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INTRODUCTION 

I, the Chairman of the Public Accounts Committee, as authorised by 
the Committee, do present on their behalf this First Report of the Public 
Accounts Committee (Sixth Lok Sabha) on paragraphs 30, 33 and 38 of 
the Report of the Comptroller and Auditor General of India for the year 
1974-75, Union Government (Defence Services). 

2. The Report of the Comptroller & Auditor General of India for the 
year 1974-75, Union Government (Defence Services) was laid on the 
Table of the House on 6 May, 1976. The Public Accounts Committee 
(1976-77) obtained written information on these paragraphs but could 
not finalise the Report on account of dissolution of the Lok Sabha on 18 
January, 1977. The Public Accounts Committee (1977-78) considered 
and finalised this Report at their sitting held on 13 September, 1977, based 
on the written information furnished by the Ministry of Defence. The 
Minutes of that sitting form Part II* of thc Report. 

3. A statement containing conclusions/recommendations of the Com- 
mittee is appended to this Report (Appendix). For facility of reference 
these have been printed in thick type in the body of the Report. 

4. The Committee place on record their appreciation of the commend- 
able work done by the Chairman and the Members of the Public Accounts 
Committee (1976-77) in obtaining information for this Report. 

5. The Committee also place on record their appreciation of the assis- 
tance rendered to them in the examination of these paragraphs by the 
Comptroller and Auditor General of India. 

6. The Committee would also like to express their thanks to the Minis- 
try of Defence and the Department of Defence Supplies for the cooperation 
extended by them in giving inhrmation to the Committee. 

C. M. STEPHEN 
Chairman, 

Public Accounts Committee. 
NEW DELHI; 
September 30, 1977 
~ m i n a  8, 1 8 9 9 0  t 

*Not printed. One cyclostyled copy laid on the Table of the House and five 
copier placed in Parliament Wbnry. 
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PROCUREMENT OF KIlTABLE BODIES 

1.1. In June 1966 the Defence Research and Development Organisatlon 
developed a design of a kittable body (in lieu of composite bddies) for vehi- 
cles manufactured by an ordnance factory. Since the design offered 
advantages in production, maintenance, interchangeability and ease of 
stocking, Army Headquarters approved the introduction of the design into 
service (November 1966). The Department of Defence Production in con- 
sultation with the Director General of Ordnance Factories confirmed the 
switch-over to kittable bodies from November, 1968. It was envisaged that 
'introduction of kittable bodies would involve an extra cost of about Rs. 245 
per vehicle which would be offset 4, other economies and advantages. 

1.2. In April, 1971 the Director General of Ordnance Factories projec- 
ted a demand on the Department of Defence Supplies for developing a 
source of supply for 6,600 kittable bodies to cater to the requirements for 
1972-73 and 1973-74. 

1.3. After inviting quotations from and negotiations with prospective 
firms the Department of Defence Supplies placed an order with one firm 
for 3,000 kittable bodies (value-Rs. 81.75 lakhs) in January, 1972 and 
letters of intent on three other firms for 2,250 bodies (value Rs. 57.45 
l a b )  in May, 1972. 

1. 4. In June, 1972, the General Manager of the Ordanance Factory 
reported that the kittable body besides being costlier (than the composite 
My) by Rs. 548 per vehicle, had several disadvantageous design features. 
~t was stated further that if the kittable bodies were really to serve the 
parpose, these should be acceptable in kits for easy transportation and 
assembly at site when required, which however, was not acceptable to the 
Director of Ordnance Services. He, therefore, suggested reconsideration 
of the decision to introduce kittable bodies. After consultation with the 
Director-General, Ordnance Factories, the Department of Defence Supplies 
decided, however, to place formal orders on the three firms on whom letters 
of intent had been issued earlier as it was not considered advisable to resile 



from the commitments already made. Formal orders were accordingly 
placed in August, 1972: 

Kittable bodies 
--- -.--- - - . . --- .- --. . ----- -.. . . . . .- 

Firm Datc Qty. Rate Value 

Rs. RY. in 
lakhs 

1.5. Soon after (September lW2), on a further review of the matter 
@ the Department of Defence Production and Department of Defence 
Supplies it was decidcd to short-close the orders for kittable bodies except 
for quantities already fabricated or partly fabricated by the firms. The 
residual quantity-to avoid contractual difficulties-was to be substituted by 
composite bodies. The Arniy Headquarters had also confirmed earlier that 
vehicles were already in short supply and that vehicles with composite bodies 
would be acceptable if thew were more economical. After further nego- 
tiations (February-July, 1973) ,  the Department of Defence Supplies agreed 
to a substitution of 4,749 (out of the total of 5,250) kittable bodies by 
composite bodies at rates revised as follows: 

Date QtY- Rate Value 

.._..-L - .--- 
*M/r. Sion Gartap (P) Ltd., Bombay. 
tM/r. Punj Sons (P) Ltd., New Delhi. 
:MIS. Jayanand Khira and Co. (P.) Ltd., Bombay. 
$M/c. New Model Indrrstriee (P) Ltd., Julloodor dt~, 



1.6. The following are some interesting aspects of the case: 

- Against the original order for kittable bodies supplies were 
expected to be completed during January-September, 1973. 

No supplies were, however, effected by firms 'B' and 'D'. The 
revised order on the latter firm was cancelled in April 1974. 

- Under the original contracts, firm 'A' had been allowed 'on 
account' payments limited to the lower of 90 pcr cent of the 
value of materials purchased or 25 per ccnt of the value of the 
order, and firm was paid Rs. 20.23 lakhs on that basis in 
February, 1972. It had supplied only 400 kittable bodies 
until February 1974 and is yet to commence supplies against 

the revised contract (November 1973) for 2,600 composite 
bodies. Conscquently, a sum of Rs. 17.54 lakhs is still out- 
standing against the firm (January 1976). 

- Soon aftcr a decision was taken to revert to composite bodies 
(September 1972), a decision was taken by the Department 
of Defence Production to placc an order for 1,350 composite 
bodies on firm 'B' at Rs. 1,878 each (value-Rs. 25.35 lakhs) 
with a view to avoid a break in production at the ordnance 
factory. At about the same timc (November/December 1972), 
the ordnance factory concluded contracts with two other firms 
for 4,100 compositc bodies at Rs. 1.696 each (value-Rs. 
69.54 lakhs). An amount of Rs. 1.10 lakhs was allowed as 
escalation. This compared with an average price of Rs. 
1,860.47 for 4,299 composite bodies covered on firms 'A', 'B', 
and 'C' by the Department of Defence Supplies and Rs. 1.878 
approved by the Department of Defence Production for 1,350 
composite bodies, resulted in an extra expenditure of Rs. 8.4 
lakhs. 

[Paragraph 30 of the Report of the Comptroller and Auditor General of 
India for the year 1974-75, Union Government (Defence Services)] 

1.7. The Audit Para points out that it was envisaged that thou@ tha 
introduction of kittable bodies would involve an extra cost of about Rs. 245 
per vehicle, this would be offset by other economies and advantages. The 
Committee desired to know at whose instance and with what objective the 
development of kittable bodies was undertaken. The Ministry of Defence, 
in a note, have stated that the concept of kittable bodies originated from 
the Defence Research and Development Organisation. 

A copy of the Ministry of Defence Directorate of Vehicles (R Q D) 
U.O. No. 96745/RD-93 dated 23rd September, 1966, furnished by lhe 



Department as initial proposal* by the Defence Rcwearch and Dcvd~pmant 
- 0 r g ~ i s a t i 0 ~  in this regard is repraked balm: 

"Common kittable design on Nissan and Dodge 1 Ton chessis 
has thb following main fcattlt~~:-- 

(a) size' of body (internal) 

(b) Overall dimensions of the kittable body arc identical for both 
the chassis. In case of Dodge chassis the spare wheel is 
located in between cab and body whereas on Nissan this 
is mounted on the body tail board. 

(c) Side panels, front board, superstructure, tool boxes seat 
cushions and back rests are common. 

(d) The floor panels and stools are also identical in design. Only 
the bolt holes on the floor panels for securing the stools are 
different to suit the chassis frame of Nissan and Dodge. 
The existing body mounting brackets, provided on the Nissan 

chassis are not utilised for mdunting of common kittable 
body. 

The existing fuel tank filler neck of Nissan 1 Ton has been modi- 
fied/repositioned to suit the mounting of stools on the chasis. 

The new design of kittable body, having maximum number of com- 
mon components, on Nissan and Dodge 1 Ton chasis will offer 
advantages in production, maintenance, interchangeabilit~ and 
ease of stocking in Depot. Even though further Dodge 1 Ton 
chassis are not likely to be inducted, the common design as 
described above will have its intrinsic advantages. 

Your agreement to adoption of above new design on future supplies 
of Nissan 1 Ton chassis is requested to so that DGOF may be 

asked to plan accordingly." 

1.8. Since the Army Headquarters had approved the introduction of the 
,design into service in 1966 and the Depertrnent of Defence Production in 
consultation with the Director General of Ordnance Factories had confirmed 
switch-over to kittable bodies in 1968, the Committee desired to be apprised 
d the apecific considerations on which the proposed change was accepted 
e .----- --. 

*At the time offactualverification Audit have;ihtimated that the p r o p a l  w a ~  initiated 
by DRDO in June, I 966. 



by (0 the Army H ~ u k p r t m  and (ii) the Department of Dsfeace Pro- 
d u c b .  The Committee also desired to know whether these CODBidcrations 

.covered a cat-benefit evaluation of the changeover. In a note, the Minis- 
.try of Defence have stated: 

"Acceptance of the Army HQrs (GS's Branch) of the kittable 
design was influence# by the following additional considera- 
tions: : . 

(a) Ease of repair and replacement of kittable bodies without 
disabling the chassis. 

(b)  Lower transportation cost from trade to Vehicle Factory,. . . . 
As regards quantifying the advantages of kittable bodies in financial 

terms, it is not possible to give a figure in terms of money value 
as a number of elements explained above, connot be evaluated 
accurately. Nevertheless, it is obvious that there will be overall 
economy and operational convenience in purchasing kittable 
bodies instead of sending the vehicles to various body builders 
for the construction of composite bodies. No cost benefit 
evaluation of the change4ver was carried out at the time 01 
giving the clearance for the kittable design. In so far the 
Departmant of Defence Production is concerned, Army HQrs 
had desired fitment of kittable bodies on Nissan 1 Ton vehicle 
in place of composite bodies in view of the advantages 
enumerated by DRDO. The Army HQrs' clearance was given 
in November, 1966 and DGOF had accepted switch-over to 
kittable bodies to take place from vehicle Sr. No. 22566 which 
was originally expected to be reached in November 1968. No 
cost benefit evaluation was undertaken by DGOF at that time. 
As already explained, it is not possible to w ~ k  out the cost 
benefit analysis with any exactitude." 

1.9. The Committee desired to know the reasons for the delay of two 
years in the acceptance of the switchdver to kittable bodies by the Depart- 
.merit of Defence Production. In a note the Ministry of Defence replied: 

"Amy HQrs approved introduction of kittable bodies in November, 
1966. In May, 1967, Army HQrs intimated their requirements 
to the DGOF. In October, 1967, DGOP confirmed switch- 
over to the kittable bodies from November 1968 by which time 
the vehicle Sr. No. 22566 was expected to be reached. This 
time lag was to take into account the lead time for production 
of the kittable bodin by the trade sources." 



1.10, As regards the further delay of about 21) years (November 1968- 
April 1971) ia the placement of a demand by the Director General, 
Ordnance Factories on the Department of Defence Supplies ,for 6,600 
kittable bodies to cater to the requirements for 1972-73 and 1973-74, ,the 
Committee were informed, in a note by the Ministry as under: 

"In January, 1968, DGOF located a trade source in M/s, Globe 
Motors and had placed order on them for 1500 numbcrs of 
kittable bodies. For various reasons, supplics from this 

source were very tardy and even upto April, 17 1. only 475 
bodies were supplied. Due to various production difficultia, 
vehicle S1. No. 22566 could also not be reached b:fore 

December, 1970. Thus, it would be seen that the trade supplies 
had not come up to the expectations and for this reason, the 
switch-over could not take place effectively. In April, 1971, 
it was decided by the Department of Defence Production to 
refer the matter to the Department of Defence Supplies for 
location of alternative sources." 

1.11. The Audit Para points out that atter inviting quotations from and 
negotiations with prospective firms. the Department of Defence Supplies had 
placed an order with firm 'A'" for 3,000 kittable bodies in January, 1972 
and letter of intent on three other firms (Firms fLB'.  T'C' and 9'D') for 
2,250 bodies in May, 1972. Asked to state the basis for placing order 
on firm *'A' for 3,000 kittable bodies and letters of intent on three other 
firms for 2,250 bodies, the Ministry of Defence replied: 

"Initially it was estimated that the Vehicle Factory's requirement 
was of the order of 6600 numbers. Actually the first indent 
received was for 4800 numbers against which an order for 
3000 numbers was placed on firm *'A'. Subsequently, another 
indent was received for 2100 numbers and letters of intent 
were placed on firms +'B', $'C' and *'D' on 23-5-72 for 2250 
bodies." 

1.12. The Committee were given to understand by Audit (which was 
also confirmed swbsequently in a note by the Ministry of Defence) that the 
design for kittable body was common for Nissan and Dodge (1-Ton) 
vehicles. The last indent for the purchase of 145 Dodge (I-Ton) Vehicles 
was placed in September, 1965 and thereafter these vehicles were not 
purchased. -- 

* MIS. Sion Garrage (P) Ltd., Bombay. 
? W e .  Punj Sono (P) Ltd., New Delhi. 
ttM/s. Jayanand Khira and Ca. (P) LM., Bodmy. 

XIS. New Model Indudrim (PI Ltd., Jullundur CiW. 



1.13. Asked whetber any time frame was specified for the completion of 
the contracts while placing/issuing orderdletters of intent on the four firms, 
the Ministry stated: 

W r m *  'A': Polite sample within 8 week-bulk supply immediately 
afpr approval of pilot sample @ 100 to 150 numbers per month 
and to be stepped up to 200 numbers per month so as to give 
an average of 175 numbers per month over a year. 

Firm+* 'B': Pilot sample within 6 to 8 week-bulk supply to com- 
mence within 4 weeks of the approval of the pilot sample as 
follows: 

1st month . loo numbers 
z n d m o n t h .  . .  . . . . 150 numbers 
grdImonthandonward . noonumben 

Fi rm*t  'C': The pilot sample within 2 to 3 weeks on receipt of the 
chassis-Bulk supply to commence immediately after approval 
of pilot sample @ l75/2OO numbers per month. 

Firmtt 'D': Pilot sample within 6 weeks of the chassis. Bulk supply 
to commence within two weeks of approval of pilot sample 
and to be supplied @200 bodies per month." 

1.14. The Ministry of Defence furnished, at the Committee's instance 
.the following details of the firms which had responded to the first tender 
.enquiry issued on 19th July, 1971 and their offers, the firms with whom 
negotiations had been conducted and the considerations on which four firms 
were selected : 

"In response to the tender enquiry issued to 19 firms, 10 firms 
quoted as follows: 

Name of  the firm Driivery Delivery with steer from the 
with JPC open market (in Rs.) 
~ r e l  
(in Rs.) ...- - -. - - - -. - 

I .  M/s Frce India, Julltmdur I 650 2150 
2. hlls Pearcy I al 2 150 3.500 
7. M/s Jayanand Khirs. Bvrnb?. 3500 for 4on numbers. 

(Firm 'C')  3375 for not less than rooo 
numbers. 
3250 for not less than 1500 nos. 
y m ~  for not less than moo 

4. M/s C h o ~ r a  Motors, clalwt:a 
nos. 
3700 for upto 400 nos. 
9650 for 401 to Roo numbrrs. 
7600 for 801 to I zoo numbers. 3550 for I 2 0 1  to 16og numbers. 
3500 for 1601 to 2000 numbm.  - .---- .- - --------- 

*M/s. Sion Oarrage (P, Ltd., Bombay. 
**M/s. Punj Sons (Pi Ltd., New Delhi. 
tbM/s.  Jayanand Khira and Co. (P) Lid., Bombay. 
, t tM/s .  New Model Industries (P) Ltd., Jullundur City. 



NPme of the firm 
y v e t l r  L 
wrth JPC Delivery with rteel from tk 
steel open market. (in RI.) 
(in R8.) 

5. MIS Sion Qarrage, Bombay, ,. 3750 for upto 400 numbers. 
(Firm sA') 3675 for 401 to 800 numbem- 

3666 for 801 to 1200 numbers. 
3638 for 1201 to 1600 numbers. 
3619 for 1601 to POOO numbem. 

6. M/s M.hindra Owen . . . . 3850 for 1000 to 1200 nor. 
3810 for 1201 to 1600 nos. 
3790 for 1601 to 2000 no& 

7. MIS Sundaram Industries . . . . 4150 for upto qoo nos. I 
41 00 for 401 to 800 nos. 
4050 for 801 to 1200 nor. 
4000 for 1201 and above no* 

8. M/s Simpson . . . . 4612 for upto 400 nos. 
4577 for 401 to 800 nos. 
4543 for 801 to 1200 nos. 
4508 for 1201 to 1600 nos. 
4472 for 1601 to 2000 nos. 

g. MIS Sita Shgh Engiseus . . . . 4265 for upto 400 noa. 
4 165 for 401 to 800 nos. 

I o. M/s Auto Machaniml Corporation . . . 6250 for upto 400 nos. 
6235 for 401 to 800 nos. 
6219 for 801 to 1200 nos. 
6203 for 1201 to 1600 nos. 
6188 for 1601 to 2000 nos. 

The firms at serial Nos. 1 to 7 above were called for negotiations. Firms 
at serial Nos. 8, 9 & 10 were not caled for negotiations as their prices were 
considerably higher. Another firm, M/s. Auto pins, who were not issued 
any tender enquiry, submitted an unsolicited quotation as follows: 
u 

Delivery with JPC Steel (in Rs.) Delivery with open market rteel (in RE.) 

2 I 40 for 1000 nos. . . . . . 2440 for 1 ooo nos. 

2125 for loor to 2000 nos. . . . . 2425 for 1001 to 2000 nos. 

2 I 15 for 2001 to 4000 nos. . . . 2415 for 2001 to 4000 nos. 

21 lo for 4001 to 6000 noa. . . . . 2400 for 4001 to 6000 nos. - - - ---- .- -...--- 

This firm was also called for negotiations. Out of these, two firms, na- 
mely MIS. Free India Industries and MIS. Soin Garrage were selected for 
placement of orders as they had offered the best and second best term$ 
during the negotiation meeting, viz., Rs. ,2150 and Rs. 2725 respectively. 
Order on Mls Free India, Jullwdur was however, later cancelled on 27th 
May, 1972 since the firm did not accept the order but raised a dispute 
about the price settled, 



9 I 

Subsequently, another tender enquiry was issued on 18th April, 1972 
to 21 lkns. Tbh enquiry was cancelled in respect of the 12 firms as 9' 
out of these firms did not respond to earlier enquiry and the other three had 
quoted very high prices and were not called for aegotiation. The remaining 
9 firms, including the 6 firms who had quoted earlier and who were called 
for negotiations, namely M/s. Pearey Lal, M/s. Chopra Motors, Mjs. Jgya- 
nand Khira, M/s. Mahindra Owen, M/s. Sundaram and M/s. Auto Pins- 
were separately addressed to quote only if they could offer substantial re- 
duction in price. All the 9 firms quoted as follows: 

Name of the firm Quotation 
(in Rs.) 

X. M/n Auto Pins . . 3200 for upto 400 nos. 
3 I oo for 40 I to 800 noa. 
3000 for 801 to 1200 nos. 
2900 for 1201 to 1600 nos. 
2800 for 1601 to 2000 nos. 

n. M/s MalJndra Owen . 2950 for I 000 to I 200 nos. 
2900 for I 201 to 1600 nos. 
2850 for 1601 to 2000 nos. 

3. MIS New Model Indun- . 3450 for upto 400 nos. 
tr~a (firm 'D'), 3300 for 401 to 800 nos. 

3200 for 801 to 1200 nos. 
2900 for 1201 to 2000 nos. 

4. M/s Ja anandKbira . , 3x50 for upto 400 nos. 
(firm 6 Z 7  3 100 for 401 to 800 nos. 

3050 for 801 to I 200 nos. 
3000 for 1201 to 1600 nos. 
2950 for 1601 to 2- nos. 

5. M/s Sons . . 3400 for 801 to I 200 nos. 
(firm 'B') 3200 for 1201 to 1600 1108. 

2980 for 1601 to 2000 nos. 
2890 for more than nooo nos. 

6. M/s P e w  Lol . . 3150 for upto 400 na.  
31wfor or t o 8 m n a .  
3050 for 8or to ,200 nol 
3000 for more than IZW noh 

7. MIS Hgduobsd Allwyn . 3080 for upto 400 nos. 
3065 for 401 to 800 nos. 
3050 for 801 to 1200 nm. 
3035 for 1201 to 1600 nor. 
3020 for 1601 to 2- noa. 
3750 for upto 400 nos. 
3555 for or to 800 ma. 
3540 tor 8 0 1  to 1200 nos. 
3525 for 1201 to 1600 nos. 
35x0 for 1601 to nooo nos. 

8. MIS SoaQtrm Ind~&e, 5x50 for 1800 nos. 

9. MI: Chopra Motom . . 3 oo for upto 400 noa. 
3 6 so for401 to 800noa 
3600 for 801 to 800 nos. 
9550 for I a01 to 1600 nos. 
3500 for 1601 to 2000 nor. 

Delivery linked 
with JPC 
steel. 
Delivery 
not linked 
with JPC 
steel. 
Delivery 
not linked 
with JPC 
steel. 
Rs. 3001- more 
against each 
if no steel 
assetame 
is even. 
Delivery 
not linked 
with JPC 
steel. 
Delivtzy 
not linLedi 
Witb JF'C 
rteel. 
Delivav 
lmked &I 
JPC steel. 

Delivery 
not l i e d  
with JPC 
steel. 

Delivery 
not linked 
with JPC steel. 

Delivery mt 
linked with 
JPC steel. 



A11 these 9 h s  were called for negotiations but the firm at serial No, 9. 
did not turn up. After negotiations, 3 firms *'B', tbC' and S'D' were selected 
she tbese b s  offered the most favourable terms, viz. Rs. 2574, Rs. 2575 
a d  Rs. 2470 respectively." 

1.15. The Committee desired to know whether any detailed examina- 
tion was undertaken by Government of the capacity and capability of 
&hose four firms for developing the kittable bodies. In a note the Ministry 
a f  Defence stated: 

"All these four firms were listed in the compendium of approved 
suppliers maintained by the Controllerate of Inspection, 
Vehicles (then Chief Inspectorate of Vehicles,. . . . . . . . . . . . ) 
The names of the firms are listed in the compendium only after 
detailed capacity verification by the DGI Organisation." 

1.16. Asked in this connection, whether the more well known body 
builders-kere contacted and if so, what their reactions to the proposal were, 
the Ministry replied that the enquiries were issued to well known body 
building rims who were on the compendium maintained by the Controllerate 
*of Inspccrion Vehicles but some of the firms did not quote in response to 
the tender enquiry. 

1.17. The Audit para points out that the General Manager of the 
Ordnance Factory had reported in June, 1972 that the kittable body, 
besides being costlier than the composite body by Rs. 548 per vehicle, 
had several disadvantageous design features. The Committee desired to 
know the nature of the design features considered disadvantageous and the 
reasons for these not coming to light before the demand for supply of kitt- 
able bodies was raised (April 1971 ) or before placing orders (January- 
May 1972). . In a note the Ministry of Defence stated: 

"The design features which were reported as disadvantageous by 
General Manager, Vehicle Factory, in June 1972 were: 

(i) 3 main parts of the body are held together by bolts as against 
the welded construction in the composite bodies. 

(ii)  Number of mounting stools for kittable body was only 6 as 
against 12 numbers in the case of composite body. 

(iii) There were 12 corresponding stools provided on the 
chassis for mounting GS body and the extra stools would 
have to be removed by flame cutting to . suit the kittable 

bodies. This will arise in case af imported cbassis. 
. " _ _ I _  _. . .. ---- - - ..-. - 

*M/s. Punj Sons fP) Ltd., New Delhi. 
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It may be added here that Rs. 5481- included the extra chargm of 
fitment of kiltable bodies but this did not take into account 
the saving by way of lowcr transportation cost which was not, 
however, assessed. 

When the demand was raised on Department of Defence Supplies 
for loc~ting alte~-nat~ve source? for kit~able bodies, the only 
aspect in question was to meet the Vehicle Factory's require- 
ments of this storc as ti12 oniy s o u i ~ c  dzveioped by DGOF had 
not provcd adequxc. It was only when some supplies from 
the source dcvelop~d b ~ l  DGOF had started arriving jn Vehicle 
 factor:^. . . . . . . . . . . . . . . . . . . . . . , and these were fitted on 
Nissan 1 Ton Vehicle that thc disadvantages in using kittable 
bodic., bcgm to come ,o light to the Vehicle Factory,. . . . . . . . 
' fhc vic.vs ol' :'?c Gcncral Manager, Vehicle Factory, were 

actually conveyed in June, 1972 by which time the Deptt, of 
T?:f,-::c Supplies hnd a ready cntcrcd h t o  contractual obliga- 

tions." 

1.18. 7 h c  Coamittce drew ;I tcntion to the observations of the General 
Manager of the Ordnance F a c t ~ i ~  to the effect that if the kittable bodies 
v! v e  rtSall) to v r t  c t %: pul- n\c, thcs:: shodd be acceptable in kits for 
c $ k j  transpor:,!tion w c i  s-scmbly at site when required. Asked about the 
Ic..\ons wly, t ' i i ~  u w  ,~c~ept;~bicl to the Director of Ordnance Services, 
the Ministry informcd the Comiiii~!cc as under: 

"The objrctive of developin: the design of kittable bodies was not 
that they should be supplied in kits for asscmhl? at site but 
that the kittable bodics be supp!ied to Vehicle Factory,. . . . . . 
for being assembled on the bodies before the trucks are 
delivered to the Army. Actually the indents from the Army 
HQ for Nissan trucks had specified that the vehicles will bc 
delivered to  the Army complete with kittable bodies." 

1.19. The Committee desired to know whether this aspect as well as 
the aspect of higher cost was not considered by the Army Headquarters 
while conveying their acceptance in November, 1966 or thereafter until 
January, 1972 when orders were placed on the trade. In a note, the 
Ministry stated : 

"The aspect of higher cost was not considered by the Army HQrs 
while conveying their acceptance in November. 1966. In their 
U.O. note No. 2(49167!D(Prej) dated 27th October, 1967, the 
Department of Defence Production informed the Army Head- 
quarters that the introduction of kittable type body would 
involve an extra cost of Rs. 2451- but this would be offset 
considerably by much lower transportation cost and in addition, 



there would be advantage of replacing any of the kits whenever . 

necessary to make the body repair economic." . 
1-20. Since the practical difliculties came to be known in June 1972, 

and considering the fact that the orders placed jn August 1972, ucording 
to the Audi~  Para, had been foreclosed in Septiniber 1972, the Conlrnittee 
ellquired whetha it was not possible ro posipone rhe placement of formal 
orders till a final decision on the suitability of the kittable body was taken. 
I n  a note furnished in thib rcgml, thc Ministr), of Dcfencc 

"The letters of inteni concidc the contract and hind thc 7srtics 
issuing it in the same contractual obligations as ;I regular supply 
0rde.r. Therefore, as a normal course, all lcttcrs of intent are 
followed up with a regular supply order as early as possible. 
It was' felt thnt ii the Dcpartrnent backed out of the commit- 
men: after having issued the lettcrs of jntcnt, it  would project 
a very poor image of itself and such a step would bc detrimen- 
tal for the ambitious .development programme that had bwn  
taken in hand." 

1.21. According to Audit Paragraph ordcrs for kittable bodies had 
been placed on the four firms at varying rates ranging from Rs. 2470 to 
Rs. 2725. The Committee, therefore, desired to know thc reasons for 
this wide variation in rates and whether the comparative reasonableness 01 
-the rates was assessed. The Ministry of Defence replied: 

"In response to the first tender enquiry dated 19th July. 1971, the 
lowest quotation received was Rs. 21501- from Mls. Free 
India, Jullundur, with open market steel price. Latcr. th: firm 

claimed that this price was exclusive of the price of cmopy 
which should be around Rs. 4251-. They also claimed that thc 
prices of steel had gone up and asked for a total increase of 
Rs. 6501-, The order was then cancelled. The price cannot. 
therefore, be taken as, the lowest quotation. The actual lo\vcst 

quotation from M/s. Jayanand Khira was Rs. 30Oo/- for a 
quantity of not less than 2000 numbers. During Ihc negotiit- 
tions, all efforts were made to bring down the prices : ~ n d   he 
best offer was received from M j s .  Sion Garrage which w s  

Rs. 27251- with the facility of on account paynicnt to thc extent 
of 25 Fer cent of the value of thc order. Thc firqt order was, 
therefore, placed on the firm *'A' in the form of o letter of 
intent at Rs. 2725 1- for a quantity of 3 0 0  on 12th Wtvembcr, 
1971 and was conwrted into a formal supply order on 15th 

January, 1972. Subsequently, when another tender enquiry 
was issued in April, 1972, the firms who had quoted earlier 
were spcificaIIy told that they should quote again only if t h V  

--..-- . . - -- - 
M/s. Sion Garrage (P) Ltd., Bombay. 



were prepared to give substantial reduction in their earlier 
quoted prices. As a result of the retendering and further 
negotiations, it became possible to bring down the prices and 

orders were placed on firms *'B' fC', & :'D' at the prices vary- 
ing between Rs. 24701- to Rs. 25751- in the form of letters of 
intent on 23rd May, 1972 and in the form of supply orders 
on 3rd August, 1972. Before holding t'he first series of 
negotiations, attempt was made to work out a reasonable cost. 
On the basis of the then exiqtine, price of:compositc bodies and 

the price quoted by Mis. Free India, Jullundur, on the basis of 
JPC steel, i.e.. Rs. 16501-, Technical Committee (Vehicles) 
estimated that a reasonable price for kittable bodies should 
be Rs. 2240/- on thc basis of open market steel price, That 
this estimate of price was on the lower side was evident from 

the subsequent claim of Mis. Free India, :Jullundur, for price 
increase. Moreover, it may be app.reciated that while an 
estimated cost of production can provide qnly some guidance 
for the purpose of conducting negotiations, -, the actual prices 
settled in negotiations mainly depend on the.'market conditions." 

1.22. While the decision to I'oreclosc the contract for kittable bodies 
and to substitute 4,749 numbers (out of a total of 5,250 numbers) by 
,composite bodies had been taken in September 1972, negotiations with the 
'four firms had been held only during February-July 1973. The Commit- 
tee desired to know the reasons for this delay. In a note, the Ministry 
#explained the position as undcr: 

"The decision to short c!ose the contract for kittable bodies and ta 
substitute them for composite bodies was taken in September 
1972 and the Department of Defence Supplies issued instruc- 
tions to the various firms immediately thereafter to suspend 
production of kittablc bodies and the first round of negotiations 
was held in the Department on 10th October, 1972. Since 
then four more rounds of discussions had to be carr~ed out with 
the various firms 3t  different stages, the last round being in  
November, 197.3 bcfore short closurc of thc nrdcr for kittable 
bodies and its substitution by composite bodies could be 
halised. It may, therefore, bc appreciated that there has been 
no delay in conducting the negotiations." 

1.23. Since the revised ratcs for composite bodies accepted by the 
Department of Defence Supplies also varied, as reported in the Audit Para- 

-_ __ - _ - _ _ -- --- -- 
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graph, from Rs. 1,696 to Rs. 1,878, the Committee desired to know the 
basis on which the prices as negotiated were considered reasonable. In a 
note furnished in this regard, the Ministry stated: 

"Apart from the order for Kittablc Bodies placcd by Dcpartnicnt of 
Defence Supplies on M/s. Punj Sons, ! h c ~  was anoiher ordcr 
on this firm for supply of composite bodies placcd by Depnrt- 
ment of Defence (Production)lVehicle Factory. ,The base price 
against this order was Rs. 1,6961- on the basis of JPC pricc. 
Op the basis of the quantity of steel, being obtained by this 
firm, partly from JPC and partly from the opm market, a unii 
price against this contract was being determined from time to 
time and at one stage. the price was Rs. 1,8781-. At Lhis time. 

the firm wantcd fuithcr orders of composite bodies since t ! ~  
earlier order was coming to a close. In h'ovt~nih~:r. (972, a 
meeting was held in the Department of.  Defcncc Production. 
where the firm acceptcd thc existing price of Rs. 1,876;- foi. 

furthcr orders. It was also decided that th: kittablc bndics' 
order placed by Department of Defence Supplies would bc con- 
vcrtcd into composite body ordcr at a unit,pricc of Rs. 1.878;-. 
This pricc was taken as the guiding pricc for conducting nego- 
tiations with the othcr firms and during negotiations. it wa< 
possible to effect some reduction in th.- prices Thus. thc priw 
payable ro .:"firm ( C )  was Rs. 1.875:'- to *firm ( A )  was 
Rs. 1850/- and to :firm (D)  was Rs. 1.696/-. These 'prices 
were placed on firm. f'R'. :"C' and 3'9' on 23-5-72 for 2250 
accept during ncgotiations." 

1.24. Asked to explain the actual supplies of kittable badics (against 
501 bodieq enviwgcd in the revived ag~'ecment) nmdc by cach of the four 
firms and how their rerformancc compared with the revised orders actually 
placed on each one of them. the Miniqtry of Defence. in a writtcn note, 
have furnished thc following information in regard to supplies from various 
firms in respect of kittable bodies and composite bodies: 

Firm Kittahle bodies Composite bodies 
.- ----- 

*Firm 'A' . . , 8/72 50 no?. No supply has been rrrrived. 
4 j79 IOO nos. Order cancelled. 

I ( I  73 T 50 nos. 
5/74 I00 nos. 

400 Nos. _ __. - .  -_ - - - - -  
*M/F. Sion Garrage (P) Ltd., Bombay. 
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Firm Kittable bodies Coqmi te  bodies 

T*Firm 'B' . 3/73 282 nos. 
4/73 290 nos. 
5/73 lob nos. 
6\73 165 nos. 
7/73 I 1 b 110s. 
8\73 157 nos. 
9/73 222 nos. 

10173 202 IIUS. 

I I I73 265 nos. 
12/73 133 nos. 
1/74 ]ti2 nos. 

3 73 r no. 
12,73 50 nos. ---- 

51 nos. 

i n  ' 1 '  . . . No supplies. 
Order cancelled. 

2200 nos. --- 
4/74 82 nos. 
5/74 23 nos. 
b/74 4 I nos. 
7/74 17'3nos. 
8/74 195 nos. 
1/75 115 " 0 5 .  

634 nos. 
(supplied against 
order for goo nos.) 

Order short closed at 634 nos. 

No supplies. 
Order cancdlcd. 

1.25. As regards actual utilisation of kittabie bodies supplied by the 
.firms, the Ministry, in a note stated that in all 451 such bodies were s u p  
.plied by various firms to the vchicle factory and those were used in small 
lots by the factary for fitment on Nissan 1-Ton chassis. 

1.26. In view of the fact that no supplies of kittable bodies 5ad bcen 
.made by *firm 'B', the Committee desired to know the action taken against 
,the firm for its failure. In a note, the Ministry stated: 

''Mter the firm 'B' had accepted the price of Rs. 1,878,'-far the 
composite bodies and short closure of the order of kittable 
Bodies at 50 numbers. they represented for payment of cam- 
pensation. Since the offer made to the firm during the negotia- 
tion meeting in November, 1972 was in th -  natur: of package 
deal and the same was accepted by the firm. they were told to 
withdraw their claim for compensation. The firm 'B' did not 
do so and went on representing for payment of compensatim. 
As a result, the formal amendment regarding short closure of 
the kittable bady could not be issued. Memwhile the delivery - -- _ _ _  .-a -I_ - - - - . .- - -- -.. ..- 
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phod a g a b t  this drder had also expired; .thus, when the firm 
offered a mmple for inspection, the same could not be inspec- 
ted. The firm had only recently written a letter requesting fcr 
issue of the formal amendment short closing the hittable body 
order assuring that with the issue of thig amendment, all pend- 
ing issues wodd be sorted out. The amendment was, therc- 
fore, issued on 30-7-76 and the prototype submitted by the 
firm is being taken up for inspection." 

1.27. The Audit para points out that *firm 'A' was given an advance of 
Rs. 20.23 lakhs ,towards 'on account' payment in February 1972. As it 
had supplied only 400 kittable bodies until February, 1974 and had not 
commenced supplies against the revised contract (November 1973) fa 
2,600 compi te  bodies, a sum of Rs. 17.54 lakh was outstanding against 
the firm (January, 1976). The Committee desired $0 know the reasons ror 
advancing Rs. 20.23 la.khs to this brm inspite of the fact that the price 
settled with them for kittable bodies (Rs. 2725 each) was Rs. 150 to Rs. 
255 higher than the other three firms and whether the price settled had 
taken this factor into account. Justifying thc payment made to the firm, the 
Ministry of Defence have stated : 

"The policy of this Department is to give in deserving cases on 
account payment facility to finance the purchasing of raw mat- 
erials. It was in accordance with this policy that the firm 'A' 
was granted on account payment ta the extent of 90 per cent 
of the raw materials purchased subject to a limit of 25 per 
cent of the value of the contract. The fact that the firm was 
given on account paymefit, was taken into account while set- 

tling the contr8ctml price, which was Rs. 25/- to Rs. 281- less 
than the contm%t@ prices settled with firms t'B' & f'C'. " 

1.28. Enumerating the safeguards provided for recovery of the amount 
in the event of any default by .the firm and the steps taken after the firm 
had defaulted on delivery as originally scheduled far the recovery of the 
advance payment or for a proportionate adjustment when the value of the- 
ariginal order (Rs. 81.75 iskhs) had been scaled down to Rs. 48.1G lakhs 
in Nmember, 1973, the Ministry stated: 

"The on account payment was made :gainst a bank parantee 
which was enforceable by the Government in the event of any 
default. 

- -_- -- -. - - 
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It w& the decision d the Government to suspend production of 
kittable bodies of various firms and because of this suspension, 
the fum could not adhere to the delivery schedule stipulated 
in the contract for kittable bodies. As such, there had been no 
default on the part of the firm. On account payment of Rs. 
20.23 lakhs was made only after the firm had actuaIly purcha- 
sed the raw materials and produced invoices. The original Sup- 
ply order was amended after a lapse 09 22 months and as 
such, it was not possible to recover th; p-ymmt already made 
after the value of the contract was reduced on account of con- 
version 06 the order from kittable bodies to composite bodies.'" 

1.29. As regards action taken against the firm for the defaults in the 
supplies of both kittable and composite bodies and for the recovery of 
outstanding advances, the Ministry, in a nate, have explained the position 
@ under: 7 

. I \  

"So far as the original order for kittable bodies is concerned, t he  
firm was advised to suspend FpToduction in September, 1972. 
The suspension was lifted in respect of 400 kittable bodies 
d y  after the conversion of the order was settled in Novem- 
ber, 1973 and as such, there has been n o  default on the 
part of the firm in regard to the supply of kittable bodies- 
As far  as the amendment issued on 29th November 1973, 
.the firm was to submit acceptable pilot for composite body 
within 6 weeks of receipt of drawings. The drawings were 

despatched to the firm on 23rd November, 1973, and the firm 
tendered pilot for inspection on 8th January, 1974. Certain 
defects were found in the pilot and the firm was required to 
rectify the defects. Since then the firm submitted the pilot 
from time to time but every time some defect or the d h e r  

was noticed and finally on 14th March, 1975, the acceptance 
of the pilot was conveyed to the firm. It is also relevant to 
mention that the Vehicle Factorv.. . . . . . , . . . . , . .had placed 

embargo on this firm on supply of composite bodies from 
27th September, 1974, to 2nd January, 1975, on account of 
the stack position. The bulk delivery was to commence 
with?blt'3 months of the approval of the pilot and as such, the 

firm should have commenced bulk delivery from 14th June, 
1975. However, in May. 1975, the firm came forward for 
an increase in price 'which was turned down. Again in July, 
1975, tho firm requested firr Wce increase and thereafter it 
came to the notice of the Government that the firm diverted 
the raw materials for the purchase of which on account pav- 
mcnt had bcen granted for the execution of other oantracta- 



Therefore, the bank guarantee was enforced. The firm 
thereatter tiled a 'suit in the High Court of Judicature of B m -  
bay and obtained an injunction against t b .  Bank and the Ga- 
vernment. The outstanding on account payment has, how- 
ever, since been recovered." 

1.30. The Ministry of Defence also informed the Committee in this 
regard !hat in terms of the settlement reached befare the High Court of 
Judicature of Bombay, the contract for composite bodies was termjna ted 
a d  the firm refunded to the Government, the outstanding amount d on 
account payment (Rs. 17,53,986) together with an agreed sum of interest 
of Rs. 2 lakhs. 

1.31. The Committee desired to know the actual supplies of can- 
posite bodies received, fixm-wise, against the revised orders for 4.749 
bodies placed in 1973 and how the shortfall in supplies was met. In a 
note, the Ministry stated: 

"4,769 bodies comprised of four orders as under: 
-- 

Finn Quantity Rate per 
body 

Out of the four orders, the orders on Firms *'A' and **'D' were can- 
celled and the order on Firm Z'C' was short closed for 633 numbcrs as the 
lirm had ewessed its inability to supply this item t a  the Vehicle 

. . . . .  Factory. 

In the case of the order on Firm t'B', this was convertcd from kittablc 
bodies to composite bodies in November 1972. It may be pointed out in 
this case that the total order placed on this firm in November 1972 was for 
a quantity of 2200 numbers, of which. 850 referred to above. formed a 
part. 'Ihe balance 1350 represented the uncontracted quantitv for kittable 
bodies with the Department of Defence Supplies which was transferred to 
the Department of Defence Production in November 1972 for placement 
of an order on Firm +'B' for composite bodies. 
- - - - - - -- - - - - - -"- . - - - - -  
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In view of the above, besides the order on Firm t'B', supplies of bodies 
received by the Vehicle Factory were only 633 supplied by Firm I'C'. 

The production of Nissan 1-Ton vehicles in the Vehicle Factory. . . . 
for which these bodies were meant during the years 1972-73 to 1974-75 
was as under: 

- - -- 
Firm U ~ L C  of Quantq  Rate of 

ordcr body 

Rs. 
M/s Hyderabdd A l I ~ ~ y a ~ l  . . . 3-11-1972 2,300 1,696 

M/s Simplex Mettdica . n g - 1 2 - ~ y p  1,800 1,696 

Against the supply order placed on MIS. Hyderabad AIlwyn, it was seen 
in November 1'973 that no supplies had commenced from this firm and it 
was then expected that the firm would commence supplies from January, 
1974. 

In so far as MIS. Simplex Mettalics are concerned, the General Mana- 
ger, Vehicle Factory. . . . . . . . . . . . had mentioned in Auppst 1973 that the 
firm might commence regular supplies from September 1973. The position 
as on Novcmbcr 1972 when the order on Finn 'B' was concluded was that 
the Vehicle Factory. . . . . . . . . . . . . . . .had only a stock of 150 numbers of 
Rear Bodies and i t  was apprehended that the Vehicle Factory's production 
of Nissan I-'Ton Vehicles would come to a halt from January 1973. For 
this consideration, the order on M/s. Punj Sons was placed for 2.200 bodies 
at the rate of Rs. 1,878/- and thus the shortfall was met." 

1.32. The Ministry further stated that it would not have been possible 
to  maintain producthn of Nissan I-Ton vehicles at the factory without 
exploiting the source Mjs. Punj Sons which was a continuing one. 

1.33. In regard to the rate OF Rs. l.878/- offered to ffirm 'B'. the 
Ministry of Defence in an other note furnishcd to the Committee stated that 
this was based on the following further considerations: 

( i )  An order for 61.5 numbers of Nisssn 1-Ton Rear Bodies had 
already, been placed on this firm at Rs. 1,8781- in June. 1972 

(3)  Tn fixing this rate of Rs. 1.878/-. the price was brought down 
from Rs. 2.240/-. earlier paid to the firm for this item i n  con- - - - - - - --.". - - _ _ _  ___ __ ___ __. 
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sideration of the fact that ,Essentiality Certificate for steel would 
be issued to the firm and takilng into account the increase in 
price of JPC steel, statutory increase and increase in the price 
of the hardware items used in the store between November, 
1971 and June, 1972. 

1.34. The details regarding stockslquantitics on order, ordered on 
MIS. Punj Sons; MIS. Hyderabad Auwyn and MIS. Simplex Metallics and 
the actual performance, as in November, 1972, furnished by the Ministry 
of Defence are tabulated below: 

MIS. Punj Sons : In respect of the order dated 1 l t h  May 1971 for  
2,300 numbers composite bodies at Rs. 1,8781- per unit. sup- 
plies received were as , under: 

. . . . . .  1/72 . 540 nos. 
. . . . . . . . .  2/72 128 nos. 
. . . . . . . .  317 2 . 197 nos. 
. . . . . . . . .  4/72 156 nos. 
. . . . . . . . .  5/72 129 nos. 
. . . . . . . . .  6/72 200 nos. 

. . . . . . . . .  8/72 rgo nos. 
. . . . . . . .  9/72 I* nos. 

. . . . . . . . .  10/72 157 nos. 

. . . . . . . . .  11/72 158 nos. 

. . . . . . . . .  12/72 198 nos. 

TOTAL . 2300. nos. (order 
completed). 

This was followed by another order dated 20 January, 1973. details of 
delivery against which have already been given (see Para 1.24). 

MIS. Simplex Metallics: In respect of order dated 23rd December 
1972 for 1,800'numbers of composite bodies at Rs. 1,6961- 
per unit, supplies were received as under: 

3/73 . . . . . . . . .  . . 7 :. *no. 

. . . . . . . . .  7/73 35 nos. 

9/73 - .  . . . . . . . . '  ~ c m  rios. 

. . . . . . . . .  10173 225 nos. 



. . . . . . . . . .  1/74 150 nos. 

3/74 . . . . . . . .  180 nos. 

6/74 . . . . . . . . .  100 nos. 

. . . . . . . . .  7/74] IOO nos. 
(order . . . . . . . . .  8/74 99 nos. complete# 

TOTAL . 1,800 nos. 

M/s. Hyderabad Allwyn : In respect of order dated 3rd Novem- 
ber, 1972 for 2,300 numbers of composite bodies at Rs. 1,696/- 
per unit, supplies were received as under: 

. . . . . . . . .  21741 195 nos. 

3/74 . . . . . . . . .  470 nos. 
4/74 . . . . . . .  485 nos. 

. . . . . . . . .  5/74 195 nos 

. . . . . . . . .  11/74 255 nos. 

. . . . . . . . .  2!7S 75 nos. 

TOTAL . . .  2,300 nos. (order 
completed). 

It will be seen from the above that during the calendar years 1972 
and 1973, there was only one reliable supplier i.e., M/s. Punj 
Sons for supply of composite bodies to the vehicle factory. By 
virtue of their good performance ag&t supply order dated 
l lth May, 1971 which was completed in December, 1972, a 
second order was placed on 20th January, 1973 which was 
completed by January, 1974. It was d y  in July, 1973 that 



some production had commenced from MIS. Simplex Mat- 
talks and rn respeL~ of M/s. Hydzra~au Allwyn the first sup- 
plies commenced only In January, 1974. Illus, the need 
for placing a supply order on Mls. Punj Sons to ensure con- 
tinuity oi vehicle production in Vehicle Factory. . . . . . . . . 
during 1973-74 was fully justified. 

1.35. In this connection the Commlttce learnt lrom Audit that when the 
decision was : a h  (November 1972) by the Dcpnrirnent of Defence Produc- 
tion to place an order for 1350 composite bodies on MIS. Punj b n s  at 
a cost of Rs. 1,8781- each with a view to avoiding break in production 
at  the factory, there was also an offer from another firm for the supply 
of this item at Rs. 1,6961- which, however, was not accepted. aving 
reasons for not accepting the latter offer, the Ministry in a note, have 
stated: 

"Department of Defence Production was aware in November, 1972 
of the offer of MIS. Hyderabad Allwyp for supply of this item 

at Rs. 1,696)- per unit. I t  was then re:~lised th :~ t  placement of 
a .  order on MIS. Hyderabad AUwyn would have rncant d-;a! 
in the supply of Rear Bodies to match VF's requirement as 
it was seen that the firm would have taken not less than 3 to 4 

months before commencing regular deliveries. (In fact, the actual 
position was that cvcn after a period of one year i .  e. up to 

January, 1974. the firm had not commenced supplies and thus 
the apprehension of the Department of Defence Production in 
November, 1972 would stand vindicated). Otherwise. the pro- 
duction of vehicles in Vehicle Factory. . . . . . . . . .would have 
been in serious jeopardy and Vehiclc Factory would not have 
been able to meet Army's essential requirements for this vehicle 
for which it remains the only sourcc. Mls. Puni Sons had 
actually delivered the entire quantity of 2,200 from March, 

1973, to January 1974." 

1.36. According to Audit Paragraph, the Departments of Defence Sup- 
plies and Defence Production and the Ordnance Factory were concludiny 
separate contracts for composite bodies. at varvinn rates at about the 
same time. resulting in an extra expenditure of Rs. 8.4 lakhs. Asked 
whether this aspect of lack of coordination between different a~cnciec was 
considered by Government and whether anv remedial meawrcs have been 
taken in this reeard, the Ministry have replied: 

"The composite bodies had all along been procured directly by 
VFIDepartment of Defence Production. The kittable bodies 
being a development item, the Department of Defence Sup- 



plies was requested to develop more sources and accordingly 
this department placed various orders for kittable bodies. 
These orders were converted into orders for conipos~te bodies 
as a result of the decision not to go in for k~ttable bodies. 
The possibility of procurement of the composite bodies by 
various authorities does not exist any more. Procurement of 
this item in future will be dealt with by Vihicle Factory. The 
procurement by threc agcncles was a uniquc event and occur- 
red on account of special circumstances of the c:~sc". 

1.37. The Committee noted ihat in June, 1956 the P):!fmi.e Research 
and Devdopment Organisation developed a r;ew design of kittable body 
having maximum number o f  ccmmon components for Nissan as well as 
Dodge 1-ton chassis. It was claimed that the kittahlc body would offer 
advantapes in prodoctict~a, anain'cnance inlcwhmpeahifi<~ i c,lse of 
stocking in depot. '!'hr: design was approved by the Army Hradqwrters 
for introduction into servIre in Yovtmber 1966. Howwe:', it was onl!' 
in October 1967 that the Department of nelcncc Prodi~c?Ion in ronsulta- 
tion with the Director <;erwral of Ordnancc Factories, confirmed the 
switri~-over Srom 6:onlp:rilfe tt, "kitable bocks for these vc1;iAi.r from 
Xovcmber 1968. .iccurding lo the Ministry. this time-lay: w s  tn take 
info account ihc Imi! time for producticn of the kittabic bodies by the 
trade sorlrvw. ; r t  .lamar)- 1968 the DGOF locafcd a trzde snurce in 
R l w +  Gl.kbc. '1! or,.  ? ; e ~  Dclhi and p 1 3 d  r.b:.der c-n :hc:a;. tri .  !.ff+0 n.:!?- 
her of kittabi,~ Iwdici. ?'he firm c ~ d d  not for var;c:w reirwns k . 1 ' ~  q r  
to the srh2dalc and could supply only 475 hmiie: till & v i l  !!I?!. ~ i h o , ~  i t  
was dccidad b the Department of Defence Production to refer the matter 
to the Department of Defence Supplies for location of alternative sources. 

1.38 The Committee further note that H hen some supplies from ('he 
source located by DGOF (Messrs. .Globe Motors, Rew Delhi) had started 
arriving in the Vehicle Factory and thew were fitted on I'isw51 1-ton vehi- 
cles, certain disadvantageous design feature\ of the kitfable bvdicq b e ~ a n  to 
come to light. The design features which were reported as disadvantageous 
by the Canera1 Msnarer, Vehicle Factory in June 1972 were: 

(i) Three main parts of the body were held together hy bolts as 
against welded construction in the composite bodies. 

(ii) The nt~mhrr  of mounting stools far kittable body was only six 
as against twelve in the composite body. 

(iii) The extra stools in case of imported chassis would need to be 
rc~noved by flame cutting to suit @he kittable body. 

1.39. The General Manager is also reported to L v e  stated that the 
kittable body would be costlier than the composite body by Rs. 548 per 



mbide (as ag.hst Its. 245 estimsted e d h $  bmt ti& did nd t& h w  
~~ sa* by way of lower coat as the vebide wouM 
mot have ta be moved te the premirer all the hbrieatws. 

1.40. The Cornmitt& obferve t3bdIYldere the &ve disadvsintqp came 
to light, formal orders hld Been placed in January 1972 by 
the Department of Defence Supplies on , Ba/& Sion Garrap (P) Ltd., 
Bombay for 3,000 kittable bodies (value Rw.81.75 lakhs) and letters 
,of intent issued to three other firms [MIS. Punj Sons (P) Ltd., New Delhi, 
M/s. Jayanand Khira and Co. (P) Ltd., Bombay and M/s. New Model 
Industries (P) Ltd., Jullundur City] for 2.250 bodies in May 1972. Inspite 
of the General Manager's request for reconsideration of the decision, the 
Department of Defence Supplies in consuitation with the Ilirector General. 
Ordnance Factories, placed formal orders on the latter thee firms in 
August 1972, (value Rs. 57.45 lakhs). However, soon thereafter in Sep- 
tember 1972, on a further review of the matter by the Department of 
Defence Production and the Department of Defence Supplies, it was decided 
to foreclose te orders for kittable bodies except for quantities already fab- 
ricated or partly fabricated and to substitute the rest by composite bodies. 

1.41. The Committee are unhappy over the way the project for switch- 
over from composite to kittable bodies for Nissan/Dodge l-ton chassis 
was handled by the concerned Departments of the Ministry of Defence. 
The Committee find that one of the main advmtages in production i.c. 
maximum nomber of common components for Nissan and Dodge l-ton 
chassis had no relevance ab initio since it was known by that time that 
Dodge l-ton chassis were not likely to be inducted into service any more. 
The estimated extra cost of Rs. 245 per vehicle also proved to be a gross 
under-estimate since the Littable body actually cost as much as Rs. 548 
more than the composite body. 

1.42. The Committee are constrained to point out that the time lag of 
two years from November 1%6 to November 1968 between the approval 
of the design by the Army Headquarters and the date of switch-over pro- 
posed by the DeparCaent of Defence Production should have been utilised 
for conducting extensive trials on the prototypes of the new design. 'Zrhe 
Committee have no doubt that had this been done the disadvantages of 
the, kittable body which came to light in June 1972 could have been real- 
ised much earlier. 

1.43 The Comm&tee are indeed surprised that in case of a develop- 
mental item l i i  this the Dep91.tmeat of Defence Production did not bother 
to carry out even a e o a t - W t  emloation of the change-over before giving 
clearance for the new It W k  tsilr years and e4gbt months for the 
Department to descover iLr disadvsrEageous featmes of the kittshle body 
d the ertro cod h*etrsd. It L d o d m a t e  ,tiut even tbouprR as 
-9 as 475 W(Mde b o b  bl b#a obhbd tfuougb a trrde source 



[between January 1968 and April 1971, firm conclusions as to the basic 
utility and economics of the change-over were reached only by September 
1972 by which time bulk orders for 5,250 kittable bodies had already been 
placed on as onany as four firms. The Committee consider that if only L e  
various Departments concerneci with the project i.e. the Defence Research 
and Development Organisation, the Department of Defence Supplies, the 
Department of Defetnce Production, the Director General, Ordnance Fac- 
tories and the Vehicle Factory had worked in close concert and shown 
sufficient concern about the technical and financial implications of the 
change-over, the project would not have been pr:~ceeded with in this 
manner. I*I m 

1.44. The Committee take a serious view of the regrettable action of 
the Department in deciding to place further orders on MIS. Punj Sons; 
M/s. Jayanand Khira & Co. and M/s. New Model Industries in August 
1972 inspite of the specific request of the General Manager of the Vehicle 
Factory for reconsideration of the decision about kittable bodies. The 
Committee arc not convinced by the argument that "if the Department 
backed out of the commitment after having issued the letters of intent, it 
would project a very poor image of itself and such a step would be detri- 
mental for the ambitious development programme that had been taken in 
hand." The data given in para 1.24 above would dhow that M/s. Sion 
Garrage had supplied only 50 kittable bodies before it was decided in Sep- 
tember 1972 to foreclose the contract. M/s. Jayanand Khira QL: CO. 
supplied in all 51 kittable bodies between March and December 1973. No 
supplies were received from M/s. Punj Sons and M/s. New Mqdel Jadu* 
tries. The Committee consider that under the circumstances Govern- 
men! would have heen well advised not to follow up post haste the letter 
of intent by firm order in August 1972 and instead negotiated the matter 
with the firms. 

1.45. The Committee find that the performance of M/s. Sion Garrage 
was singularly unsatisfactory. This is home out hy :he fact that even 
though the price agreed to in this case was the highest ar compared to that 
allowed to the other three firms and notwithstanding the fact that 'on ac- 
count' payment of the order of Rs. 20.23 lakhs had been made to the firm- 
in February 1972 representing 25 per cent of the value of the order, the 
f h  could supply only 400 kittable bodies till March 1974 out of the total 
of 3,000 bodies contracted to bc supplied by September 1973. Even the 
substitute order for 2,600 composite bodifs placed in November 1973 
remained unexecuted and had, to be cancelled. Jn fact, the firm k said 
to 'have diverted the raw materials for the purchase of which 'on account' 
payment had been made, for execution of their other contracts. The 
Committee understand that the. outstanding amount of Rs. 17.53 lakhs has 

.since been realised together with an agreed sum of Rs. 2 lakhs as interest. 



The Committee consider thst apart from a thorollgh verification of the- 
bonafides aad capabilities of the firm before giving them a large order of 
Rs. 111.75 lakhs, it was incumbent on the Government authorities concern- 
ed to make sure that the material purchased by the firm from Goverrmment 
money was not diverted elsewhere. The Committee also desire that the 
circlnastances in which an order for 3000 kittable bodies valued at Rs. 81. 
75 l a b  was placed on M/s. Sion Garrage at a rato much higher than that 
allowed to other firms, for tche grant of special accommodation of 'on ac- 
count' payment of Rs. 20.23 lakhs to the firm and for failure to observe 
vigilance against diversion of scarce raw materials and tmke remedial mea- 
sures in time should be rhoroughlg probed by Gotcnlment wiih :r tiew to 
fixing responsibility. The Committee need  hard!^ point out thai in vicn 
of the unbecoming performanc~. of llic firm more particularly tlw unautho- 
rised diversion of Government funds on its part, effective acfion should 
be taken to see that the firm does not apairm defraud th,. Goverllmrnt in 
other contracts. 

1.46. So far as M/s. Punj Sam are crrnccrnvd, the Crwm~i'~ce find that 
the order for 900 kittable bodies placed in August 1972 was converted to 
850 composite bodic?; in 'Vovernoc;. !('-* . ... - . lov evc. I i t  was 
firm was aihtted Ls. I .Y 7s p ! : ~  3rc,:i: ;(. .:g..k ,: ?:i< ;(,ne,i s, ; . : .~  ;it' i l r ; .  :.C06 
scltled ~ i i l ' :  M/s. !'id5 h ? ~ k P  '1.: 3ril,?i;eb, Ks 1.350 srl:!:,.: \,ilh M/s. 
Sion Garrage, and Rs. 1.875 with M/s..  Jayanand Khira and Co.. The ratc 
of Rv. 1,878 per body was allowed in tbk case not only tor compositr 
bodies substituted for kittahle bolies (ordered by the Departmcn* of W f -  
ence Supplies) but also in respect of a firriher ordrr. b... 1 350 ~ o w w ~ ~ i e  
bodiers placed by the Department of Defence Production. Thr Commitlce 
note that the base price against this crder v w  R;;. 1.696 or1 tlae basis of 
JPC prices. On the basis of steel being supplied partlv from PC: and 
partly from open market, the unit pricc was dctormind from time to time 
and at one stage the price was Rs. 1.878. The other gnidin~ facfor in 
agreeing to this rate is stated to brt that fhe stock position wifh the Vellicle 
Factory as in November 1972 had depleted to 150 nurnh~:~ onlv and it 
was feared that th: Vebicle Factorv would come to a halt from Janllary 
1973. 

1.47. The Committee, however, observe that about the ssme time 
(November/December 1972) the Ordnance Factor; canrl~~ded confracfs 
with two other firms W/s. Hyderabad Allwyn and MIS. Simplex Mettal- 
ics) for 4,100 composite bodies at Rs. 1,696 mch (value Rs. 69.54 l a b )  
plus an amount of Rs. 1.10 lakhs allowed as escalation. The Committee 
are not quite convinced by the argument put forfh by the Minishy about 
the possible stoppage of prodaction in the VehicIe Factory as a reason for 
agreeing to a price of Rs. 1,878 and near-abou! d t h  firms (M/s. Sion 
Garragq M/s. Panj Sons and M/s. Jayanand Krirs and CO.) in view of the 



fact that agreements with three other firms M/s. New Model Indw6ries; 
M/s. Hyderabad Allwyln end M/s. Simplex Mettalics were arrived at a cwt 
of Rs. 1,696 per body at about the same time. The Committee feel tbat 
e m t  efforts should have been abde to bring down the-price as much as 
possible so that it was not much higher than Rs. 1,696 which was settled 
to be paid to two other firms for supply or composite bodies. 

1.48. Another interesting aspect of the case is that the Department of 
Defence Supplies, &e Department of Defence Production and the Ordn- 
ance Factory were concluding separate contracts for composite bodies a t  
varying rates at about the same time. As pointed out in the Audit para- 
graph, this resulted in an extra expenditure of Rs. 8.4 hkhs. According 
to the Ministry, "procurement by three agencies was a unique event and 
occurred on account of special circumstances of the case" and that 'Ybe 
possibility of procurement of composite bodies by various authorities does 
not exist any more." The Committee have already drawn attention in 
para 1.43 above to the lack of coordination between L e  various Depart- 
ments in processing kittable bodies as a developmental item. The Corn- 
anittee trust that necessary lessons would be drawn from Government's 
experience in this case so that such costly lapses do not recur, 



PROCUREMENT OF PlPES 
Audit Paragraph 

2.1. Based on the scales for reserve stocks d engineering stores 
approved by Government in April 1969, the requirements of pipes (cul- 
verts) were assessed by the Army Headquarters and an 'operational' 
indent placed on the Director General, SupPlies and Disposals in Septem- 
ber 1969 for procurement d four different sizes of pipes by December 
4970 at an estimated cost of Rs. 16.58 lakhs as under 

Diameter Quantity in metres Estimat4 .rate 
per metre -- -- 

2.2. Since the drawings in respect of 3 6  and 48" diameter pipes 
were not available with the Chief Inspector (Engineering Equipment), 
these were deleted from the indent in March 1970 and the indent value 
revised to Rs. 8.97 lakbs. 

2.3. In July 1970 tendels were invited for 24" and 3 0  pipes by the 
Director General, SuIJp.lies and Disposals who advised the Army Head- 
quarters in September 1970 that one foreign and two indigenous offers 
had been received. Indian firm *'A' had quoted Rs. 78 
and Rs. 130 per metre respectively for 24" and 3 0  pipes as per Indian 
Standard specification. The other Indian firm S'B' had quoted Rs. 390 
and Rs. 410 per metre respectively for these pipes according to the 
Defence drawings. The offers of firms *'A' and +'B' were (after exten- 
siohs) valid upto 21st October 1970 and 30th September 1971 respect- 
ively. Assuming that the lower offer of firm *'A' according to 
Indian Standard specification would meet their requirements, the Army 
Headquarters modified (February 1971 ) the value of their indent to ' 
Rs. 18.12 lakhs on the basis of the tendered rates and a fresh assessment 
of requirements. 

*M/s. Spun Pipe India Private Ltd., New Delhi. 
t M / s .  Spun Pipe and Construction Company of India Ltd., Bomtey. 



2.4. In March 1971, the Director General, Supplies and Disposals 
.asked Army Headquarters for a specific confinnatim that the pipes offer- 
ed by firm *'A' would be acceptable. Army Headquarters then got the 
matter examined by the Dcfence Inspe~tor~ite and found that these would 
not meet their requirements. The Director General, Supplies and Dis- 
posals was informed accordinply in June 1971. The case for procure- 
ment of pipes from firm YB' involving an additional expenditure of 
Rs. 41.98 lakhs was considered by Government during August-October 
1971.. But the rates werc considered exorbitant and no orders were 
placed. 

2.5. In December 1971. the rcquircments of these pipes were re- 
assessed by the Army Headquarters and in June 1972 a fresh indent 
was initiated for three sizes of pipes (including 48" pipes for which draw- 
ings were finaliscd in December 1971): 

Diameter Quantity in meters Estimated rate per metre 

48" 2.000 500 -- -- - .- ----. -- -- - - - 
*Quantity reducrd to 21 7 nletres in Tuly ,974. 

. 2.6. The indent was routed through the Chief Inspector for up-dating 
the drawings and the vetted cdpies of indents were received by the 
Director General, Supplies and Disposals an 18th October 1972. No 
specifications were, however, available for any of the above pipes. In 
February 1973, it came to light that even the dr~wings indicated in July 
1972 were not approved through user trials. It  became necessary, 
therefore, to revise the drawings an the basis of samples available in the 
depots and these were ultimately finalised by the Chief Inspector in 
September 1973. 

2.7. Tenders were invited by the Director General, Supylies and Dis- 
posals in September 1973 and quotations received from five unregistered 
firms (including firm :'B' which had quoted earlier in 1970) were opened 
in December 1973. The rates quoted by firm t'B for 24" and 30" pipes 
were Rs. 550 and Rs. 660 per metre as compared with Rs. 390 and 
Rs. 410 quoted earlier in 1970. After negotiations with two firms (fiml 
f'B' and another firm YC which was recommended by the Chief Inspector 
--- - - - -  -- - - -- -- . - - - 

*M/s. Spun Pipe India F W  Ltd., New Delhi. 
tM/s .  Spun Pipe and Construction Company of India Ltd., Bombay. 
$M/s. Appliaqces Manufacturing Co.. Faridabad. 



for small orders), two contracts were concluded in October 1974 involv- 
ing an additional cost of Rs. 3.81 lakhs in respect of 24" and 30" pipes: 

Diamrter Firm Quantity in metres Rate per metre. 

2.8. The £irms were required to submit advanix samples to the Chief 
Lns$mtor f a r  test and approval by December 1974iJanuary 1975 and 
the delivery period was dependent on the approval of advance samples. 
Neither firm has so far submitted the Samples and tire supplies originally 
required by December 1970 have not so far materialised (August 1975). 

2.9. The Am~y Headquarters had statcd in Julir 1972 that a large 
number of culvcrts had to be collected from Iccal civil sources for use 
during operations and where ;hc\t. werc not nvail:lhlr, improvisation was 
resorted to which was time consuming and not satisfactory. 

[Paragraph 33 of the Report of the Corltptrollcr and Auditor General of 
India for the year 1974-75, Union Gcavernment (Defence Services)]. 

2.10. The audit Paragraph states that the srlppiies of pipes originally 
required by December 1970 had not materialised till  August 1975. The 
committee desired to know how the requirements of these stores were 
actually met during 1969-75. The Ministry of Dcfcnce, in a note, 
have stated: 

"Pipe Culverts required were far Engineer Theatre Stores Reserve 
(ETSR). ETSR stores are normally required during operations. 

During the operations of 1971, the then existing stock of Pipe 
Culverts was utilised. In addition, a large number of Pipa 
Culverts was collected from local sources for use during 
operations. Where even these were not available, improvisa- 
tion was resorted to meet the operational requirements." 

2.11. It is seen from the Audit paragraph t h ~ t  the requirements of 
different sizes cd pipes and the estimated cost thereof had been periodi- 
cally revised (September 1969, February 197 1, June 1972 July 1974) 
by fie Army Headquarters. Asked to indicate the basis on which the 
-.. -- -- -- _ _  - - - -  ___."______C---..-.-.- 

. t"/ s. Spun Pipe and Constructir*, Company, B o m h ~ ~ .  
$M /s. Amliaqces Manufacturing Co., Farfdabad, 



sequircments and costs had been assessed by the Army Headquarters from 
.time to time, the Ministry replied: 

"Requirement of Pipe Culverts indicated to DGS&D in the indent 
of Sept., 1969 was based on the deficiencies revealed as a 
result of provision review carried ou,t rn the holdings against 
authorisations. 

It  was subsequently revealed on reconciliation of figures in Sept., 
1970 that there was discrepency in the report submitted by 
the Army Statistical Organisation; as such, requirement had 
to be warked out afresh. Based on the revised requirement, 
the indent was amended in February 1971. Estimated cost 
of the indent was also revised on the basis of rates quoted 
by the lowest tenderer to DGS&D. 

In Dec., 1971 a fresh provision review was carried out on the 
basis af AS0  Census Return as on 31 July, 1971. There 
was variation in rcquiremcnts as wcll as the rates which had 
risen considerably. Accordingly a fresh indent was formulat- 
ed showing rates based on information collected as under: 
(a)  Tenders received by DGS&D. 

(b) Rates paid by DGBR for similar stores procured by 
them. 

(c) Prevailing cost of corrugated sheets of varying guages. 

Due to the changed situation in the east, necessity for recoupment 
of entire ETSR was re-examined and it was decided to obtain 
the requirement in yearly phases as under: 

Description 1972-73 1973-74 1974-75 

Quantity Quantity Quantity 

Pipe Culverts 24" . 1000 Mrs. 1000 Mtrs. 503 Mtn. 

Neither the quantities nor the rntm in the indent already projected 
to D.G.S&D. on 15 June 1972 were revised in July 1974. 
D.G.S.&D. were. however, advised t a  restrict thc placement 
of order of 24" dia pipe culverts to 217 Mtrs. as minimum 
quantity which would be sufficient for the placement of a trial 
order could not be assessed. This was done based on the 



instructicllls of Ministry of Finance (Defence to rqstrjq. t I j q  
pxoetmmmt to 213rd EllWentitlement pendihg thk' gepera.. 
review of ETSR and was also influenced by the recommenda- 
tion of Defence Inspectorate to place only trial order against 
2 4  dia pipe culverts on M/s.. . . . . . . . . . . . . . . . . ., Farida- 
bad. The deficiency was as follows: 

-- -- -- 
Deficiency on the Qty. shown in the 
basis of 2/3rd ETSR indent 

- - .--. 
Pipe Culverts 24" . . . . . .a17 Mtn. zooo Mtrs. 

Pipe Culverts 30" . . . . . 7376 hltrs. 5000 Mtrs. 

Pipe Culverts 48" . . . . 2592 h4tn. 2ooo Mtrs. 

Since only trial order was to 'be placed on M/s.. . . . . , . . . ., the 
DGS&D were asked to restrict the procurement of 24" dia 
pipe cdverts to 217 Metres. However, the indent was not 
amended according to the requirements warked out on the 
basis of 2/3rd ETSR as shown above, but restriction was 
imposed on the procurement of 24" dia pipe culverts only." 

2.12. The Committee desired to be informed of the procedure pres- 
cribed in regard to the incorporation of drawings and specilkations in the 
indent before its transmission to the DGS&D. The Ministry of Defence 
in a note have stated that the Chief Inspector, Chief Inspectorate of 
Engineering Equipment. . . . . . . . . . . . . . is the Authority Holding Sealed 
Particulars (AHSP) for pipe culverts. "As per the procedure prevalent, 
the indents were forwarded to C.I.E.. . . . . . . . . .for check and onward 
transmission to D G W  with necessary pa'per particulars viz., drawings 
and specifications." 

2.13. According t a  Audit Paragraph, the drawings in respect of 36" 
and 48" diameter pipes were not available with the Chief Inspector 
(Engineering Equipment) and so these were deleted from the indent in 
March 1970 and the indent value revised accordingly. The drawings for 
48" pipes were finalised only in December 1971. The Committee desired 
to know the steps taken to ensure the availability of drawings and speci- 
fications at the time the indent was raised and for their early finalisation 
thereafter and the reasons for a delay of 27 months in the finalisatim of 
drawing for 48" pi'pes. The Ministry have stated: 

'&Indent was sent by the Army HO to C.I.E. . . . . . for attaching 
the drawings, specifications and onward transmission to 
DaS&D." 



"CIE.. . . . . . . . . . . . .forwarded the indent to DGS&D after vetting the same $ y" .nd 30.' PLp .Oulvcrta hr whish drawing3 were available with +em. 
regs& gaper partmdan for 36" & 48" Pipe Culverts, CIE stated that smce 

the paper articular5 were not available with them, demand for these s y r q  be 
placed on %cchnical Committee Engr. Stores. 

The proposal of CIE. . . . . . . . . . . . . .was not acceptablc to AHQ(Ein-C's Br. 
they were informed to finalise the drawings for 36" and 48" dia. i r n m d t e l y  
and clear these items also to DGS&D duly supported with relevant documents. 

Diectoratc of Production Eqpt. ~ffs~ectorate of Enginr. (DPiE) instructed CIE 
to get the drawings from Research and Development Establishment Engineers 
R&DE (E) a d  in case of any difficdty their (DPIE,) ofFice be apprdached. 

DPIE were expedited to intimate the position. 

CIE informed DPIE that drawings for 3 6  and 48" Pipe Culverts were not available 
yith R&DE. 

CIE informed that as the Pipe Culverts 36" had been introduced in service long 
ago, their paper particulars were not available. They therefore desired to 
know the Depot holding the item for preparation of the drawings. 

As regards pipe culverts 4R" dia. pipc, CIE mentioned that this item had 
not been introduced into service. He, simultaneously, approached DPIE 
for its development and preparation of relevant paper particulars. 

DPIE asked Ein-C's. Br. to take up the matter with R&D for development o f  
48" Pipe Culverts. 

Following the authorisation of 48" dia. Pipe Culverts in the ETSR in April 
1969, the information about the store was reflected in the A S 0  return in ~ 9 7 0  
for the first time. 

R&D were therefore asked to reconsider the case and, if desired to inspect the 
stores at  the holding depot for preparation of p a p a  particulars. 

Simultaneously, DPJE were informed that due to meagre requirement of 36 
dia. Pipe Culverts, no procurement action was required. 

RD-43 mked Ein-C's Rr. to forward qualitative requirement for preparation 
of paper particulars of 48" dia Pipe Culverts. They also requested for sending 
a s a q l e  of these culverts to &&DF(E). 

RD-43 were r ucsted to prepare the qualitative requirement in c&t$tion 
with the A ~ P  on the basis of Pipe Culvep &is dia held with the Engineers. 

RD-43 were inbrmed that no qualitative requiremint was necessary fiw 48" 
Pipe Culverts. They , should, therefore, prepare drawings and specifiptiops 

on the bash ofpipe Culverts already held in stock. 

RD-43 were expedited to finalise drqwings and spccificatiom. 

RD-43 informed that they had expedited R&DE(E) to finalise the drawings 
and specifications immediately. 

RL)-43 were expedited to prrpare drawings and specifications on operational 
priority basis. 

RD-43 forwarded drawings, preparcd by RBDEE)  for cormgatrd Pipe Culverts 
48" tila. The dimensions were b a d  on Pipc Culverts held in stock. TLy 
however, observed. 

( i )  Manufacturing tolerances werr not given on the drawings as these were 
not known. 

(ii) W t i n g  culverts were found to be varying in dimensions at certain places, 
and that such dimensions had been suitably marked on the drawings. 



(iii) Number of components required per lmgth of the culvertr mr not 
known and, therefore, auld  not be shown on the drawinlp. 

[9*7-71 The draw- received h m  -3 were forwarded to &G-5 arking than to 
check the hwinga and get them duly realed by AHSP. 

112-10-71 The drawings were checked by EG5 and they asked RD-43 that these be 
.sealed by &sP. 

125-10-71 RD-43 were asked to confirm that the drawings of 48" pipe culverts had beto 
rent to AHSP. 

b*xz-71 RD-43 confirmed that the . d r a d  had been scaled by R&DE(E) and handad 
over to CIE." 

Asked if the drawings for 36" pipes have been finalised; the Ministry 
have stated that: 

"The drawings for 36" dia pipe culverts were not Gnalised be- 
cause of the meagre requirements and also because these were 
not to be procured." 

2.14. The Audit Paragraph points out that on the b& of tenders 
invited in July 1970 offers from two Indian k-ms and one foreign firm 
had been received. Indian Firm 'A' (MIS. Spun Pipe India Pvt. Ltd., New 
DeIhi) had quoted Rs. 78 and Rs. 130 per metre respectively for 24" and 
30" pipes as per Indian Standard Specification. The other Indian Firm 
'B' (MIS. Spun Pipe & Construction Company of India, Ltd., Bombay) 
had quoted Rs. 390 and Rs. 410 per metre respectively for 'these pipes 
according to the Defence drawings. Assuming that the lower offer of 
MIS. Spun 'Pipe India Pvt. Ltd. would meet their requiremihts, the Army 
Headquarters modified (February 1971) the value of their indent to 
Rs. 18.12 lakhs on the basis of the tendered rates and a fresh assessment 
of requirements. 

2.15. The Audit Paragraph further points out that in March 1971, 
the DGS&D asked Army Headquarters for a specific confirmation that the 
pipes offered by M/s. Spun Pipe India Pvt. Ltd. would be acceptable. 
Army Headquarters then got the matter examined by the Defence Inspec- 
torate and found that these would not meet their requirements. The 
Committee wanted to know the considerations on which the Army 
Headquarters had modified the value of the indent on the basis of the ofier 
of M/s. Spun Pipe India Pvt. Ltd. without verifying the suitability of 1. S. I. 
specification pipes. In a note furnished to the Committee in this regard 
the Ministry of Defence stated: 

"The rates in the indent are estimated rates and are normally in- 
corporated based on the lowest rates available. In case of ' subslantial variance at the time of the receipt of tender the 
DGS&D invariably obtains confirmation for provision of addi- 
tional funds. In this case also, the DGS&D on receipt of 
tenders, had asked us ta provide additional funds as the rates 



received were higher than the estimated ones. In the mean- 
time amendments to tlie holding had been notified by ASO, 
a fresh provision review was therefore, carried out and the 
indent was amended giving the revised quantities and the 
revised cost based on the lowest quotation considering inter- 
alia that the specifications might meet technical requirements. 
However there is nothing on record to show the basis of 
m i s i o n  of lowest rates based on IS1 specifications. In , 
order to ascertain confirmation in this regmi, the matter was 

referred to the actual users on 27 April 1971, who later 
informed on 22nd May, 1971 that NP3 pipes confirming to 
IS1 specifications were not suitable and as such not accepta- 
ble". 

2.16. Asked whether firms MIS. Spun Pipe India Pvt. Ltd., New Delhi 
and M/s. Spun Pipe and Construction Company of India. Ltd., Bombay 
wcre inter-related, the Ministry of Defence have stated: 

"We have no information whether the firms M/s. Spun Pipe India 
Pvt. Ltd., New Delhi and M/s. Spun Pipe and Construction 
company of India Ltd., Bombay are inter-related. Ministry 
of Supply/DGS&D have however. stated that the firms are 

not inter-related." 

2.17. It  has been stated in the Audit Paragraph that the case for 
procurement of pipes from M/s. Spun Pipe and Construction Com-an; of 
India, Ltd., Bombay involving an additional expenditure 
of Rs. 41.88 lakh was considered by Government during August-October 
1971, but the rates were considcrcd cxorbitant and no orders wcre placed. 
Asked whether the decision of Government in this regard was influenced 
by the fact that the costs were grossly under-estimated by the Army Head- 
quarters initially, the Ministry replied in the negative and added: 

"For the processing of the case for sanction of additional funds, 
certain details/clarifications were necessary, but before these 
could be obtained and the issue finalised, the va!idity of this 
offer of firm had expired. 

In the meantime, fresh census return was received from ASO. It 
was, therefore, decided to carry out fresh provision revlew 
and initiate revised indent on DGS&D." 

2.18. The Committee desired to know why th? revised indent stated 
to have been initiated in June 1972 on the basis of reassessed requirements 
of pipes including 48" p ips ,  drawinp for which had been finalised bv 
then by the Army Headquarters i n  1)ccember 1971 was received by th* 



D G r n  in October 1972 witbout any s ~ e c d j a t i o q  yyb was ra- .... - . . popible for the lbse .  The ~ i n i k y ,  in a noe,  haye 
"The time-lag between initiation of indent on 15-6-72 and can- 

sequent submission to DGS&D is on account of the follow- 
ing :- 

(a)  Indent was forwarded to CIE, on 16 June, 1972 for vetting 
and return to Army HQ/E-in€ Br. This was necessary 
because in case of any observation )by CIE, necessitating 
amendment to the indent, the same was desired to be 
carried out by ADQ/E-in-C's Br. Qebore spbmission of 
indent tca the DGS&D. 

(b) On 15-7-72, CIE asked for issue of certain amendments to 
the indent. Simultaneously they informed that no speci- 
fichtions were available for pipe culverts, but that they 
were sending separately 10 sets of mctricised drawings. 

(c) On 8 Aug., 1972, CIE, forwarded 10 sets of drawings to 
B-in€ Branch. On 16 Sept., 72 indent with drawings was 
forwarded ta DGS&D, New Delhi, for procurement action. 

(d) On 5 Oct., 1972, CIE also forwarded 5 copies of the 
vetted indent to the DGS&D New Delhi. 

As seen from the above, the time-lsg from the date of initiation 
of indent and its submission t a  DGSD was due to vetting 
of the indent and forwarding of drawings. The formulation 
of drawings and specifications is the responsibility of AHSP. 
Since only the drawings were availalble, the same were for- 
warded t a  the DGS&D." 

2.19. Asked how it came to be known only in February 1973 that 
even the drawing cited in support of the earlier indent were not correct 
when the same authority had cited these drawings while vetting the indent 
in October 1972 and whether the drawings indicated in October 1972 
were duly sealed as authorised, the Ministry in a note have clarified: 

"When the indent was placed in June 1972, the designs for pipe 
culverts of different sizes were not available. The drawings 
produced by Research ~ n d  Pevelopment were, however, 
quoted in the tender enquiry as the requirement of pi@ 
culverts was urgent. But since no user trials on culverts 
based on these drawinps had been carried out, CIE. . . . . . 
were entrusted the job of preparation of drawings after study- 
ing the pipe culverts held in stock. In this connection, a 

copy of CIE.. . . . . letter dated 27-2-73 and a copy of DPSf3 



letter dated 10-8-73 are enclosed as annexures 1 and XI. 
Since the job of preparatios of revisgd drawings meetings 
better technical requirements was completed before the open- 
ing of the Tender Enquiry in 1973, it was considered adviw- 
ble to procure pipe culverts b-sed on these revised drawings. 

Drawings in respect of pipe culverts of 48" dia were sealed, but 
infarmation with regard to 24" dia and 30" dia culverts is 
not readily available." 

2.20. It is seen from the Audit Paragraph that after inviting tenders 
in September 1973, contracts were concluded by the DCiS&l> in October 
1974 with two firms M/s. Spun Pipe and Construction Company of India 
Ltd., Bombay and M/s. Appliances Manufacturing Company, Fridabad, 
which was recommended by the Chief Inspectior for small orders. Asked 
to state the reasons for wide variations in the rates an which orders were 
placed on these two firms, the Ministry have informed in a written note: 

"Department of SupplyjDGS&D have stated that orders on firms 
t'B' and WC' were ?:aced by them at the tendered ram.  No 
'Last PurchLse Price' was available with the DGS&D in as 
much as the P i p  Cclverts under reference were being pro- 
cured for the first time through the indigenous saurce. In 
the absence d any Cost Cell in the DGS&D, no detailed cost 
examination of the stores was undertaken by them to verify 
the reasonabieness or othewise of the prices quoted by the 
two firms in question. The Department of Supply have 
stated t h ~ t  the wide variations in the rates G6 the two firms 
may be due to their production technique, labour charges, 
over-heads and profit margin etc." 

2.21. Mjs. Spun Pipe and Construction company of India Ltd., Bombay 
and Mk. Appliances Manufacturing Company, Fridabad, were required to 
submit advance samples to the Chief Inspector for test and approval by 
December 19741 January 1975 but neither of the firms had complied with 
the requirement upto August 1975 though the delivery period was depen- 
dent on the approval of these samples. The Committee enquired whether 
the firms had since supplied the samples for test and approval and if so, 
whether these were found acceptable. In a note, the Ministry have stated: 

"MIS. Spun Pipes and Construction Company of India Ltd., 
Bombay, had not submitted any sample. Though MIS. 
Appliances Manufacturing Company, Faridabad, had sent the _ _ _ _  _ _.- _ ._ ^- -- -- I __ _ -- __- _ __ 

tM/s. Spun Pipe and C o n s t r ~ ~ r t i o ~  Company, Bombay. 
?AT/s Audiance~ Manufacturing Co., Faridabad. 



sample on 25 December, 1975, the same was rejected by CIE, . . . . . . . ..The firm could not produce acceptable sample there- 
after." 

2.22. Asked what action was taken against the firms for the delay, 
-the Ministry have stated: 

"The A/T placed on M/s. Spun Pipes and Construction Company 
of India Ltd., Bombay, has been cancelled by the DGS&D 

withouq any financial reprecussions on 5-6-76. The A/T 
placed on Mjs. Appliances Manufacturing Company, Farida- 
bad, has since been cancelled by the DGS&D at the risk and 
cost of the firm on 5-1  1-1976. It has bccn intimlcd to the 

DGS&D that potential loss of Rs. 14.07 lakhs and actual loss 
of Rs. 7,92.680 '- has been suffered. They have been asked 
to recover the total ioss :,ctual rind potential from the firm." 

2.23. Explaining the actim proposzd to be taken to obtain the stores, 
the requiremnt of which was staled to be operntionnl, thc Ministry in a 
note, have stated: 

"DGS&D had indicated th: t there was no indigeno~.s source: for 
suplply of these pipc culverts, and as such, thcse could be 
imported for which necessary foreign exchange and DGTD 
clearance was required. Since the proposal of DGS&D is not 
acceptable, the procurement xtion is kin:!  initi.:ted through 
Tender Purchase Committee. ESP DtelE-in-C'S Branch." 

2.24. The Committee note that an indent was placed by the Army 
Headquartem on the DGS&D in September 1969 for procurement of pipes 
(Culverts) of different sizes required for Engineer Theatre Stores Reserve 
(E.T.S.R.). Tbe indent was accorded 'operational priority' as the pipes 
were required urgently (by December 1970). However, due to various 
acts of omission and commission the supplies did not materiali~e. 

225. The Committee find that the indent placed in September 1969, in 
respect of 4 sizes of pipes, i.e., 24". Wr, 36" and 48". dia. had lo be modi- 
fied a few months later since the drawings Sa resptct of 36" and 48'' pipes 
were not available. A revised indent was placed in March 1970 e~cluding 
these two dzes of p i p .  Drawings for 48" pipes which had not been 
introduced in service till then cotdd be finalised onlv in December 1971. 
As regards 36" pipes, the Committee underatand that these were in- 
duced long ago and "their paper particulars were not available". Dee to 
meagre requirement of mch pipes, it was decided to dron pro:~~rement 
action for them. However, as pointed oat in the Audit ~araprsph. pm- 



curement action in respect of the other two sizes of pipes i.e. 24" and 30" 
dia. could also not be proceeded with as offers from both the indigenous 

were found to be unsuitable. 

2.26. Based on a reassessment of requirments in December 1971 a fresh 
indent was placed in June 1972 for 2 4 ,  30" and 48" pipies. .This was 
meived by tbe DGS&D only in October 1972 as it had to be muted 
through the Cheif Inspector (Engineering Equipment), who was asked to 
update the drawings. No. specifications for any of these pipes were, how, 
ever, made available. Later in February 1973, it transpired that the 
drawings cited in July 1972 in support of the indent were not approved 
through user trials. 

2.27. The Committee understand that when the indent was placed in 
June 1972, the designs for different sizes of pipes were still not available. 
Some drawings made by R&D were, however, available, but no user trials 
on culverts based on these drawings Lad been carried out. "The require- 
ment of pipe culverts was urgent, as such, drawings prepared by R&D were 
quoted in the tender enquiry." However, the job of preparing the draw- 
ings was accorded high priority and completed in September 1973, i.e., well 
before opening .of. the tender enquiry in December 1973. 

2.28. It is strange that even though the requirement was urgent, the 
drawings in respect o f - 2 4  and 30" pipes became available only in Septem- 
ber 1973, i.e., 4 years after the original indent was placed. Finalisation 
of the drawings for 48" pipes was also proceeded with in a leisurely man- 
ner and it took as many as 20 months (April 1970 to December 1971) for 
the Research and Development Establishment Engineers to finalise them 
and get them scaled with the Chief Inspector (Engineering Equipment) 
who is the Authority Holding Sealed Particulars. 

2.29. The Committee are surprised to learn that "drawings in respect 
of pipe culverts of 48" dia. were sealed, but information with regard to 24" 
and 30" dia. culverts is not readily available." The Committee cannot 
comtenance any laxity in s vital matter like this and would, therefore. like 
the matter to be probed mto in depfh with a view to find out whether the 
drawings were actually sealed or not as per extent instructions d to firt 
responsibility for lapse, if any, in this regard. The Committee would also 
like to be apprised of the action since takrn to plug the procedural.finstitn- 
tional l o ~ h o l e s ,  if any, so that s11ch type of cases do not recur. 

2.30 The Committee find that the Army Headqmrterc were initisllp 
of the vkw that the offer of MIS. Spun Pipe lndia Pvt. Ltd. New Delhi, to 
8upply according to 1. S. 1. specifications would meot their requirements, 
they changed their view when the DGS&D sought for a specific confirmation 



'to Ukt effect 'in lh&ch 1971 beln. placing the order. The exp~anation 
'that .%e indent was amended giving the revised quantities and revised rvst 
based on the lowest quotation considering krer-ulia that the specificatioas 
might meet the technical requirerncnls is wholly unconvicing espccirrlly when 
.according to the Ministry "lhere is nothing ol,~ record lo show the basis of 
provision of lowest rates based on IS1 specifications". The fact of the mat- 
ter is that the opilrion of the Defence Inspectorate which found them to be 
unsuitable was obtained only after DGS&D raised the matter and not 
before. . 

2.31. Thc Committee however, o b ~ r v e  that the Army Headquarters 
appear fo hmr. been from the \er) beginnhg sorn~.shn: unsure no: only 
al the specification, of pipes but also ahou: the acitiai <liix.l:iij a5 would 
be seen from the wide divergence in the figures of requirements as asseshd 
in Septtmber 1969 and June 1972*. The Commiltee understand thit a 
reconciliation of figures in September 1970 revealed that there was disi+ 
pascy in the Report submitted by the Army Statistical Organisation wbicb 
necessitated amendment of the indent in February 1971. A fresh provi- 
sion re~lew carried out in December 1971, however, revealed fuh'er 
variatiol~ in the requirements and a fresh indent had to be formulated. 

2.32. The Committee are inclined to think that the methodology of 
assessing the requirements leaves much ts be desired. The Commit@e 
amnot trto strongly emphasise the need for making a careful and realir$k 
assessment of requirements so that procurement action is proceeded with 
on a firm basis. The Committee trust that the system of forecasting tbe 
requirements would be streamlined with this end in view. 

2.33, The Committee further observe that against the fendm invffe% 
in Septeniber 1973, two contracts were concluded with M/s. Spun Pipe and 
consfruclion Company of India Ltd., Bombay and M/s. Appliances Maw- 
W r i n g  Co., Faridabad In October 1974 at widely divergent rate& How- 
ever no e e s  materialised since MIS. Spun Pipe and Construction Ce- 
pany of Ltd., Bombay did not submit any sample A i l e  that submitfd 
by M/s. Qpliances Manubactwing Co.. F~ridabfid as l ab  as 25 ~ecenrb%r, 
1W5 ma rejected by the Chief inspector (Enginerring Equipment) and the 
6rm did mot submit any acceptable sample thereaffer. 

*Rele~.ant figura are as under : 



2.34, The Committee are further informed that DCS&D had indicated 
that there was no indigenous source for supply ?f these pipe culverts, and 
as such, these could be imported for which necessary foreign exchange 
and DGTD clearance was required. Since the proposal of DGS&D is not 
acceptal~le, the procurement action is being initiated through Tender Pur- 
chase C'ommittee, ESP Dte/E-in-C's Branch. 

2.35,, The Committee are unable to appreciate how Government have 
allowed the question of procurement of pipes required for defence td be 
dragged on for nearly six years without taking any conclasive action to 
procure them. The Committee would like that the mhtter should be m e  
into thc~roughly and action as necessary taken to procure such stores as 
are essential for defence requirements without Farther delay, keeping fn 
view the prescribed procedures. - 

2.36. Another intriguing feature of the case is that there should he m b  
wide varfa€h hi the rates at which orders were placed with M/s. Spdn P& 
gad Csih~trnctfm Compaay of India Ltd., Bombay and Mls. AppHalfde8 
MabufacQrtng Co., Fatidabad m s .  375.96 per metre witb Mls. Ab%a&es 
Manatattaring Co., Fatidabad as against Rs. 560.tYO witb Mls. Sprm Pipe 
Wd Cirksetrncttom Compmy of I W a  Ltd., h b a y  $or 3W &Is. Pipes, ckkl 
Rs. 714.70 as against Rs. 1475.00 per me& lor 48" dia. pCpes). It f$ a 
maq$ pint  whether DGS&D should have thorouphlv cone into the matfer 
Wore w e i r :  to such disparate rates. as the tmmittee find ?hit ssappliks 
from nir re 04 these soeYces mateM~sed. 



UI 

CARGO ROPEWAY 

Audit Paragraph I 

3.1. In order to meet operational requirements, a 12.7 mile cargo rope- 
way with a designed capacity of 40 tons per day was taken over by tha 
Army in November 1963 from an authority. The ropeway was in a poor 
state of maintenance. Out of 87 trolleys in different stages of service- 
ability only 33 were capable of being put on the linz. An expenditure of 
Rs. 3.55 lams had to be incurred on the commissioning of the ropeway. 

3.2. In December 1965. the Corps Commander sanctioned an expen- 
diture of Rs. 12.00 lakhs for pio\islon of 72 trolleys and spares etc. to 
increase the working capacity of the ropeway from 10/15 tons to the 
designed capacity of 40 tons per day. Two years later (December 1967), 
the sanction was revised to Rs. 20.20 lakhs to cover 183 trolleys (with 
necessary storage sheds, approach, extension etc.) and standby diesel en- 
gines. Accordingly, 183 trolleys were purchased at a cost of Rs. 8.76 
lakhs: 72 trolleys (Rs. 4.39 lakhs) in May 1967 and 11 1 trolleys (Rs. 4.37 
lakhs) during April-November 1969. In addition an expenditure of 
Rs. 6.32 lakhs was incurred on the purchase of spares and other works. 
Even after incurring an expenditure of Rs. 15.08 lakhs (mainly during 
1966-67 to 1969-70) the capacity of the ropeway could be increased only 
to 19/22 tons per dav a9 against 40 tons per day envisaged. T h e  cost of 
transportation of stores by ropewav durins 1968-69 to 1972-73 was as 
under: 
- - - -- -- . - - - - .- - -- - - -- - 

cat 
pa 
ton 



3.3. Based on a trial carried out in July 1970 the cost of transporta- 
tion by road worked out to Ks. 60.90 per ton. 

3.4. Out of a total holding of 270 trollcys 99 were written off in 
February 1966 and June 1968. and I 1 0  are reckon:d :z-, beyond economical 
repair/unserviceable, leaving a balance of 6 1 trolleys (August 1975). 

3.5. The details of the tonnage hnu!ed through the ropeway and the 
expenditure incurred on its operation and maintenance are indicated 
below: 

Tonnacr Year Expenditwe 
Year hauled Fb. 

in lakhs 
.- - -- 

3.6, After 1970, the ropeway was used only as a standby and operated 
once a wtek. After 1972 it was not used at all as the Army had no re 
quirements to operate the system. Expenditure on the maintenance st& 
however, continued to be incurred. In January 1974 it was considered 
that the ropeway was not technically workable and had no utility at its 
existing site. The cost of dismantling and reinstnilation elsewhere was 
considered prohibitive. It was, therefnrc. dccided t3  dispose of the rope- 
way: the decision has not yet been implemented (December 1975). 

3.7. The Ministry of Defence stated (December 1975) that the design- 
ed capacity could not be achieved even after procurement of 183 trolleys 
(during 1967 and 1969) due to the non-availability of counter-load on the 
return journey rind the incidence of falling of trolleys. Also the trolleys 
could not carry the rated load of 250 kg. The Ministry added that with 
the developent of roads in the area, the carrying of loads through the 
rapeway was more expensive as compared to road transport and that the 
-.- ..- . _ - I _ _  - _ _I - - -_--_ - - 

*rNott:-The expenditure incurred p n  main!enance of the ropeway duringx 
1975-7d (upto Deccrnher 1975) an17unted to Rs 71.5461 

1982 L.S.-4. , 



Ministry of Home Affairs is consulting the authority (from whom .the 
mpeway was laken over by 1ne Army) about alternative use of the rope- 
way. 

[Paragraph 38 of the Report of the Comptroller and Auditor 
General of lndia for the year 1974-75, Union Government 

(Defence Services)]. 

3.8. Giving a brief history of construction of the cargo ropeway and 
the circumstances under which it had been taken over by the Army in 
November 1963, the Minist~g of L)efcncc have stated in II now: 

"The cargo ropeway was constructed between 1957-60, mainly for 
the movement of cargo between Sikkim and Tibet, out of a 
loan given by the Government of India to the authority from 
whom the ropeway was taken over in the wake of the 1962 
confiict, carrying stores and equipment in the sector assumed 
operational consideration. At that time the ropeway was con- 
sidered essential for the purpose of carrying supplies to for- 
ward units. This load was approximately 65 tons per diem in 
peace-time and was expected to go up when situation hotted 
up. This was sought to be met by use of a fleet of l8OX 1 
ton vehicles and supplemented by air drop and animal trans- 
port. It was necessary that this maintenance was secure, and 
capable of providing adequate support even in operatiowl 
t . .  It was in this context that the readily available m e w  
of transport in tht ropeway was taken over. A review iB 
1967 from the opentional angle showed the continued 1 ~ ~ 0 -  
sity to bold on to it and that it would become indispensabb 
if hostilities broke out. All other considerations wen subsi- 
d& and the work on tbc iraprovemcat of the ropeway war 
of repairs etc. and provision of adequate number of trolleys 
was inescapable. 

p y m a t  was to be made far the use of the r o p a y  and out 
llabilitv was cmlv its maintenance. Subsequently it was decided 
by Government in January 1974 that an ambunt of Rs. 2.5 hkhs 
invested when the ropeway was taken over and interest therecm 
Ci.e. a total of Rs. 4 lakhs) should he paid from the Defence 

Services Btimates." 



3.9. Asked when the ropeway was commissioned and whether tue eco- 
nomic viability of the proposal was examined in detail prior to its t&ng 
over, particularly in vlew of the fact that the ropeway was in a poor state 
of mainlenance (only 33 out of 87 trolleys were capable of being put on 
the line), the Mmistry informed the Committee that: 

"the ropeway was commissioned in 1962. .  . . . . The question of 
examining economic viability of the ropeway prior to its taking 
over in 1963 did not arise for the reasons mentioned above. 
In 1967 it was considered necessary to retain it on the basis 
of operational necessity. It was in 1972 with the road system 
having been built up a review showed that the use of the rope- 
way can be dispensed with. The capacity was built up to meet 
the likely maximum load it was to carry when circumstances 
warranted and it did not imply that every day the rated capa- 
city of load will be carried." 

3.10. According to Audit Paragraph, 183 trolleys were purchased at 
a cost of Rs. 8.76 lakhs-72 in May 1967 and 111 during April-Nov- 
ember, 1969. The Committee enquired about the total number of trolleys 
required to run the ropeway to full capacity on the sections actually put 
to use and the reasons for a delay of 31 years (November 1963-May 
1967) in the induction of additional trolleys on the ropeway. The Minis- 
try of Defence replied: 

"The ropeway was designed to carry 40  tons of load per day with 
102 trolleys. . . . . .The ropeway was in a bad state of mainte- 

nance when it was taken over in November 1963 and the fol- 
lowing works had been carried out before the ropeway could 
be properly operated:- 

( a )  changing of the site roller and jaw springs of the gripping 
systems of all available and serviceable carriers. 

(b) Repairing! 25 Nos. of carrier hangers. 
(c) Granting of majority of trestles in the last section. 

(d) Elrection of new telephone line. 
(e l  Overhaul of engines. 

( f )  Procurement of 2 years running spares ex-UK. 

After the completion of the above works. when the ropeway was 
operative. a work was sanctioned in December 1965 for the 
provision of 72 trolleys. This sanction was revised in Decem- 



ber 1967 for provision of 111 additional trolleys with a view 
to achieve its rated capacity. The first lot of trolleys materia- 
b e d  in May 1967, and the second lot during the period April 
1969 to November 1969.'' 

3.11. Asked whether the standby engines envisaged in the revised 
sanction of December 1967 were actually procured, the Ministry stated: 

"These were received from Messrs. Voltas in damaged condition 
and as such the supply order was cancelled." 

3.12. Although 183 new tro!leys had been inducted into service and 
an additional expenditure of Rs. 6.32 lakhs was incurred on the purchase 
of spares, etc. the Audit Paragraph points out that the capacity of the 
ropeway could be increased only to 19/22 tons per day as against 40 tons 
per day envisaged and that out of a total holding of 270 trolleys 99 were 
written off during February 1 9 6 G J u n e  1968 itself and another 110 were 
reckoned as beyond economical repair/unserviceable. 

The Committee, therefore, desired to know the reasons for a very large 
number of trolle5s (209 out of 270) having been written off/condemned 
as unserviceable inspite of the fact that the ropeway had apparently been 
utilised below its capacity. The Committee also desired to know whether 
any responsibility had been fixed f o r  this lo<<. The Minktry stated: 

"The fact that the ropeway had been utilised well below its capa- 
city has not much bearing on thc loss of trolleys. The rope- 
way did not have sufficient load on return journey as it was 
designed on mono-cable system and driven by diesel engine. 
I t  required counter-load or balancing load for minimising the 
sag and maintaining uniform speed of the rope. In the initial 
stages, due to non-availability of counterload from high altitude 
(i.e. return load) sag in the ropeway increased and the speed 
of the engine as well as trolleys varied due to variable momen- 
tum on the rope which causcd jerking in the rope and due to 
this, the gravity control jaw of the trolley fell from the grip 
and trolleys fell down. Further the loading of the trolleys was 
not consistent. They could not be loaded to full capacity of 
250 kgs. due to varying types of barrels etc. As a result 

thereof. adequate pressure between the rope and sheeves/pul- 
lcvs could not bc built up. therehv cnusinr! the tope to come 
off the sheeves. Conseauently trolleys fell. Aq no human 
factor was involved in the above. no responsibility. as such, 

' 
could be fixed for the loss." 



3.13. Regarding writing off/disposal of the condemned trolleys, the 
Ministry have furnished the following information. 

"The condemned trf.dli.ys have been written off/disposed of a 
under:- 

(a) No. written off on expense voucher on g Feb., 1966 . . , . 46 

(b) No. written off on expense voucher on ~ g J u n e ,  1968 . . , . 53 

. . . . . . . . . . .  ( r )  No. in stores 7 
((1) Nu. not yet rrcovered . , , . . . . . .  I 

( e )  KO. serviceai,lr in \vr;rli,liop . . . . . . . .  49 
(F) /No. unscr\*ic~~abl~ atid BEK arid yct to be tlisposed of . 110 

. . . . . . . . . .  (g) No. in nmde rooin 4 

The trolleys will bc handed over to the State Government when 
they take over the ropeway." 

3.14. The ropeway was operated from the date of its take over in Nov- 
ember 1963 with 87 trolleys of which only 33 were serviceable. In this 
connection the Committee learnt from Audit that 46 trolleys were written 
off in February 1966 leaving a balance of 41 trolleys. Thus the cargo 
handled with 41 trolleys (33 serviceable), according to the details of the 
tonnage hauled through the ropeway mentioned in the .4udit Paragraph, 
was 5,228 tons in 1966 and with the addition of 72 trolleys in May 1967, 
the cargo handled during that !ear amnunred to 50936 tons. The Com- 
mittee were also given-to u6derstand that 53 trolleys were written off in 
June 1968 leaving a net holding of 66 trolleys. The total cargo handled 
in 1968 was 3.541 tons tthiih dropped sharply to  1,473 tons in 1969. 
The Committee, therefore, enquired about the justification for inducting 
11 1 trolleys during April-November. 1969. The Ministry stated: 

"Though 11 I additional trolleys were inducted durinr April-Nov- 
cmbcr 1969. <mction for the samc was accorded in k c . .  1967 
when considerable use of the ropeway was being made. A 
direct correlntinn hc.twccn the number of trollevs inducted and 
the load carried will not be npt aq other trollicq would h3ve 
hecome uncer\:<i.nble in dace<. Furtlier the lo:~J to he carried 
to the unit5 apd thi. time frnmc in which thev are tc. be t r ; ? ~  
porrcd are t l u c t u ~ t i n n  factor< depending uron operational re- 

quirements. Th? trolleys indented for were required. i f  the 
desired capacity was to be built up and maintained." 



3.15. Tbe Audit Para points out that the Ministry of Defence had 
stated ( k & b e r  1975) that the designed capacity could not be achieved 
even after the procurement of 183 trolleys on account of non-availabiity 
of counter load on the return journey and the incidence of falling of trol- 
leys. It is understood in this context that the Chief Engineer, Bengal 
Zone, had suggested to the Chief Works Engineer in September, 1967 to 
consider the feasibility of loading the trolleys with stone ballast on the re- 
t m  journey and its disposal by sale to the highest bidder through wn- 
tract. The Committee desired to know whether the suggestion to use the 
stone ballast as return load was considered and if so, what was the result 
thereof. The Ministry, in a note, have stated: 

"Yes. At one stage as a trial, stones were trmsported as return 
load from various ropeway stations to balance the carriage of 
forward loads. Cost of transportation of one ton of stores as 
assessed in July 1970 worked out to Rs. 246.57." 

3.16. The Committee also learnt from Audit that the road covering the 
area served by the ropeway was taken over by the Border Roads Orpni- 
sation in May 1964 and by November 1966 it could make the road in 
proper class 9 state. The Committee, therefore, desired to know the con- 
dition of the road at the time of take over of the ropeway in November 
1963 and later when an expenditure of Rs. 12 Iakh was sanctioned (Dec- 
ember 1965) and revised to Rs. 20.20 l a b s  (December 1967) for the 
provision of additional trolleys, spares etc. The Committee also enquired 
abut  the actual utilisation of the road vis-a-vis the ropeway during the 
periods in question. The Ministry stated: 

'The road in the sector was a mule track before 1953. From 1953 
to 1958 the road was made jeepabk by CPWD in the ow& 
plan to improve communications in the area The road wrs 
made class 9 after 1962 upto the place the Ropeway was opb 
rational. Althwgh the road was termed class 9 it had verg 
steep gradients and the radius of curves was very sharp. It was 
brought to proper statc of class 9 by Nov., 1966. 

No records are available to work out the laad carried by road. It 
is not possible at this stage to work out the information called 
for. Utilisation of roads till they stabilised would have depend- 
ed on availability/serviceability of ve.ajcles and condition oi 

the road.'' 

3.17. The Audit Paragraph has pointed oat that a trial carried out la 
July 1970 showed that transportation of stores by the ropewny was costlicf 



than tramportation by road. The Committee wanted to know the ttwscms 
for not carrying out such trials before sanction was accorded (December 
1965/December 1967) for increasing the capacity of the. ropeway. The 
Ministiyi3n' a note, have stated that the assessment for retention of the 
ropeway and its continued use was made on the basis of operational re- 
quirtm&ts already icplained and as long as this necessity existed there 
was no question of making an assessment of economics of the arrange 
mats. 

3.18. The Audit paragraph points out that after 1970 the ropeway was 
used only as a standby and operated once a week and that after 1972 it 
was not used at all. I t  would thus appear that the bulk of the investments 
*re made on the ropeway long after its take-over and just prior to its 
near total abandonment. Clarifying the position, the Ministry stated that 
the final decision to abandon the ropcway was taken in November 1972 
whereas major investments were sanctioned in 1965-67. 

3.19. Asked whether a decision on the alternative use of the ropeway 
which became redundant in 1970 has since been taken, tbe Ministry re- 
p!i& 

- 

"The Ministry of Home Affairs have issued instructions to the 
Chief Secretary,. State Government for taking charge of the 
ropeway from the Ministry of Defence. Army HQ have also 
h u e d  suitable instructions to the HQ Eastern Command that 
the ropeway may be handed over to an agency to be nomina- 
ted by the State Government. The State Government has been 
approached in this regard but they have ,not nominated any 
agency so far to take over the ropeway." 

3.a.  The C- mob that in Nmclaber 1963 tbe Minkdry of 
D c t r c e t o n L o * # . ~ 1 ~ p 1 1 . y f r 0 m ~ ~ ~ m t h a i t g t O m t ~ t O p c r r t i o n r r l  
rephrme~ts of the Army in a forward a!w. Althoagh no payment was 
to be evdc for use of the ropeovlly, Government was liable for its mafb 
QcaaPca Tbe ropemy ms ronsb9cted between 1957-40 but was com- 
missioned La 1962 d y .  At the time it wrs  over by tbe Anmy "the 
ropeway was in a bad state of rnRintenance." 87 trolleys were in different 
d q e ~  of semicc.B3lity and of these o,nW 33 were capable of being pat on 
tlnc. An amount at Rs. 3.55 lakhs had to be incurred on a nomber of 
rrwhr b commission tbe ropeway. These took about 3: gears to complete 
(NaRarbtr 1963 to May 1967). 

3.21. The Committee note that a further amount of Rs. 35 lakhs was 
spent an the ropeway-Rs. 15 lakhs on purchase of 183 new trolleys, spares 



etc. and about Rs. 20 lakhs an its operation and maintenance during the 
pdod 1-75. 

3.22. The Committee farther observe that the tonnage hauled by tbe 
ropeway tapered down from 5936 tons in 1967 to 591 in 1972. In fact, 
tbe r0-y was used qnly as a standby after 1970 and operated once a 
week and after 1972 it was not used at all. The cost of transportation 4 
stores by the ropeway varied enormously from year b year, ranging from 
Rs. 68 in 1970-71 to Rs. 566 in 1972-73 whereas the cost of transporta- 
tion by rsad was worked out in July 1970 to be Rs. 60.90 per ton only. 
The Committee fiwther note that the question of examining the economic 
viability of the ropeway was not considered by the authorities concerned 
and the plea put forward is that the ropeway was retained purely for ope- 
rational considerations. 

3.23. The Committee observe that even after incurring an expenditure 
of Rs. 15 lakhs on purchase of trolleys, spares, works etc. the capacity of 
the ropeway could be increased only to 19/22 tans per day as against 40 
tons envisaged. The actual utilisation was much less-the maximum being 
a bare 16 tons per day on an average in 1967. The Committee find that 
since the ropeway was designed on mono-cable system and driven by diesel 
engine, it required counter or balancing load for minimising the sag and 
maintaining uniform speed of the rope. It was the non-availability of coun- 
ter load and also because of the varying types of barrels that adequate 
pressure between the rope and the sheeves/pdleys could not be built uv 
and tbe t d e y s  fell makmg them umwviccable. Thus, out of a total hold- 
ing of 270 trolleys, as many as 209 bad to be written off/condernned 
unsemceable, leaving only 61 serviceatde trolleys a9 in August 1975. 

3.24. So far as qerational reasons for acqniring/retention of the rope- 
way are concerned, the Committee 6nd tbat the road serving the area 
had been brought to pmper clsss 9 stage by November 1966. On the 
@er  hand, the revised sanction for purchase of 183 trvdleys was icsued a 
year later, i.e. in December 1967. The Ministry stated that "a review fa 
1967 from the operational angle showed continued necessity to hold an to 
it and that it would be indispensable if hostilities broke out." 

3.25. In this context fhe Commlaee would like to point out that tbe 
Chief Engineer, Bengal Zone had pointed out as early as in September 1967 
fhat "the ropeway design is based on balanced loading both on forward aad 
reverse diredons and as such, it is imperative that the return loads arc nlso 
provided." The least that the A m p  authorities should have done was to 
make sure that the rapewe as desiped could in fact carry tbe load in a 



assured manner to meet the operational requirements in the event of hos- 
tilities breakiug out etc. The Committee need hardly poht out that bad 
this matter  bee^ gone into critically, the Army auhorities would have rep- 
lised tbat the ropeway as designed suffered from basic handicaps and that 
d e w  teese were set right, it would not be prudent to invest large sums 
of money by ordering additional trolleys, underlaking works etc. at an 
expense of Rs. 15 lakb. 

3.26. Amther aspect which the Army authorities should and ought to 
have fully taken into account was the development by November 1966 of 
the road between these two operational points by the Border Roads Orga- 
nipation to the level of Class 9. Instead of investing more mcmey in 
trolleys which suffered damage and became unseniceable due to inherent 
flaw in the design of the ropeway, it would have obviously been better to 
invest a part of this money for effecting improvements in road and/or ac- 
quiring additional road transport to meet any operational contingency. In 
any case, the Committee cannot see why the r i m y  authorities did not take 
effective action to cancel the order for the additional 183 trolleys in 1967 
after it bad come to notice that the ropeway suffered from this basic design 
flaw and saved at least Rs. 8.76 lakhs spent on additional trolleys. 

3.27. As mentioned earlier, the Chief Engineer, Rengal Zone had sug- 
gested in his letter of September 1967 that the return loads from the higher 
point could consist of stone ballast which could be arranged to be dis- 
posed of through contracts etc. It appears from the information made 
availaMe to the Committee that though at one stage. stones were transported 
on a trial basis, the matter was not pursued conclusivelp with the result 
that the basic flaw in the smooth operation of ropewav was allowed to 
persist. 

3.28. The Committee noje that a final decision to abandon the rope- 
way was taken only in November 1972 after a review had revealed that 
the road system having been built up and "having regard to the tasks as- 
signed to the Forces at the sector and the facilities available for keepin:! 
up sopplies to the area it was found that the ropeway could he dispensed 
with." The Committee have no dollhi thnt the menpre quantity of load 
carried by the ropewav could hose hcen easilv diverted fo road and the 
mpeway dispensed with five pears earlier in 1967 itself. 

3.29. Tbe Committee regret to point out that thk belated decision to 
hand hack the ropeway to the civil authorities still remains to be implemen- 
ted. I l le Committee stress that apart from expediting the transfer of Be 
rapeway to authorities, it w'onld he advantageous to have the desisr 



UNl ecc)~~omieS of the ropeway examined by uprrhs m ss to t ab  r weU 
-ed decision in best pub& interest. 

September 30, 1977. -- 
Amintr 8, '1899' (SE: " 

C. M. STEPHEN, 
Chairman, 

Public Accounts Cornmttee. 



APPENDIX 

S1. NO. Para No. hhistry/Department 
Concerned 

I I .37 Department of Defence The Committee note that in June 1956 the Defence Research and 
Supp1ies:Ministry of Defence Development Organisation developed a new design of kittable body hav- 

ing maximum number of common components for Nissan as well as Dodge 
1-Ton chasis. It was claimed that the kittable body would offer advan- 
tages in production, maintenance inter-changeability and ease of stocking 
in depot. The design was approved by the Army Headquarters for in- 8 
troduction into service in November 1966. However, it was only in 
October 1067 that the Department of Defence Production in consultation 
with the Director General of Ordnance Factories, confirmed the switch- 
over from composite to kittable bodies for these vehicles from November 
1968. According to the Ministry, this time-lag was to take into account 
the lead time for production of the kittable bodies by the trade sources. 
In January 1968 the DGOF located a trade source in Messrs. Globe Motors, 
New Delhi and placed order on them for 1,500 number of kittable 
bodies. The firm could not for various reasons keep up to the schedule 
and could supply only 475 bodies till April 1971, when it was decided bv 
the De~artment of Defence Production to refer the matter to the Depart- 
ment of Defence/Supplieq for location of alternative sources. -- -- 



E. 1.38 Department of The Committee further note that when some supplies from the soorce 
Defence S U P P ! ~ ~ ~ /  located by DGOF (Mews.  Ghbc Motm,  New Delhi) had started arriving 

''inistry of in the Vehicle Factory and tllcse were fitted on Nissan 1-Ton vehicles, fsr- 
tain disadvantageous deqign features of the kittable bodies began to come: 
to light. The design fc,~tutcs ~ h i c h  were reported as disadvantageous by 
the General Manager, Vehiclc Factory in Junc 1972 were: 

( i )  Three rnai'n parts ol' thc body were held together by bolts as 
against wcldcd wnstruction in the coniposite bodies. 

(ii) The null~bcr of mounting stools for kittablc body was only 
six as against twclvc in the composite body. 

(iii) The extra stopis in case of imported chassis would need to 
be removed by fl;lnic cutting to suit the kittable body. 

bo. The General Manager is also reported to have stated that the kittable 
body would be costlier than the composite body by Rs. 548 Fer vehicle 
(as against Rs. 245 ectinia~ed earlier) but this did not take into account 
the sa~ ing  by way of lower transportation c o ~ t  as the vehicle would not 
have t o  bc moved to the premiscs of the f'tbricators. 

Do. The Committee observc tll  i t  hctnrc  lie .tboie di,*td~antazes came to 
light. for~nnl  order5 had ;~lre,id~ l m n  p l ~ c d  in Januarv 1972 by the De- 
partment of Defence Supplies on M/q. Sion Garrage (P) Ltd., Bombay 
for 3,000 kittable bodies (value Rs. 81.75 lafis) 5 8  letters of intent 
issued to three other tirnis [MJs. Punj Sons (P) Ltd., New Delhi, M/r 



Do. 

Do. 

Jayanand Khita and Co. (P) Ltd., Bombay and MIS. New Model Indus- 
tries (P) Ltd., Jullundur City] for 2,250 bodies in May 1972. Inspite 
of the General Manager's request for reconsideration of the decision, the 
Departnlent of Defence Supplies in consultation with the Director General, 
Ordnance Factories placed formal ordkrs on the latter three firms in August 
1972 (value Rs. 57.45 lakhs). However, soon thereafter in September 
1972, on a further review of the matter by the Department of Defence 
Production and thc Department of Defence Supplies, it was decided to fore- 
close the orders for kittable bodies except for quantities already fabri- 
cated or partly hbricated and to substitute the rest by composite bodies. 

The Conimittee are unhappy over the way the project far switch-over 
from composite to kittable bodies for Nissan:'Dodge 1-Ton chassis was 
handled by thc concerned Departments of the MilnistrY of Defence. The 
Committee find that one of the main advantages in production it?., maxi- 
mum nrrniher of common components for Niswn and Dodge 1-ton chassis 
had n o  rclcvnnce ( ~ h  it~ilio since it was known by thnt timc that Dodge I-ton 
chassis were not likely to be inductcd into service any more. The estima- 
tcd extra cost of Rs. 245 per vehicle also proved to he a sross under-esti- 
mate since the kittable body actually cost as much as Rs. 548 more than 
tlic composite body. 

The Committee are constrained to point oirt thnt the time lag of two 
vears froni Novemhcr 1966 to Novcmhcr 1968 17.twcn the nrrnro- 
val of the de+ by the A m y  Headquarters and the date of  witch-over 
proposed by the Department of Defence Production qhould I~ave beer: 
utilieed for conducting extensive trials on the prototypes of the new design. 
The Committee have no doubt that had this been done the disadvantages 
---- - -- -- J 



--- - -  - -  --- - - _ __ 
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of the kiltable body which came to light in Junc 1972 could have b m  
rcaliscd nwch carlicr. 

Department of The Co~llnli~tee are indeed surprised that in case of a developmental 
Defence Supplies/ item like this the Department of Defencc Production did not bother to 

Ministry of Defence carry out even a cost-benefit evaluation of the change-over before giving 
clearance for the new design. It took four years and eight months for the ' 

Department to discovcr the disadvantageous features of the kittable body 
and the high extra cost involved. I t  is unfortunate that cvcn though as 
many as 475 kittable bodies had been obtained through a trade source 
between January 1968 and April 1971, firm conclu.;ions as to the basic 8 
utility and economics of the change-over wcre reached only by Septem- , 

ber 1972 by which time bulk orders for 5.250 kittable bodies had already 
been placed on as many as four firms. The Committee consider that if 
only the various Dcpartments concerned with the project i.e., the Defence 
Research and Dcvclopment Organisation, the Department of Defence S u p  
plies, the Department of Defence Production, the Director General, Ord- 
nance Factories and the Vehicle Factory had worked in close concert and 
sllown sufficicnt concern about the tccl~nical and finmcinl i~nplications of the 
change-over, the project would not have been proceeded with in this man- 
ner. 

The Committee take a serious view of the regrettable action of the 
Department in deciding to place further orders on M/s. Punj Sons, MIS. 
Jqanand Khira and MIS. New Model Industries in August 1972 inspite 

Do. 



of the s p e c ~ c  request of the ~ e n e r d  Manager of the Vehicle Factory id 
reconsideration of the decision about kittable bodies. The Committee are 
not convinced by the argument that "if the Department backed out of the 
commitment aiter having issued the letters of intent, ~t would project a 
very poor image of itself and such a step would be detrimental for the 
ambitious development programme that had been taken in hand.'' The 
data given in para 1.24 above would show that M/s. Sion Garrage had 
supplied only 50 kittable bodies before it was decided in September 1972 
to foreclose the contract. M/s. Jayanand Khira & Co. supplied in all 51 
kittable bodies between March and December 1973. No supplies were 
xeceived from MIS. Punj Sons and M/s. New Model Industries. The 
Committee consider that under the circumstances Government would have 
been well advised not to follow-up post haste the lvttcr of intent by firm 
order in August 1972 and instead negotiated the mdter ~ i t h  the firms. 

4 

9. 1-45 Do. The Committee find that thc performance of M/s. S~on Garrage was 
singdarly unsatisfactory. This is borne out by the fact- thd even though 
the price agreed to in this case was the highest as compsrcd to that allowed 
to the other three firms and notwithstanding the fdct that 'on account' 
payment of the order of Rs. 20.23 lakhs had been made to the firm in 
February 1972 representing 25 per cent of the value of !he order, the firm 
could supply only 300 kittable bodies t i l l  March 1974 out of the total of 
3,000 bodies contracted to be supplied by Scptember 1973. Even the substi- 
tute order for 2,600 compobite bodies placed in Novetnbsr 1973 remained 
unexecuted and had to be cancelled. In fact, the firm is sad to have divert- 
ed the raw materials for the purchase of which 'on account' payment had 
been made, for execution of their other contracts. The Committee under- 

.- -- - 



stand that the outstnntfing amount of Rs. 17.53 lakhs has since been 
rcnliwd togcther with an agreed sum of Rs. 2 lakhs :IS interest. The Com- 
mittrc consider that ;ip:lrt from ;I thorough verification of the bonafides and 
capabilities ol the firm hcfore giving them a large older of Rs. 81.75 
lakhs, it was incumbent on the Government authorities concerned to make 
sure that the material purchased by the firm from Government money was 
not diverted elsewhere. The Committee also desire that the circumstances 
in which an order for 3000 kittable bodie5 valued at Rs. 81.75 lakhs was 
placed on MIS. Sion Garrage at a rate much higher than that allowed to 
other firms, for the grant o f  ~ p c c i d  accommodation of 'on account' payment 
of Rs. 20.23 lakhs to the firm and for failure to observe vigilance against 
diversion of scarce raw nlatcrials and t;il\e rcnwdial measures in time 
should be thoroughly probed by Government with a view to fixin2 respon- 
sibility. The Committee need hardly point out that in view of the un- 
becoming performance of the firm. more p:lrticularly the unauthorised 
diversion of Government funds on its part. effective action should be 
tnken to see that the firm doc< not again defraud the Government in 
other contracts. 

Depart~nent of Defence So far as M/s. Punj Sons are concerned, the Committee find that the 
SuW1ies/Minlstrl' of order for 900 kittable bodies placed in August 1972 was converted to 850 

Defence composite bodies in November 1972. However. this firm was allowed Rs. 
1.878 per body as against the lowest rate of Rs. 1.696 settled with M/s. 
New Model Industries, Rs. 1850 settlcd with MIS. Sion Garrage. and Rs 



1875 with M/s. Jayanand Khira & CO. The rate of Rs. 1878 per bodp 
was allowed in this case not only for composite bodies substituted for 
kittable bodies (ordered by the Department of Defence Supplies) but also. 
in respect of a further order for 1,350 composite bodies placed by the De-- 
partment of Defence Production. The Committee note that the base price 
against this order was Rs. 1,696 on the basis of JPC prices. On the basis. 
of steel being supplied partly from JPC and partly from open market, the- 
unit price was determined from time to time and at one s t a g  the price was 
Rs. 1,878. The other guiding factor in agreeing to this rate is stated to .  
be that the stock position with the Vehicle Factory as in h'ovember 1972 
had depleted to 150 numbers only and it was feared that the Vehicle 
Factory ~ o u l d  come to a halt from January 1973. 

Do. The Committee. however, observe that about the same time (Novem- 
ber/December 1972) the Ordnance Factory concluded contracts with two 
other firms (M/s. Hyderabad Allwyn and MIS. Simplex Mattalics) for 
4,100 composite bodies at Rs. 1,696 each (value Rs. 69.54 lakhs) plus an 
amount of Rs. 1.10 lakhs allowed as escalation. The Committee are not 
quite convinced by the argument put forth by the Ministry about the pos- 
sible stoppage of production in the Vehicle Factory as a reason for age -  
eing to a price of Rs. 1878 and thereabouts with h s  (MIS. Sion Gar- 
rage, M/s. Punj Sons and M/s. Jayanand Khira & Co.) in view of tbe 
fact that agreements with three other firms (M/s New Model Industries; 
M/s. Hyderabad Allwyn and M/s. Simplex Mettalics) were arrived at a 
cost of Rs. 1696 per body at about the same time. The Committee feel 
that earnest efforts should have been made to bring down the price 3s much 



as possible so that it was not much higher than Rs. 1696 which was st- 
tled to be paid to two other firms for supply composite bodies. 

Depament  of Defence Another interesting aspect of the case is that the Department of De- 
Supplie/Ministr~ of fence Supplies, the Department of Defence Production and the Ordnaace 

Defence' Factory were concluding separate contracts for composite bodies at vary- 
ing rates at about the same time. As pointed out in the Audit paragraph, 
this resulted in an extra expenditure of Rs. 8.4 lakhs. According to the 
Ministry. "procurement by three agencies was a unique event and occur- 
red on account of special circumstances of the case" and that "the p s i -  
bility of procurement of composite bodies by various authorities does not 
exist any more". The Committee have already drawn attention in para 
1.43 above to the lack of coordination between the various Departments 
in processing kittable bodies as a developmental item. The Committee 
trust that necessary lessons would be drawn from Government's experfence 
in this case so that such costly lapses do not recur. 

Ministry of Defence The Committee note that an indent was placed by the Army Head- 
quarters on the DGS&D in September 1969 for procurement of pipes 
(Culverts) of different sizes required for Engineer Theatre Stores Reserve 
(E.T.S.R.). The indent was accorded 'operational priority' as the pipes 
were required urgently (by December 1970). However, due to various 
acts of omission and commission the supplies did not materialise. 

Do. The Committee find that the indknt placed in September 1969, in res-- 
pect of 4 sizes of pipes, i.e. 2 4 ,  3W, 36" and 48" dia. had to be modified 





were quoted in the tender enquiry." However, the job of preparing the 
b w i n g s  was accorded high priority and completed in ~eptember 1973, 
i.e., well before opening of the tender enquiry in December 1973. 

Ministry of Defence 
It is strange that even though the requirement was urgent, the drawings 

in respect of 24" and 3 0  pipes became available only in September 1973, 
i.e., 4 years after the original indent was placed. Finalisation of the draw- 
ings for 48" pipes was also proceeded with in a leisurely manner and it 
took as many as 20 months (April 1970 to December 1971) for the 
Research and Development Establishment Engineers to finalise them and 
get them sealed with the Chief Inspector (Engineering Equipment) who is 
the Authority Holding Sealed Particulars. 

Do. 

Do. 

The Committee are surprised to learn that "drawings in respect of pipe 
culverts of 48" dia. were sealed, but information with regard to 24" and 
30" dia, culverts is not readily available." The Committee cannot cmn- 
tenance any laxity in a vital matter like this and would, therefore, Iike 
the matter to be probed into in depth with a view to find out whether the 
drawings were xtually sealed or not as per extant instructions and to fix 
responsibility for lapse, if any. in this regard. The Committee would also 
like to be apprised of the action since taken to plug the procedural/institu- 
tional loopholes. if any, so that such type of cases do not recur. 

The Committee find that the Army Headquarters were initially of the 
view that the offer of MIS. Spun Pipe India (P) Ltd., New Delhi to supply 



Do. 

according to I.S.I. specifications would meet their requirments, they changed 
their view when the DGS&D sought for a specific confirmation to that &ect 
in March 1971 before placing the order. The explanation that "the indent 
was amended giving the revised quantities and revised cost based on the 
lowest quotation considerin6 inter-alia that the specifications might meet the 
technical requirements" is wholly unconvincing especially when according to 
the Ministry, "there is nothing on record to show the basis of provision 
of lowest rates based on IS1 specifications." The fact of the matter is 
that the opinion of the Defence Inspectorate which found themto be un- 
suitable was obtained only after DGS&D raised the matter and not before. 

The Committee. however, observe that the Army Headquarters appear 
to have been from the very beginning somewhat unsure not only of the 
specifications of pipes but also about the actual quantity as would be seen 
from the wide divergence in the figures of requirement as assessed in Sep- 
tember 1969 and June 1972*. The Committee understand that a recon- 
ciliation of figures in September 1970 rzvealed that there was discrepancy 
in the Report submitted by the Army Statistical Organisation which neces- 
sitated amendment of the indent in February 1971. A fresh provision 
review carried out in December 1971, however, revealed further variation 
in the requirements and a fresh indent had to be formulated. 

. ~~ ~ .- - 
+Rele ant figure; are as under:- 

September 1969 
(in meters) 

June 1972 
(in metre;) 



_ ----- 
21 2.32 f.4iRistry of Ddencc The Committee are inclined to think that the methodology of assessing 

the requirements leaves much to be desired. The Committee cartnot too 
strongly emphasise the need for making a careful and realistic assessment of 
requirements so that procurement action is proceeded with on a firm basis. 
The  Comniittee trust that the system of forecasting the requirements would 
be streamlined with this end in view. 

Do. 

Do. 

Do. 

The Committee further observe that against the tenders invited in Sep- 
tember 1973, two contracts were concluded with M!S. Spun Pipe and 
Construction Company of India Ltd.. Bombay and MIS. Appliances Manu- 
facturing Co., Faridabad in October 1974 at widely divergent rates. How- 
ever, no  supplies materialised since M 's. Spun Pipe and Construction 
Company of India Ltd., Bombay did not submit any sample while that 
submitted by M I S .  Appliances Manufacturing Co., Faridabad as late as 25 
December. 1975 was rejected by the Chief Inspector (Engineerins E q u i p  
ment) and the firm did not submit any acceptable sample thereafter. 

The Committee are further informed that DGS&D had indicated that 
there was no indigenous source for supply of these pipe culverts, and as 
such, these could be imported for which necessary foreign exchange and 
DGTD clearance was required. Since the proposal of DG%D is not 
acceptable, the procurement action is being initiated through Tender Pur- 
chase Committee, ESP Dte 'E-in-C's Branch. 

The Committee are unable to appreciate how Government have allow- 
e d  the question of procurement of pipes required for defence to be drag- 



Do. 

Do. 

ged on for nearly six years without taking any conclusive action to procure 
them. The Committee would like that the matter should be gone into 
thoroughly and action as necessary taken to procure such stores as are 
essential for defence requirements without further delay, keeping in vittR 
the prescribed procedures. 

Another intriguing feature of the case is that there should be such 
hide variation in the rates at which orders were placed with firms MIS. Spun 
Pipe and Construction Company of India Ltd., Bombay and M!s. Appli- 
ances Manufacturing Co., Faridabad, (Rs. 375.90 per metre with MIS. 
Appliances lManufacturing Co., Faridabad, as against Rs. 660.00 with M/s. 
Spun Pipe and Construction Company of India Ltd., Bombay for 30" dia. 
pipes and Rs. 714.70 as against Rs. 1475.00 per metre for 48" dia. pipes). 
It is a moot point whether DGS&D should have throughly gone into the 
matter before agreeing to such disparate rates, as the Committee find that 
supplies from none of these sources materialised. 

The Committee note that in November 1963 the Ministry of Defence 
took over a cargo ropeway from an authority to meet operational require- 
ments of the Army in a forward area. Although no payment was to be 
made for use of the ropeway, Government was liable for its maintenance. 
The ropeway was constructed between 1957-60 but was commissioned 
in 1962 only. At the time it was taken over by the Army "the ropeway was 
la a bad state of maintenance." 87 trolleys were in different stages of 
serviceability and of these only 33 were capable of being put on line. An 
amount of Rs. 3.55 lakhs had to be incurred on n number of works to  
commission the ropeway. These took about 31 years to complete (Nov- 
ember 1963 to May 1967). 

- - 



V 3.31 Ministry of Defence The Committee note that a further amount of Rs. 35 lakhs was spent 
on the ropeway-Rs. 15 lakhs on purchase of 183 new trolleys, spares,. 
erc. am about Rs. 20 lakhs on its operation and maintenance during the 
period 1966-75. 

Do. The Committee further observe that the tonnage hauled by the rope- 
way tapered down from 5936 tons in 1967 to 591 in 1972. In fact, tlie 
ropeway was used only as a standby after 1970 and operated once a week 
and after 1972 it was not used at all. The cost of transportation of stores 
by road was worked out in July, 1970 to be Rs. 60.90 per ton only. The 
b-j the ropeway varied enormously from year to year, ranging from Rs. 68 
in 1970-71 to Rs. 566 in 1972-73 whereas the cost of transportation % 
by road was worked out in July, 1970 to be Rs. 60.90 per ton only. The 
Committee further note that the question of examining the economic viabi- 
lity of the ropeway was not considered by the authorities concerned and 
the plea put forward is that the ropeway was retained purely for opera-- 
tional considerations. 

The Committee observe that even after incurring an expenditure of! 
Re. 15 lakhs on purchase of trolleys, spares, works etc. the capacity of' 
the ropeway could be increased only to 19/22 tons per day as against- 
40 tons envisaged. The actual utilisation was much less-the maximum 
being a bare 16 tons per day on an average in 1967. The Committee- 
find that since the ropeway was designed on mono-cable system and driven- 
by diesel engines, it required counter or balancing load for minimising- 

Do. 



the sag and maintaming uniform speed of the rope. It was the n o n 4 d -  
ability of counter load and also because of the varying types ai' barrels 
that auequa~e pressure between the rope and the sheevts/pulleys could not 
be built up and the trolleys fell making them unservlceabk Thus, out of a 
total holding of 270 trolleys, as many as 209 had io be written afIicon- 
demned as unserviceable, leaving only 61 serviceable trolie-ys as in August, 
1975. 

So far as operational reasons tor acquiring/retention of the ropeway 
are concerned, the Committee find that the road serving the area had been 
5rought to proper class 9 stage by November, 1966. On the other band, 
the revised sanction for purchase of 183 trolleys was issued a year Inter, 
ia, in December, 1967. The Ministry stated tha: "a review in 1967 from 
toe operational angle showed continued necessity to ho:d on to it and 
that it would be indispensable if hostilities broke mt." 

In this context the Committee would like to point out that the Chid 
Engineer, Bengal Zone had pointed out as carly as in September, 1967 that 
"the ropeway design is based on balanced loading both on forward and 
reverse directions and as such, it is imperative that the return loads are 
also provided." The least that the A m y  authorities should have done 
was to make sure that the ropeway as designed could in fact carry the load 
in an assured mannet to meet the operational requirements in the event 
of hostilities breaking out etc. The Committee need hardly point out 
that had this matter been gone into critica.ly, the Army authorities would 
have realised that the ropeway as designed suffered from basic handicaps 
and that unless these were set right, it would not be prudent to invest large 



rums of Blowy by ordering additional trolleys, undertatrig w~rks etc, at 
an expew of Rs. 15 lakhs. 

MniwH Ddma Another aspect which the Army authorities should and ought to bave 
tdly taken into account was the development by November, 1966 of the 
road beween these two operational ~oints by the Border Roads Orgamsa- 
tion to the level of Class 9. Instead of investing more money in tr01'eys 
which suffered damage and became unserviceable due to infierent flaw in 
the design of the ropeway, it would have obviously been better to invest 
a part af this money for effecting improvments in road and/or acquiring 
additional road transport to meet any operational contingency. In an? 4 
case, tbe Committee cannot see why the Army authorities did not tdte  
effective action to cancel the order for the additional 183 trolleys in 1967 
at it had come to notice that the ropeway suffered from this bak M g n  
flaw and saved at least Rs. 8.76 1akhs spent on adrtitimal trdleys. 

As mentioned earlier, the Chief Engineer, Be@ Zone had mggtsted 
in bis letter of September, 1967 that the return loads from the higher point 
could consist of stone ballast which could be arranged to 6 disposed 'of 
through contracts ete. It appears from tho information made'avai<able to 
the cbmmittee that though at one stage, stones w&. transported & a 
vial basis, the matter was not pursued conclusively wbb result @at the 
h. I  flaw in the 9 n d  operation o( v y  war allq?. (p 



Do. 

Do. 

The Committee note that a fbapl decision to abandon the ropeway FPos 
taken only in November, 1972 aftw a review had revealed that the rod 
syatern hiving been built up aad "having regard to the tasks assigned to 
the Forces at tbe sector and tbe facilities available for keeping up supplies 
to the area it was found that the ropeway could be dispensed with." The 
Committee have no doubt that the meagre quantity of load d e d  by the 
ropeway could haw been easily diverted to road and tbe ropeway d i i  
ced with five years earliet in 1967 itself. 

-fie Committee regret to point out that this belated decision to hand 
back the ropeway to the civil authorities still remains to be ~pkInented 
The Committee stress that apart from expediting the transfer of the rope- 
way to civil authorities, it would be advantageous to have the design and 
economics of the ropeway examined by experts so as to take a well intorm- 
ed decision in best public interest. 




