acres. 

(ii) Hired . . . - 17'97 ,, o-20 ,, 
(b) Date of hiringlrequisitioning. . 1943-45 1942-43 

(c) Rent paid for hired lands. . Rs. 529.24 Rs. 300' oo 
per annum per annum 

(d) Rent paid for requisitioned land . Rs. 7.767'43 Rs. rz,86g. 65 
per annum jxr annum 

(e) Land since acquired. . . . 136.39 33.808 

1.149. The Committee desired to know why the construction of 
domestic accommodation was taken up before the question of shifting 
the units and constructing administrative and technical accommoda- 



.-- - 
tion waq finally settled. The Ministry of Defence, in a note furnished 
to th.e Committee, have submitted as under: 

"In January, 1984, Headquarter Southern Command recommended 
that the dhhance  Depot including Vehicles Depot Workshop, AFMSD, 
SEWRI which were located on BOMBAY Port Trust land be shifted 
to KANDIVILLI. The proposal was discussed in a meeting held at  
Army Headquarter under the Chairmanship of the QMG on 30th 
March, 1964 and i t  was decided that a Board should be ordered to go 
into the question of planning of accommodation for Ordnance Transit 
Depot, AFMSD and Engineer Transit Park at  KANDIVILLI. Con- 
sequently, a Board was held by HQ Southern Command from 31st 
,July to 12th August, 1964. The Board recommended that separate 
projects be prepared for units as under: 

(a) Phase I-Accommodation for AFMSD and Cold Storage. 
(b) Phase 11-Accommodation for Ordnance Depot including 

Vehicle Depot Workshop. 
The Board proceedings and other connected documents were 

re ~eived by Army HQ in April, 1965. 
2. In a meeting held under the  Chairmanship of the Additional 

Secretary on 22nd April, i t  was agreed that the requisitioned/hired 
lands available a t  KANDIVILLI constituted a compact area suitable 
for location of these units/installations. 

3 In pursuance of this, a project for provision of storage, technical 
and administrative accommodation for AFMSD including Cold Sto- 
rage which was planned during Phase I of the overall project was 
hanctioned at  a cost of Rs. 60.92 lakhs on 19th August, 1967. Another 
project for provision of domestic accommodation for all the units to 
he located a t  KANDIVILLI and MALAD a t  an estimated cost of 
Rs 71.09 lakhs was also sanctioned on 6th October, 1967. 

4 Both the sanctioned projects i.e. accommodation for AFMSD 
and Cold Storage, and domestic accommodation for all the units 
(Ordnance Depot including Vehicle Depot Workshop and AFMSD and 
Cold Storage) were uogressed simultaneously. While the project 
foz domestic accommodation continued to make progress un-hindered, 
the AFMSD and Cold Storage was suspended as the land require- 
ments at KANDIYILLI/MALAD came under review. The 
reVie,ws took .place under the Chairmanship of Joint Secretary 
(Q) a t  New ~ e l t i i ' a n d  a t  E h b a y  during March, 1969 and it Was 
decided to locate mdnance Complex and AFMSD (including Cold 
%orage) a t  KANDIVILLI. Cdnsequent to these decisions, fresh 
Board for Ordnance Depot and Vehicle Depot Workshop EME was 
ordered for july 1969. The processing of the Boaltd proceedings for , 
369 L.s.--5. 



according administrative approval from the Government took time, 
These proceedings were further delayed due to Bangla besh problem 
and war during 1971. It was only in January, 1072 that Phase 11- 
accommodation for Ordnance Depot including Vehicle Depot Work- 
shop was sanctioned. 

5. It would, therefore, be seen that the decision to shift t h e e  
units as well as personnel was taken simultaneously. Whereas the 
domestic accommodation project did not pose any problem and got 
completed by May 1971, the other projects were delayed, firstly due 
to review of land requirements an? secondly due to events of 1971. 
This delay was forced due to circumstances and could not be avoided." 

1.150. In reply to a question, whether all aspects relating to the 
location of the ordnance Depqts and the Armed Forces Medical 
Stores Depot were not fully considered earlier in 1964 when the sit- 
ing Board was convened for the pqrpose and subsequently when 
sanction was accorded by Government for constructio< of domestic 
as well as administrative and technical accommodation, the Mini* 
try of Defence, in a note, stated: "The Board which was convenrd 
during 1964, for the purpose of planning accommodation for 0 ~ d -  
nance Depot including Vehicle Depot Workshop EME, AFMSD in- 
cluding Cold Storage, proposed Engineer Transit Park and domestic 
accommodation for all the three units, had taken into consideration 
various factors regbrding extent of the hired/*qulisitioned land 
available and utilised in COD MALAD and ESD KANDIVILIJ areas. 
I t  was after due consideration of various factors that the Board had 
recommended that the area at MALAD was more economical and 
suitable for married accommodation for the three units. For the 
Technical and Administrative accommodation projects for the three 
units, the Board had recommended that these should be sited in 
KANDIVILLI area. 

2. There has been some delay in providing Tmhnical and Admin- 
istrative accommodation for the units in question. But this was not 
intentional. The delay occurred as a result of unforeseen factors. 
In fact, the Administrative and Technical weommodation for the 
AF'MSD including Cold Storage was sanctioned on 19th Augwt, 1967 
i.e. about two months earlier than the project for domestic accom- 
modation in all the units was sanctioned. But on -account of a pro- 
posal to locate the entire Ordnance Complex including the COD 
MALAD at KANDLVILLI, the latter project had to be revised. The 
suggestion to locate entire Ordnance Complex at KANDNILLY 



1.151. The Committee were informed that although the User- 
~ ~ ~ e - C u m - S i t i n g  and Costing Board was held in July, 1969, the pro- 
ceeding~ were received in A m y  Headquarers in November, 1969. The 

to the administrative approval were issued in Novem- 
ber, 1971 and thereafter tenders were floated in June, lW!. Giving 
reasons for the delays, the Ministry submitted: "A User-Rec- 
cum-Siting and Costing Board for planning accommodation for 
Ordnance Complex including Vehicle Depot Workshop EME and 
AFMSD a t  KANDIVILLI was held on 29th July, 1969 and subse- 
quent days. This Board was presided over by a Brigadier and had 
14 members alongwith three members in attendance. The cost of 
the project was approximately 237 lakhs. The Board proceedings 
were finalised on 3rd November, 1969. Thus, it was only a period 
of three months that was spent by the Board to finalise these pro- 
ceedings. A Board for a project of this magnitude would normally 
take 14 to 2 months. Three months time taken by the Board i- con- 
sidered not unduly excessive. On receipt of the proceedings at Army 
HQ, these were progressed with the Government for sanction. Usu- 
ally it takes 1 to 14 years to process a project costing more than 2 
crores for sanction with the Government. While this was being 
done and the project was in final stages of its being sanctioned, jn 
August, 1971 the Government held the sanction of this project in 
abeyance, due to economic conditions because of Bangla Desh Re- 
fugees. I t  was only after the War of 1971 that the Government ac- 
corded their sanction in January, 1972. After the project was sanc- 
tioned by the Government and released for execution; Engineers 
proceeded with their procedural and technical actions and to float 
necessary tend-. After these formalities, which usually takes 3 
to 4 months time, the work on this project and AFMSD and Cold 
Storage was commenced in June, 1972. There was no undue delay 
in these actions/events. 

Having regard to the involved nature of the various issues con- 
nected. with the two projects, the time taken for the issued of 
sanction/amendment to the administrative approval, already i s s ~ d  
Was unavoidable; but not excessive. 

It  would, thus, be m n  that whatever decisions were taken at 
various stages were so taken in the best interest of the state, e.g. 



. (i) When it was decided to shift the ynits to KANDIVK*LI/ 
MALAD, the miding factor was to enFure saving on account of high 
rent paid for the lands on which the units were located; 

(ii) When the review of the location of all the three units at 
KANDIVILLI was on, i t  was decided not to make further contrac- 
tual commitment in respect of Administrative and technical accom- 
modation for the AFMSD at  KANDIVIUI beyond commitments 
already made, as further commitments would have resulted in con- 
siderabJe extra expenditure after the re-siting of the units." 

The Quarter-Master General, Ministry of Defence, however, ad- 
mitted during evidence that "It is a fact that lengthy procedure is 
involved. At the moment the Ministry has appointed a Study 
Group to improve the procedure so that projects are completed 
early." 

1.52. The latest position regarding execution of the project, as 
furnished by the Ministry of Defence, is as under: 

"The present position in respect of Administrative and Tech- 
nical accommodation for the Ordnance Complex and 
AFMSD (including Cold Storage) at  KANDIVI-LL.1 is as 

f0llows~- 

(a) Ordnance Complex.-Contracts for Rs. 100 lakhs provid- 
ing 18 storage sheds and 2 Vehicle sheds alongwith ex- 
ternal services for water and electricity have alreadv 
been entered into and the present overall progress is 
42 per cent. IS storage sheds are 100 y r  cent readv 
and five sheds are 44 per cent complete. The fire fight 
ing buildings and static tanks, Depot office and sanitary 
connections are 42 per cent complete. The contract was 
suspended on 25th August, 1973 under Government 
orders till 31st January, 1974 due to paucity of funds 
The work has since been reviewed (on 24th November. 
1973). The remaining works could not be contracted bv 
the Engineers due to non-availability of sufficient funds 
in 1972-73 and restrictions imposed during 1973-74. 

(b) AFMSD & Cold Storage.-This work was commencd 
for execution during June, 1972. The present progress 
of the work is 60 per cent. This project was also sus- 
pended (on 25th August, 1973) by- the Government due 
to paucity of funds and has been revived only during 
k e h b e r ,  1978. This project also is making slow Pro- 
gress due to financial stringency. 



2. Ais Nr && origindl estlrhates, i t  Was ;expected tHat the Ord- 
' 'n'atlce CompleX projekt wduId be ready by March, 1975 

an8 AP"hSD and Co1d"gtorage by October, 1974. Due to 
gcineral constraint on finances and reduction of funds for 
the Arhty 'Works, these projects are likely to take longer 
time than expected' for their completion." 

1.153. The Committee were informed during evidence that the 
,vised estimate for Armed Forces Medical Stores Depot and Cold 
Storage project was Rs. 62.16 lakhs and the total expendirurc on i t  
till September, 1973 was Rs. 39.66 lakhs. For Ordnance Complex, 
the estimate was Rs. 236.56 b k h s  and the expenditure on it till S e p  
tember, 1973 had been Rs. 99.59 lakhs. 

1.154. According to Audit paragxaph, a recurring expenditure of 
;',out Rs. 13,000 per month was being incurred from Juiy, I971 on 
r\,nveyance of personnel to their offices and collection of their mid- 
day meals. The Committee were informed during evidence that it 
had been stopped and the personnel were using public conveyance 
etc. 

1.155. The Committee note that in pursuance of the der i s io~~ taken 
in 1964 to shift three defence units to another location, a project for 
provision of storage, technical and administrative accammodation 
for only one unit was sanctioned in August, 1967 and another project 
for domestic accommodation of all the three units at a cost of 
Rs. 71.09 lakhs was sanctioned in October, 1967. While tho project 
for domestic accommodation was completed in May, 1971 and the 
service personnel of the units were shifted to the new site. the con- 
structzon of project far provision of storage, technical and adminis- 
trative accommodation was suspended in March, 1969 as the ques- 
tion of siting the technical and administrative accommodation for 
all the units was under review. This review was completed and 
modifications to administrative approval was given in November, 
1971. The expenditure sanction was accorded only in January, 1972. 
The work commenced in June, 1972 and it was again suspended in 
August, 1973 due to financial stringency. In the meantime, expen- 
diture is being incurred on payment of Rs. 12.77 lakhs per annum as 
rent for the hired land on which the units continue to hc located 
besides expenditure of Rs. 13,000 per month from July, 1971 on trans- 
Port of officers till recently. The Committee are not satisfied with 
the explanation for the lack of synchronisation of the construction 
of domestic accomm&ation and the technical and administrative 
buildings. This should be possible to a far greater extent than is 
suggesfed by the Ministry's spokesman. Between 1967 and 1969. 



what exttr.ordhruy development tedr place whkb m& it hnpera. 
tive to spul?bnd actha on pottions of the project oa wbtnb work had 
net c o m m d ?  Ad then it was over two 4 h a  years later, 
six months after the domestic accommodation bad bssn completely 
constructed, the approval was given to neceseary modiilcations in 
the scheme. All this could have been avoided, if it were well inten. 
tioned and had those taking the decision to maspend action had satis- 
fied themselves before taking the decision that the modifications 
necessary were of wch vital significance that they would outweigh 
the financial loss involved in suspension. 

1.156. Admittedly the present procedures are not satisfactory. 
The Committee desire that the Study Group appointed by the Min- 
istry to suggest improvement in the procedures should speedily com- 
plete their study and that steps should be taken to cut out avoidable 
delays in future. In the meaatime, the Committee trust that the 
remaining work will be completed expeditiously. 

NEW DELHI; JYOTIRMOY EnSU, 
April 15, 1974. Chairman, 
=itra 25, 1896 (Saka) Public Accounts Cbmmittee. 



APPENDIX I 
(Vide paragraph 1.124 of the Report) 

ARMY HEADQUARTERS 
ENGINE~-~-CIIIEF'S BRANCH 

DHQ PO NEW DELHI-11 
27th August, 1973. 

No. 96976lE 2 P3g (Plg) 
T o  

E-in-C's List 'A' & 'B' 
PREMATURE FAILURE-ALG 

A case has recently come to light where an ALG constructed in 
.a forward area has failed prematurely. The investigation has 
revealed that the failure was due to the following reasons:- 

(a) Inadequate Preliminary InvestigationICoZlection of Data. 
The executive authorities undertook the work without 
collection of sufficient data for planning and design of 
ALG:- 

~(i) Type of soil and fts CBR. 
;(ii) Meteorological data. 

(iii) Type of stones available locally and its structural use- 
fulness. 

'fb) Design of Pammrznt. The design thickness on later 
examination was found to be inadequate and the materials 
used were not properly selected. The design was also 
not based on the soil investigation report and TI 1/86. 

,(c) Use of P a w  Quality of h w t r w t h  Materbk. The 
local stone used was of inferior quality in abrasion and 
attrition. 

c(d) Poor Compuction of Fills. The fllle were not compacted 
to the &&able densities. No targets for density were 
fired or checks &. The construction of protective 
worh  to them Alb waa completely ignored. 

<e) f~fpcisnt\Poor hurincrgc. The drainage provided was 
imu5cimt and rnts b a d  on inadequate meteodogIca1 
data. 



(f) Inadequate A m e  of Complettur~. Xhe time given for 
completion of the ALG to engineers was too short. The 
implication of thlis.i*.\fns$'&t'%mught to the notice of usere. 

(g) Lack of Technical Knowledge at Executzon Stwe. 

(i) CBR sf. compacted subgrade was not checked. 

(ii) Checks during execution on the quality of stones useu 
and its variance with the design assumptions, was not 
done. 

(iii) Compaction of subgrade in suitabfe layers was not 
done. 

2. To avoid recurrence of premature failures of pavements, the 
E-in-C cbirects that the following points will be borne in mind whUe 
planning, designing an@ execution of the ALG [Airfields: - 

(a) Meparatton. Before design, the following must bc 
done: - 

( i )  Soil investigation must be done in detail. 
(ii) Availability .of local materials and determination of its 

properties with a view to decide on its use as per syecl- 
fications laid down. 

(ii) Collection of meteorolagical data. 

(b) Design of Pavement. The design must be based on 
TI 1!66 and should, be approved by this HQ before com- 
mencement of the work. 

(c) Time of Completion. The time required for completion 
" of the work must be worked out methodically based on 

resources available, technical requirements and restnc- 
tions of work, In case the time allowed for execution of 
the job is compressed by the local Commanders due to 
operational reasons, the consequences of poor workman- 
ship and eventual failure at a later stage due to restnc- 
t;?d W e  o"f mmpletim must be b u g h t  out to khem 
notfce bdd7itnde~bking'g the wofk and it should be made 
known $hat the axpedfmt fs on@ to meet en operations: 
urgency and NOT a long term service. . - .  .: t -  ' - *  . . . . ' 

.id) Dr-, . Adequate d r w e  based orr rt$evant meko- 
rological data must be provided. I 

(e) Prdective Wotks. Suitable Protective works must be 
provided where necessary. 



67 
(0 dxiwZi0n of ' w k .  The various chec~s required at  each 

stage must be specified and strictly observed. 

(O) Compaction. Compactwn must be done at the specified 
moisture content to achieve design density. This must 
be done in layers and thickness of layers specified. 

Sd 1- (HARISH CHANDHA) 
Brig 

D,~ector  Des~gns 
Engzneer-m-Chzef 



Summary of w i n  conclusions 1 Recommendatians 

S. No. Para No. Min ht ~ylDcpartment 
wrcerned 

I .  1-36 Defence An assault boat was designed and developed by tbe Reeearch 
and Development Organisation to replace an imported one and it 
was accepted in 1962 for introduction into service. 2587 boats of 
this type were procurd during July 1964 to September 1960 from 
four Arms and a public sector undertaking at the rate ranging fmm 
Rs. 3800 to Rs. 43OO per boat. On receipt of a comp1;lint ffom one 
Army Unit in July 1971 that all the boats held by it, whfch were 
supplied by two firms, were defective, the matter was investigated 
in October 1971 and found that of 811 boats costing RE 39.92 lakb 
supplied by the two Arms 608 boats (297 with field units and 311 
in stock in an Ordnance Depot) were defective. The seams of dl 
joints of the boats disintegrated when the boats were infteted dlad 
put in water as the canvas at the seams had become brittle. In- 
vestigations disclosed that this was c a ~ &  by Oxidisatiorr of the 
adhesive used by these two firms to fix the seams of the boats. AS 
the cost of repair involving complete replacement of canvas hull 
and bottom would be equal to the cost of procurement of these 





was automatically used along with adhesive. The Scienti- 
fic Adviser admitted that i t  was unfortunate that they 
did not test the adhesive whether i t  was fully neutralised 
and that it should have been done. 

( iv) No warranty clause was included in the contracts, ' The 
Cornmitttee were infprmed by the representative of the 
DGS & D that the warranty clause is included in respect 
of those items where defects can come to light only 
when the stores are put to use and that in this case 
neither the indentor nor the Defence Inspectorate asked -.! 
for a warranty clause. No action could be taken against 
the firm as they supplied stores to specifications. I t  is 
surprising that the Defence Department did not take this 
normal precaution especially because no detatleb .speci- 
fications for the adhesive were laid down by tbk RAW 
search and Development Organisation and it was adanit- 
tedly not possible to determine by usual inspection 
whether the adhejive u.qed was goitlg to 4eeriorat.e. , 

(v) Although all the boats were supplied by the two firms 
during Febiuary 1966 to September U#@-ib:tequire& 8a 
investigation in October 1W1 on the b& pt a complaint 
from a single Army Unit, to And out t@&t, & many, as (j08 - 
boats were defective The defects ought to have come tq 



kiotice much earliel and m the normal cburse of lilspe& 
tion m the Depots and Units, It is 
defects were noticed only 
and could not have been 
mlttee ~s not wholly satufied.' In 
extra spcvial care must be 
Ing on Defence prCparedness. Th 
any explanation for this' Sefioa 

The Committee desini that the h o l d  lapses should be gone into 
tor fixing responsibility and t&ing -appropfiate action as .dsd to 
cnsure that they do not rkur fh future. 

The Committee were informed during evidence that mt of h 
2587 boats purchased, only 669 are now in serviceable comiitfaa 
They have not been told as to how many of the unserviceable boab 
had been actually used and for how long. No log books are b&g? 
maintained for these boats although for less costly items like motor 
cycles, trailers and mules thcy are maintained. The Committee 
consider it essential to maintain log books for indigenously develop 
cd cquipments of this kind which will help to study their @OF 
mance and to determine the actual life in use. Such p e r f o m m  
data may also be useful in deciding upon modifications in the 
designs to improve performance. 

-do- According to the representative of the Research and Develop- 
ment Organisation even Bees wax is not quite a good adhesive 



material and it has also indicated a very slow rate of water eeepage. 
The Committee, however, are not very clear as to how many h t s  
wherein this adhesive was used also developed defects. They learn 
that a different adhesive viz. Bitmarin No. 3 was used in the im- 
ported assault boat and that this was known to the Research and 
Development Organisation when the indigenous development of 
the boat was undertaken as early as 1949. H o m e r ,  there fa stated 
to be nothing on the Ale to indicate why this adhesive was not uwd 
by the organisation. The Committee understand that a new design 
of the boat is going to be introduced. In view of the fact that the 
Bees wax is regarded as not quite good and completely watefpmf 
and the neoprene based adhesive is twenty times more d y ,  the 
Committee desire that the Research and Development Organisation 
should And out a cheaper but effective as well as indigenously avail- 
able adhesive for the newly designed boats. I t  is regretbble that they 
do not seem to have applied their mind to this so fa.. 

The Committee note that the shelf life p d ,  .k ~!ws! in&- 
genous boats was flxed in mid-flfties as 0ve yak &&hrk atcaW'lt 
the natural pl xeas of deterioration. I t  wae s b d d  m5d+ 
life of the b t s  in use would be less. No esl#sartsat /a b 
has been mad ?. However, the Commit& ftnd W jr as 137 
old imported hoats which had e& k?sa 
April. 1971. were found still in a e d 1 9  ~onditicw# w h  .IWf 



issued to u m t s  to mect operational requirement in December, 1971. 
If these boats which must have been imported low before 1- 
were good enough even after 10 years, the Cornmittsa a g ~  no re- 
why the indigenous ones should not last longer tBan # feLR 

What has been stated in the above paragropb rc#r up to a 
situation in an important organisation of the D e b  Mfnfstry 
which cannot but cause concern. The present procedares fm tbe 
storage inspection and issue of vital stores are such that the un- 
usability of a vital item may not be discovered until it is required 
for operational use. I t  does not require much imagination to see 
what a serious situation this could land the country's armed fo- 
in. The Committee, therefore, while expressing their grave concern 
at  the somewhat mechanical lackadai social and unirnagfmtive 
attitude that the Ministry's spokesman showed, would strongly 
urge the Ministry to carry out a thorough review of the procedures 
relating to acceptance of operational stores, their maintenance 
durlng storage and their inspection before issue to ensure that they 
are in the state of efficiency they should be. 

The Committee also consider that the Research and Develop. 
ment Organisation does not appear to be kept in the close t o ~ h  
that it should be in respect particularly of items of s t o m ,  the pro- 
duction of which is newly established in the country, t h u g b o u t  
their life, shelf life or life in actual use. 



The C'ummittcc cannot but deprecate the slackness and ~XI- 
prcy,arcdness of a vital organisation like Defence Department and 
its Rcsearch and Develupment Organisation. 

The Committee are concerned to note serious lapses that led to 
the proc rrement of 303 cubic meters of defective teak logs at a cost 
of Rs. 3 i lakhs from a firm Of these 249.045 cubic meters were re- 
ceived by a Naval Stoles Depot at Bombay and the rest at  another 
1)cpot a t  Cnchln From the following narration of facts thc 1- 
would y .ma fame appear to be malafide: 

Against an indent placed by Naval Headquarters m 
August 1969, the DGSPrD invited tenders. Out of the 
tenders received the quotation of the firm Emm which 
the logs were purchased was the second lowest. The quo- 
tation of the lowest tenderer was not accepted as his capa- 
city was not recommended by the Defence hspectnrate. . ... 
Thc Naval Headqualters in a letter August, 
1969 had requested the ?X;S&D that in regard to inspec- 
tion of the  logs procured from trade indent, 
the Surveyor of Stores, Naval Dockyar& &&&+y should 
be the Inspecting Officer. AccordingIy,'& tend& &en- 
q~rir \ ~ w r e t l  c m  16th Al,gust 1969 by the DGS&D in&- 



cated that the inspaction would be carried W + 
veyor of Stores. Strangely, the has is ahtad %a Ly.r, 
tendered on the basis that the iaspctkn' M be by 
Inspector of General Stores. The 3kfdsee Sece$&q 
stated during evidence that the supplier "pedqM had his 
own reasons for &axing the Inspector of Gene& StoPee" 
and that "be perhaps expected a better dealn 

(iii) I t  is surprising that the vital dkwepancg be- the .b- 
der enquiry and the tender offer & &t notfced by the 
W D .  In the Acceptance of Teader fnspe&a bJ ](as- 
pector of General Stores was strpulated as fndtwbd'by 
the grm- 

I 

It was only after the Naval Headqua* took up & 
matter on 29th May 1970 that the firm was apprcrached for 
a change in the inspection authority and it did not agree. 
It w a ~  dcdded on 23rd October, 1970, at a meeting beld h 
the Directorate of Supplies and Mspowds, attended rla, 
by the representative of the N a d  Herelquarten that in 
view af the attitude of the dm, tbe &atus qw, rbauld be 
maintained but the Surveyor of Stores ehwkl k r;lo- 
dated with the Irqector while carrying out i n s p d & ~  In 
the meantime, the first lot of loge meant for Cochfn Dc- 
pot, tendered by the firm were accepted by the Inspector. 
Surprisingly, neither the DGS&D nor the Naval Head- 
quarters communicated the decision to the Znspector of 



General Stores concerned. On the costrarg tbe uammni- 
cation was sent ,to an Inspector uncannected with W s  
purchase. The Committee could nM get any kphakion 
for this slip. The mfence Secretary stated: ''Unfrrrkt. 
nately, we have not bqn able to put oar fbger on the red 
hub le  spot." 

(vi) On receipt of the first consignment in January 1971, the 
Bombay Depot noticed that the Surtreyor of Stdres had 
not siped the inspection report and took up the matter 
with their headquarters. Before it was sorted out entire 
supplies were received at both the depots by Stme l$'71. 
Significantly enough the Cochin Depot, which nc?&ved tke 
Arst consignment as early as July l@O, did not r&se the 
matter although a copy of the letter of 12th Au- 1- 
of the Naval Headquarters regarding inspection of the 
logs had gone to them. 

* ,  

(vii) The Bombay Depot arranged for $n ins- by the &+ 
veyor of Stores on receipt of the &.st M - W t  aazb 
found that most of the lo& had B d M s  and W lo@ 
rejected whereas Cac)lin b p f  a&@ed t*.- 



on the stlength of the opinion of the professional suthority 
on the pretext that the defecls were within the tolerance 
limit allowed by the concerned Inspector of Ge'neral &ores. 

(viii) During a jointlinspection of the logs a t  the *bay De- 
pot in October-November, 1071, ordered by the Director of 
Inspection (Geaeral Stores) a t  the instance of the Nayad 
Headquarters, which brought out serious defects, there was 
reportedly a difference of opinion between the h p e c b t  
of General Stores and the Surveyor of Naval,* Sfgzea 
The DGI o r g a w t i o n  over-ruled the oaipiop of the Ins- 
pector of Generd Stores. A Board of enquiry which went 
into the matter subsequently, also held that the supply, 
by and large, did not conform to the specification and the 8 . 
Inspector was responsible. 

(fx) The defects noticed a t  Bombay Depot having beee brought 
to the notice of the DCS&D, they reparted the rejection 
of supplies in respect of that depot to the fim and asked 
for replacement. The firm did not accept the rejection wd 
contended inter elk that logs supplied to both the ~ochin 
and Bombay Depots were inspected end accepted, the 
s a n c e  of supply was the same, inswtian was d e d  oUt 
by the same oflRcer and that the standard of acceptance 
was also the same 



The Committee learn tbat m receipt of certain inf- la 
1972, the CBI made m e  enquiries but did not punrue further. h. 
ever, after the Committee took evidence, the CBJ haa been askP,d 
to Investigate the cors. The Committee desire &at the C3X tbor3d 
inter dia go into the above crspecb of tha case and thrt m tbe basis 
of the Andings stringent actioa should be taken aeJost all the delin- 
quenta to d h t i v e l y  deter, malpractice in the vital Ikfeace edab 
Ushment. The Committee would await a report in this regard with- 
in three months. The Committee would also like to know the out 
come of the arbitration p c e d h g s  initiated at the instance of the 
firm. . b 

8. 1.77 Defenccl Agricuhure The Comnrittee are surprised that 4.514 tones of what can c+Z@ 
Dcptt. of Food be regardeql as gmund d e e  was purchmed as soluble c o f k  at a 

cost of Rs. lq lakhn through the Chief Director of Rtl'w, 
Ministry of Food and Agriculture to meet Defence requirement4,h 
a firm which had no capacity for tbe manufacture of ~ l u &  CO@W 
It should be noted that the price of soluble co& was about four 
times the prtce of ground d e e .  The folloariag inmtirrg points 
emerge out of the examinatien of the case by the in so 
far as the conduct of the Purchasing Orgamtion is concerned: 

(i) Tba order for the supply was p k e d  on the firm in Jgfg 
1969 without verifying the capedty of the b.z ft b 
strange that i t  was assumed that everyone 1#6@ c$a @P 



duce ground coffee can also produce soluble coffee 4 
the fiat of registered suppliers of ground &ee was PP. 
proved for inviting tenders for the supply of soluble c& 
a. I , I -  I 

(ii) The Committee And that at present only three firms have 
established manufacture of soluble coffee in the couniry. 
Tbey are unable to understand how this fact was not 
known to the Purchasing Organisation. The OrgPnisa- 
tion never consulted the Coffee Board or the Cwvaerce 
Ministry in the matter. Moreover, it was not for tha fbst 
time that the soluble coffee was being p ~ u r e d  for the N- 
fence Services in 1969. Purchases had been made since ' 

1967 trom established manufactures. It  was for the first 
time that an order was apparently wilfully placed in 1988 
on r Ann which htrd no capacity whaboever for the =urn. 
factare ot  mlu.uble coffee. 

(iii) During the period 1967-69, ground coffee was purchased on 
orders placed on 7 occassions between February 1987 and 
November 1968 and all the orders were placed on this firm 
alone for a total quantity of 97.85 tonnes at the cost of 
Rs. 7.94 lakhs. Presumably, the purchase of ground cotbe 
for Defence was stopped after November, 1968. There 
after this order for the supply of soluble coffee was placed 
on the same Arm in July 1969. Thus there e m s  to have 
been some exercises of favouritism corruption. 





Defence 

the firm had were (a) a roasting machine, (b) an auto- 
matic electrical balance, (c) an equip-t for - the 
containers and (d) an equipment for gas pecking &as- 
pite of these findings, not only were the supplies - 
the firat order accepted by the Chief Director, R m b e  
but also a risk purchase contract against the second order 
was placed on the same firm. 

The Committee consider that a thorough probe into the deals with 
this Arm is necessary since the facts set out above suggest c l m l y  
that corrupt practices were adopted. Exemplary action !dfQ,uM be 
taken against the officials involved under advice to M e  Cornmfttee. 

The Commmittee have also found serious lapses on the part of 
the Defence authorities as indicated below; .a .C 

The supplies were despatched to 20 Supply Depots in OEQober 
1968 and the warranty petiod expired on 26th March. 
1970. As .per standard practice after the despatch imtmc-  
tions are issued, a random sek t ion  is made by Army 
Headquarters of 20 per cent of the consignee depots who 
are asked to send control samples for test ax the Army 
Headquarters Food Laboratory. Surprisingly, i ~ ~ ~ s  - 10 the 4 selected depots to send control samples in this 
case went only on 24th December, 1969. Id the mean- 
while, one of the remaining depots sent a sample on its 
own on 19th December, 1969. The analysis of this sample 
disclosed that the product was more like ;round coffee in 





11. r .So DefmcelAgriculture The Committee would like to know the arbitrator's award on the (w- of Fwd) clpim of Qove~nment against the firm ia this case. 
IZ 1.81 -do- The Conbaittee h w e  been informed that tbe Appeal &ud - 

oists of -tor of Supplies and Transport w the Cbsinun, ths b.. 
dentor and an Army IVIedicPl Corps OiBcer 8s mexnk. A#g 
ning Ws case the Committee have come to the conclr;ldan thit * 
functianing of the Appeal Board as it constituted at present b 
unsatisfactory and it needs to be reconstituded imm-. 
Committee are of the view that the Purchasing Organisation 
not be assodated with the Board. Instead Government should 
dder the advisability of having on the Board a competeat fd 
technologist and clssodating a representative from the dmurrodfw 
Board concerned wherever necessary. It should also be coar$dered 8 
whether there is any p a r t i d a r  advantage in procuring tinned 
stuffs for Defence Services through the Ministry of Food and Aki-  
culture. 

This yet mother case where the purchases against the Defence 
r e g u h n a a t s  were thoroughly mismanaged. Two con trac b were 
concluded by the Chief Mxector, Purchase b January and Febrwr);. 
1978 for q p @  of 15 tonnes agd 30 tonnes of tinned meat by a flnn at 
the price at &, 13,000 per tonne. Norma& the requirement h that 
the clnimab should be daughtered at the firm's premises and before 
and after slaughter inspection should be carried out by the m Y  
Veterinary Ofilcer. On the basis of two representations from two 



Arms, including the firm in question, the Chief Director, Purchase 
had suggested relaxation of this requirement. This particular firm 
hed no facilities for slaughter of animals within their factory. The 
A m y  Headquarters readily agreed, as a temporary measure, to allow 
the slaughtering of animals in the Municipal Slaughter Houser ins- 
pected by Municipal veterinary authorities. I t  was durbg thjs 
period that the firm supplied the meat. The representative of the 
Ministry of Food admitted during evidence that it was not possible 
to ensure that the carcass which was taken away from the Mwdctpel 
Slaughter House was the carcass cooked in the factory. The pogstM- 
lity of substituting a different and inferior meat by unscrupuiws g 
suppl i~rs  cannot therefore be ruled out. The Committee And that the 
supplies received in February and March, 1970 against the first c a -  
tract were inspected by the Composite Food Laboratory and the 
entire consignment was accepted in April 1970. However, the supply 
tendered against the second contract in May/June, 1870 was found 
by tbe Laboratory to be unacceptable. The main re- fa@ the 
rejection were that the stocks were not free from ex&ve bgdy 
fa t  and fascia, that they had objectionable flavourlsmell tud tfiet one 
can on incubation indicated evidence of microbial growth. Fbse- 
after on analysis of amples  of the suppUes aganist the Brst contract 
it was found that those stocks were also similarly afEected and unfit 
for human conmrmption. Action was taken only in November, 1970 to 
stop further issues to troops. By then over 9.4 tunnes of thb sub- 
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standard and unhygienic meat had already been consuglgd snd 
claims amounting to Rs. 0.76 lakh only co@d be preferred 9g.iart 
the contractor. In view of this the Committee regard it ae extrsraJy 
unwise, if a t  all it had been done in good faith, to have pleced orders 
on this firm without verifying the capacity properly and to hawe 
relaxed the requirement of the Army ia regard to inspection especial- 
ly when the 6rm had not made any supply of meat eadk. WMt 
is-more, the risk purchase order for the failure of the ftnn againat 
the second contract was also placed on the same firm and it ~ e Q l  
failed partly. The Committee stress that appropriate actiw ahauki 
be taken in the matter, inter aha, for laying down suitable 
for risk purchase in order to ensure timely supplies. 

The Committee have not got any satisfactory explanation w4y #e 
Composite Food Laboratory did not notice the defects in the supplies 
received against the first contract. They, however, learn that no 
observations were made with regard to body fat or fascia by the 
Laboratory in this case. Further, although the Depot which recsiwd 
the bulk of the supplies received the post-copy of the Megram dsted 
22nd August, I970 to 'freeze issues', strangely enough the Depot did 
not take any action till November, 1970 for reasons known to them. 
Such delays in stopping issue of substandard material for eonsump- 
tion could seriously mdanger tbe health of troops. The Committee 
require that responsibility should be fixed for these lapses and action 
taken reported to them. 



15 #.so3 Ikftnce/Agritulturc The Committee underatand that an arbitrator has bscn appointed 
(Dew. of Food) to go into the claims of the Government ae per the Dew Hish C- 

order and that on legal advice an appeal against the dcdsioa od thc 
Wh Court has been fUed on 8-10-1973 before the Mvisioa Banch. 
The Committee would like to h o w  the outcome. They W& 
like to know the action taken in regard to recovery of the edd&haf 
erpendbture incurred by Government in the repurchase an tbe fnilwe 
of the firm against risk purchase order placed on them. 

L r feacc Strengthening of an airfield for operation of certain types of traes- 
port and tighter aircraft was taken up through a contractor at a cost @ 
of Rs. 27.67 lakhs in October 1965 and the work was completed in 
April, 1088. Although certain 'minor' defects were painted out by tbe 
Garrison Engineer, he certified that the work had been compkkl 
satisfactorily and the completion cePtiAcate waa hued. WitMa t 
month thereafter a Board of Air Force CM%cers pointed aat e&&m 
defecb such as depression at several places, lots of etc. a d  
the defects excepting the cracks were rec#Ad by the ca~trsctor+~ h 
the meantime, it came to light on test& conducted by the Cmid 
Road Research Institute that there were signilkant devbtha ~ S X I  
spedfications. The Engineer-in-Chief infarmed the C o m m m  tfirt 
thme were also m e  deficiencies in the spedftcations whietr 
acmntd for the defects. lgte Defence Seaem felt that h 
deficient supervision. The ~ r n i t t q ?  dspncab baaioglr 



-d@- The Committee note that the contractor had not agreed to the 
recovery of Ra. 72,658 for the variation from s p c i t k a m  d-w 
thi mater is behg adjudicated by arbitrator. The CamaWe woold 
like to be informed of the outcome of the arbitration pmcedh@L 

40- The Committee deeply regret to note that exteneloa -It oa 
an advance landing ground completed at a coot of about Rs. 91 
3akhs in November l!MB plloved to be hfructuous. Tbe rumwag 
was extended from 1000 yard8 to 1400 yards. A Board of OlfloM 
wbicb assessed the work in February 1969, noticed &fects 
unevenness of surface of the runwws, taxi track eta and 
sicm. By April 1971, a part of the landing ground, are wore ao14 Bo9 2 
been washed away due to rains with the result that only 800 yamW 
were available for aircraft operations. The Committee have beea 
informed that the remaining strip could be utilised only for opera- 
tion of aircraft with limited load by very experienced pilots. A 
Technical Board constituted to investigate the quality of the worh 
done and the reason8 for rapid deterioration in the landing gmud 
had found inadequacies in  reh hi nary investigation ePd in ddgn 
of pavement, lack of technical knowledge at the execution stage, use 
of poor quality of construction materials, poor construction fll14 
insufadentlpoor drainage etc. The Committee require tbrt Cowem- 
ment should investigate the matter in the llght of the obemationa 
of the Technical Board and fix responsibility for mmbwss on the 

-_I- 



part of the authori6les concerned. The action taken in the nrs#er 
may be reported to the Committee. 

I)efence The Committee note that the possibility of utilising the h & g  
ground for civil aviation is being considered by the Mreeta Gmedb 
Civil Aviation. The Committee would like to be amrkect of tb 
progress made in this regard. 

-do- The Committee regret to find that an excese pey- sf Re. lt& 
lakhs has been made to an Electric Company from April, 196H 
March, 1973 due to negligence on the part of officials who faitea = 
to chedc the bills of the company 4 t h  reference to the tenna erd 
conditions of the agreement under which the consumer was e n t i W  
to a spedal extra discount of 50 per cent for the actual  on^^ 
The Committee note that a Board of Ofacers convened in Febntnry, 
1973 to fix responsibility has found three d c e r s  responsible. Thg 
Committee recommend that appropriate action should be taku 
against the erring officers. They would await a report in this regard. 

do- The Committee d d  also like to know the terms af the s&tb- 
ment of the dispute between the Departraent and the Ekekie Ekll& 
Company. 

-do- The Committee note that in pursuance of the decision takes in 
1964 to shift three defence units to another lotation, a project for 



provision of storage, technical and administrative accommodation 
for only one unit was sanctioned in August, 1967 and another project 
for domestic accommodation of all the three units a t  a cost of Ra 
71.09 lakhs was sanctioned in October, 1967. While the project for 
domestic accommodation was completed in May, 1971 and the service 
personnel of the units were shifted to the new site, the construction 
of project for provision of storage, technical and adrninistptive 
accommodation was suspended in March, 1969 as the question of 
sitting the technical and administrative accommodation for all the 
units was under review. This review was completed and modMca- 
tions to administrative approval was given in November, 1971. The 
expenditure sanction was accorded only in January, 1972. The work 
commenced in June, 1972 and it was again suspended in August, 1973 
due to financial stringency. In the meantime, expenditure is being 
incurred on payment of Rs. 12.77 lakhs per annum as rent for the (0 

hired land on which the units continue to be located besides expen- 
diture of Rs. 13,000 per rnonth from July, 1971 on transport of o l 3 o e ~  
till recently. The Committee are not satisfied with the explanation 
for the lack of synchronisation of the construction of domestic accom- 
modation and the technical and administrative buildings. This 
should be possible to a far greater extent than is suggested by the 
Ministry's spokesman. Between 1987 and 1969, what extra-o&ary 
development took place which made it imperative to suepend action 
on portions of the project on which work had not commence? And 
then it was over two and half years later, six months after the 
domestic accommodation had been completely constructed, the 



approval was given to necessary modifications in ttie admmt. ,All 
this &ld have been avoided, if it were well interttioesd ohd id 
tboae taking the decision to suspend rctlon bad satisfied thapdvsa 
before taking the decision that the modifications ncmm@y were d 
such vital signiAcance that they would outweigh the ibmdal Eors 
Cnvolved in suspensfon. 

W e n c e  Admittedly the present procedures are not aattfoctory. 'Be 
Committee desire that the Study Group appointed by tbe MiniPtrg 
to euggest improvement in the procedures shoukl speedily complete 
their study and that rtepo should be tnken to cut out avoidaTDb 
delays in future. In the meantime, the Committee batst tbat t8o 
remaining work wil l  be completed expeditiously. 




