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INTRODUcnON 

I, the Cbaimaa of tbe Public Accounts Committee, u authorised by the 
Committee, do present on their bebalf this EiPty-Sixtb Report on ICtion 
taken by the Government oa the recomlllCndatioas of tbe Public Accounts 
Committee contained in their 71st Report (1001 Lot Sabha) on Production 
of an armoured vebicle 'Z', ill JUn and ammunition. 

2. In their earlier Report the Committee bad found inordinate delay in 
the completion of armoured vebicle 'Z' project resulting thereby in COlt 
and time-overruaa, besides several other shortcomings in the ex.ecutioD of 
the project. 1'beIe mainly related to the inadequacies in project pIaaaia" 
under-utilisation of capacity, extra expenditure iDc:urred involviaa foreip 
exchan,e on imports of machine/components due to the .lIy in the 
completion of the project, deficiencies in the monitoring of the project, 
irregularities in the execution of civil works etc. Tbc Ministry of Defence 
have in their action taken note stated that in pursuance of the recommen­
dations of tbe Committee DeCeIS'ry rectificatory steps have been taken and 
that instructions bave beeIt issued to all concerned with a view to avoidin, 
inordinate delays in the execution of such defence projects. In this Report 
the Committee bave desired that the instructions should be scrupulously 
foDowed, reviewed by the Ministry at regular intervals and non-comptiaace 
of the same should be viewed seriously. 

3. This Report was considered and adopted by the Public Accounts 
Committee at tbeir litting held on 20 February, 1995. Minutes of the 
sitting form Part-II of the Report. 

<t. For facility of reference and convenience, the recommendation of the 
Committee bu been printed in thick type in the body of the report and 
bu also been reproduced in a consolidated form in Appendix· to the 
Report. 

5. The Committee place on record their appreciation of the usistance 
readered to them in tbe matter by the Office of the Comptroller and 
Auditor General of India. 

NEWDD.Hli 
24 FtbnMllY. 1995 

5 Phi,.".., 1916 (StIkG) 

BHAGWAN SHANKAR RAW AT, 
Clulimtlln, 

PIlbUc AccolUll.I Committee. 

(v) 



CIIAPTEIl I 
REPORT 

nil Repon of the Committee deals with the a~ioa taken by 
Government on the recommendations and observations contained in their 
7l1t Repon (Tenth Lok Sabha) on Paragrapb 33 of the Report of the 
Comptroller .t Auditor General of India for the year ended 311t Marda, 
1991, N:o.8 of 1992, Union Government (Defence Services-Army .t 
Ordnance Factories) relatiRg to Production of an armoured vehicle 'Z', its 
gun and ammunition. 

1.2 The 71at Report whicb wu presented to Lok Sabha on 27 April. 
1994 contained 11 recommendatioDl. Action taten notes have been 
received in respect of all the recommendations and these have been 
broadly categorised as follows: 

(i) Recommendations and observations which have been accepted 
by Government: 

S. Nos. : I, 2, 5, 6, 7, 10 and 11 

(ii) Recommendations and observations which the Committee do 
-IIot desire to pursue in the light of the replies received from 
Government: 

S.Nos. : 3, 4, 8 & 9 

(iii) Recommendatio.Rs and observations replies to which have not 
been accepted by the Committee and wbich require reiteration : 

-NIL-
(i~) Recommendations and observations in respect of which 

Government have furnished interim replies : 

-NIL-
1.3 In the succeeding paragraphs the Committee deal with the action 

taken by Government on some of the recommendationr: 

Dellly In Production 0/ armoured vehicle 'Z' 
1.4 A pro~ for production of armoured vehicle 'Z' was saacrioned in 

April 1987 WIth an estimated cost of RI. S03.7S erares and was planned to· 
&e completed by May 1989. However, the project was completed in March, 
1994. The 71at Repon of the Committee (10th Lok Sabha) besides 
revealing the cost and time overruns had also pointed out several other 
shoncomingslirregularities .. jn the execution of the project. These mainly 
related to tbe inadequacies IO'project planning, under-utilisation of rated 
capacity due to reduced demands from army, awtidable outgo of foreign 
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exchange on assembly of 175 vehicles with imported CKD components 
valuing Rs. 270.75 crorcs, as against the originally envisaged expenditure 
of Rs. 63.86 crores for 50 vehicles, which was necessitated due to the delay 
in the completion of the project, deficiencies in the monitoring of the 
project, irregularities in the execution of civil works etc. Expressing their 
conee'rn over the inordinate delay in the completion of the project the 
Committee had emphasised the need to make the functioning of the 
mechanism for monitoring the progress in the execution of important 
projects involving defence preparedness of the country more effective. 

1.5 The Ministry of Defence have in their action taken note furnished to 
the Committee on 8.2.1995 inter-alia stated that instructions have been 
issued regarding planning and execution of major defence projects. As per 
these instructions, formulation of a project report should be done with 
·utmost care and meticulous regard for details and a clear understanding of 
the complexities involved in the execution of the project. While fixing time 
frame for completing various stages/phases of the project. due note should 
be taken of all the factors that could have a bearing on their 
implementation, based on past experience as also foreseeable trends with a 
view to laying down realistic target which are capable of being achievcd 
and also for strict adherence for achieving the time frames so fixed. Thc 
Ministry have also emphasised that the terms of reference, functions and 
frequency of meeting of the institutionalised monitoring mechanisms like 
steering committees, monitoring groups, working groups etc. which arc 
constituted for monitoring implementation of the projects should be clearly 
laid down and efforts should be made not only to hold structured meetings 
of these groups, as per the frequency envisaged but structures of the 
meetings should be so designed that the discussions are made effective and 
purposeful in regulating criticaVbottleneck areas which could contribute to 
avoidable delays. 

1.6 Reacting to the Committee's observations rcgarding outgo of 
precious foreign exchange due to avoidable imports arising out -of the delay 
in the completion of the project, the Ministry of Defence have informed 
the Committee that there h-as been a marked achievement in the 
indigenisation of components/sub-assemblies of vehicle ·Z'. According to 
the Ministry. the indigenisation achieved by March 1994 was to the ~xtent 
pf 93%. As regards under-utilisation of capacity the Ministry of Defence 
have in their action taken note inter-alia stated that spare capacity 
available is now being utilised for new emerging requirements of the Army 
for overhaul of 'Z· vehicles, manufacture of prototypes of new MBT. 
variants of 'z' vehicles etc. According to the Ministry. utilisation of the 
spar"-.! capacity fo~ the abbve· mentioned purpo~s would result in 
substantial savinas in setting up of facilities for those purposeS which would 
have been otherwise needed. Dealing with the irregularities pointed out by 
the Committee in ttle execution of civil works etc. the Ministry stated that 
a policy letter has been issued to all concerned emphasising the need to 
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exercise due care in pllUUling and execution of works to avoid recurrences 
of such cases in future. 

1.7 In their earlier report the Committee had found Inordinate delay In 
the completloa 01 armoared vehk:1e 'Z' project resultlnl thereby In cost and 
time OVtITIIIII, besides .veral other Ihortcomlnasllrregularltles In the 
aecutloa of the project. TheM mainly related to the inadequacies In project 
plannlnl,under-utDlsation 01 capacity, eun expenditure Incurred Involvina 
forelp achanae oa ImportJ of machlDtIv'compoDents due to the delay In 
the completion of the project, deftclendes In the monitoring or the project, 
IrreplarIdeI In the aecutloa of civil works etc. The Ministry of Defence 
have In their action taken note ltated that In pursuance of the 
recommendatlou of the Committee necessary rectlncatory steps have been 
taken and that lDItructiou have been Issued to all concerned with a view to 
avoldlna Inordinate delays In the aecution of such defence projects. The 
Committee desire that the lnstructioDi should be scrupulously followed, 
reviewed by the MInIstry at replar Intervals and non-compliance of the 
I8IDe should be ~ viewed seriously. 



CIIAPTER 0 
RECOMMENDATIONS AND OBSERVATIONS WHICH HAVE 
.. BEEN ACCEPrED BY GOVERNMENT 

Recommendation 

The Committee note· that bued on extensive trials in 1979, the Army 
Headquarten recommended the inductioQ. of Armoured Vehicles 'Z' into 
the Indian Pleat to be used IS interim vehicle pending production of an 
~uaIy developed Armoured Vehicle 'M'. The Cabinet Committee 
OD PoIitic:al Main (CCPA) while approving the proposal in Jun 81 had 
ctirected the Ministry of Defence to explore the possibility of 
manufacturing these vehic1ea in the country under licence from the 
foreign lupplier. Accordingly in JuI'82 the M of D conclude~ an 
apement with the foreign supplier for licence and technical know-how 
for indigenous manufacture of certain number of vehicles on payment of 
I 6cence fee of RI. 45.59 crores. It was decided to produce the vehicle 
'7: It Factory 'A' by augmenting its existing capacity and after transfer 
of technology by the Collaborator. The Project was sanctioned in Apr'87 
with an estimated cost of RI. 503.75 Crores including foreign exchange 
component of RI. 149.15 Cron~'. The planned date of completion of the 
project was May'89 and peak production was expected to be achieved 
duriDa 91·92. The project WIS atrictly a time bound one and trickle 
production was expected from 1987-88. The Committee's examination of 
the Audit Review has revealed several short-comings in the 
implementation of the Project which are dealt with in the succeeding 
parqraphs~ 

[So No.1, Para Si, Appendix n of 71st Report of PAC (10th Lot 
Sabha)] 

ActIon Taken 
The project WIS operational since May 1989. The scbedules for 

completion of Civil Works and PAM and actuals are as under:-

:a .. SeII_C.W. ~ Sda of PAM Actual 

1 2 3 4 5 6 

L GA 11/17 11/17 4/88 9/89 
2- HI' 02/17 02/17 16/11 9/90 
I- lIP 02117 02/17 10/11 8190 
4. 'I'IlANS 02/17 02/17 10/11 6/91 

(Eaept 2 Key QiC vn. 
aader lWA) 

So ao 01/17 01/17 03/. 4/92 (-do- UDder JWA) 

4 
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• 
I 2 3 4 5 6 

6. CA 08/17 08/87 03/89 4/92 (-do- under JWA) 
7. HULL 08/88 08/88 04/89 4/92 ~pt 3 imported 

key CNC Mia) 
L TUREBT 11/87 11/87 04/SP 12/92 (Except 7 impo~ 

by CNC Mia) 

'It could thus be ICen that buildings were completed on time. 

2. PelM were practically ordred for all the shops barring a few 
exceptional cases and for reasons beyond control of the Project 
Authoritiea1 Deptt. The progress with regard to positioning of P&M and 
project implementation was as under:-

4/17 4/88 3/89 5189 3/90 3/91 3/92 3/93 3/94 

PLANT AND MACHINEIlY 

S.D. PI8ced 48 1150 1292 1301 1310 1313 1356 1360 • 1359 
PAM Reed 29 313 919 993 1238 1293 1313 1354 1359 
PAM Erected i9 2m 631 724 1223 1282 1302 1345 1359 
PAM Caaui- 'D 137 489 S79 1156 1232 1285 1331 1359 
IIioaecI 

• 1 No. CaDCelled. 

NOTES 

Duriq the period 4187 tiD 4/88, the activities with regard to 
placement of Supply Orden for PelM were intense and monthly rate 
reptered an all time hi&h figure. • 

TbiI tempo wu lUaained thereafter to·the extent technically practicable 
and depen~ upoD compleDty of the specifIC cues. 

Bulk of the macbinea were received by May 1989. 

1bP. was *chieved inapite of the foUowing constraints which were beyond 
the control of the Project Authorities 1 Deptt. 

. Dela,. in the IIChI8l transfer of "'Technology Project Report" by the 
CoDaboraton. IDIpite of pursuing the .. ~e at the highest level, tbe 

'Ruaian autboritiet.toot time to finaliae daeReport (Tech Project Report -
TPR). 

Embaqo with regud to aport of P&M by Foreign Govts. for Defence 
IIldustriea in 1ncIIa~ The partic:uIaD of countries,· key machines involved, 
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and the components affected ue furnished below: These are part of major 
assemblies for 'Z' 

Country: 

Machines: 

S. Korea 

Vertical 
Machining 
Centre 

Prlnuuy Componenl8 affected: 

Germany 

Vertical 
Turret 
Lathes 

Japan 

Chuckers 

Hull lIlY. Rotary Conveyor, Gear Box, Fan drive, Sprocket Assy. and 
Idler Wheel AMy. Initial offen received were too high as compared to 
estimates and teclmo-ecooomic asaeument. This necessitated re-tendering 
as weD as DelotiatioDi with inm,enoUl machine tool manufacturers 
preferably PSU. which reaulted in substantial reduction in cost but delayed 
placement of orden. 

The joint working arrangements have been dropped abruptly by some of 
the foreign machine tool manufactureJ'l.· This situation was beyond the 
control of Project Authorities. ego DORRIES &. Schiess of Germany and 
COMMOU of Italy. 

Emphasia wu laid in encouraging Indian machine tool Industries. ~ 
However, they could not come up to expectations because of their 
constraints in building up capacity and resources and also the constraints 
experienced by them not only in lupply but also in commission / executing 
the orden. 

Delay in commissioning of imported machines by some of foreign 
IUpplien because of change of ownership at their end. 

TrictJe production did commence from 1987-88 and 15 'Z' vehicles were 
_oed. 
[Ministry of Defence I Department of Defence Production & Supplies 

O.M. No. PCll 2(9}183/DP(Plg-lII) dated 08-02-1995] 
Ilecommendatlon 

The Coinmittee are ctistreaed to find that the Project onginally 
scheduled to be completed by May'89 has been completed in Mar' 94. The 
Ministry of Defence (Deptt. of Def. Prodn & Supplies) attributed the 
delay iIIteNIliII to the delay in ordering, receipt and commissioning of the 
plant .t machinery. ne Ministry also stated that the original time schedule 
:::::Lean for a project of this magnitude wu ambitious, too tight and 

. . . To say the least the Committee are surprised over this plea'­
taken by the Ministry at this stage. This is clearly indicative of the lack of 
proper planning and also of the fact that the targets fIXed are not such as 
are capable of aclUeYement. Further considering the fact that project has 
been completed after a lapse of aeven years as against the target of two 
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years clearly shows laxity in the execution of the projects. The Committee 
take a serious view of such delays in the execution of projects particularly 
those involving defence preparedness of the country. 

[SI. No.2, para 58, Appendix II of 7lst Report of PAC (10th Lok Sabha)] 

Action Taken 

The project stands physieally eompleted as of Mar' 94 with the erection! 
commissioning of all the 1359 machines. In real terms. the project was 
operational since May' 89. All building work was completed 96% of P&M 
(1301 out of 1359) had been ordered. About 73% (993 out of 1359) P&M 
had been received and 53% erected (724 Nos.) Trickle manufacture 
commenced in 1987-88 as planned. 

It may be appreciated that even during the phase of ordering. receipt 
and commissioning of machines, manufacturing activities had been com­
menced and the laid down annual targets have been met for manufacture 
and issue of Equipment ·Z'. The project was constantly monitored by 
Steering Committee at Secy (DP&S) level. monitoring Committee at Addl. 
Secy level, and Working groups at Addl DG level in an effort to complete 
the project within the time schedule. However, there was. extraneou~ 
factors which led to the delay in full completion of the Project, as given 
below:-

(a) Delays in the actual transfer of 'Technology Project Report' by the 
collaborators: In spite of pursuing the issue at the highest level, the 
Russian authorities took time to finalise the report. 

(b) Embargo with regard. to export of P&M by foreign governl11ents 
for defence industries in India: 

Key machines like vertical machining centre, v<irtical turret lathes. 
chuckers were delayed because of embargo imposed by South Korea. 
Germany and Japan. This necessitated retendcring as well as negotiations 
with indigenous machine tool manu·facturers. Even joint working arrange­
ment was dropped by some of the foreign machine tool manufacturers 

-which led to delay for some of the critical machines. Further. commission­
ing, of some of the imported machines got delayed due to change in. 
ownership at suppliers end. Inspite of these, special efforts were made to 
meet the, targets of 'Z' vehicles' by importing some of the balancing 
components/sub-assemblies and by taking assistance from trade. All the 
targets of 'Z' vehicles specified by the Army were regularly met. 

Instructions have been issued that time schedule for completing such' 
projects be laid down after considering the complexities involved and that 
realistic targets capable of being achieved be fixed. One copy of instruc­
tions is at Annexure I. 

[Ministry of DefencclDepartment of Defence Production & Supplies 
O.M.No. PCll 2(9Y83IDP(Plg-I1I) Dated 08-02-1995] 
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ne Committee note that u against the original rated capacity of 200 
whicles per aDDum the actual production of the factory hu been far leas. 
'!hey find that the actual production achieved duriag the year 1991-92 and 
1992-93 were only 72 and 80 respectively. The Committee have been 
iaformed. that the production schedule ,I)u since undergone changes. 
Aaording to the Ministry, the Production Sc::hedule had to be revised due 
10 reduced demands from Army on account of budgetary constraints, 
uncertainties ill supply of certain 'parts from the supplier etc. The 
Committee note with great concern that the production capacity created at 
pat COlt remains largely under-utilised, 

[SI. No.5, para 61. Appendix'lI 9f 71st Report of PAC (10th Lok Sabha)] 

ActIon Toea 

1berc WII a revision in the targets set by Army aDd all the requiremenll 
have been rcpIarIy met. Though infraStructure and P.tM II for 200 
equipment, manpower hu been positionCd for the revised WJeti only. 
However, spare capacity available is now being udlised for new emerging 
requirmcntl of the Army. The overhaul of 'Z' vehicles hu commenced in 
the fint year of requirement projected by the ICrviccl which otherwise 
would have taken a long time. Production of prototypes of new series of 
MDT hu alao beeD takeD up. A few variaDts of 'z' equipment. requiring 
t.ciIities similar to 'Z' vehiclel bu a110 been taken up. ID fact, work 
equivalent to about 110-120 'Z' vehicles is p1~DCd durin& 1994-95 . 

. Utilisation of these facilities for DCW emerpn, requirements bu not only 
helped iD lakin& up production in the very fint year of requirement, but 
bu aIIo rcsulted in lubstantial savinas in aettin, up of facilities which 
would have been Gtherwise ncccled. 

[Ministry of DefcncelDepartment of Defence Production .t Supplies 
O.M.No. PC11 2(9)I83IDP(PIa-ID) Dated 08-02-1995] 

Reeommeadatloa 

AI reprda remedial steps, the Committee were informed by tbc 
Ministry that they had cone in for diversificatioa for optimum utilisation of 

. plant aDd mac:binery installed by way of rcnderin& auistancc to HAL. 
EML. Prep, VSSC, ADA, ISRO, Railways etc. However. eccordin, to 
the NlflltrJ dhenification to civil sector is further constrained OwiD, to 
die fa6 that, Ordnance Factory set up had been entirely dedicated to 
defellCe needs oaly. The Committee rec:oll\mend that the Ministry Illouid 
~ for exploring possibilities of further diversification and exploring of 
Iorcip markets for optimum utilisation of the installed capacity. 

[SI. No.6. Para 62. Appendix II of 71st Report of PAC (10th LOk 
Sabha] 
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ActIoa Tuea 

A constant review is being taken for spareable capacities and utilisation 
thereof. New emerging requirements of the Army for overhaul on 'Z' 
vehicles. manufacture of prototypes of new MDT. variants of 'Z' vehicles. 
which would have required setting up of new facilties have been planned to 
be taken up in 1994-95. In 1995-96. overhaul of 'Z' vehicles is planned to 
be increased by 3, times than that in 1994-95. 

Possibilitiq lor further utilisation of spareable capacity are being kept in 
witw with the objective to further enhance' the output of capacities 
available. 

[Ministry of DefencelI)epartment of Defence Production &: Supplies 
O.M.No. PCll 2(9)183/DP (PIg-III) Dated 08-02-1995] 

'f'~ 
Ricommendatlon " 

The Committee find that a Steering Committee and differeat Working 
Groups under the former were constituted to ~ntify and resolve critical 
bottleneck area in the implementation of the Project. They are, however 
constrained to observe that dunng Feb. 83 to Mar. 91. the Steering 
Committee had met only 13 times as against 49l11eetings envisaged and the 
Working Group On specific areas met between '7 to 18 times only against 
28 meetings envisaged for each group during the above period. Consaider­
inl the inordinate delays in the completion of the project. it is apparent 
that the Steerin, Committee failed in resolving the critical bottleneck areas 
in the implementation of the Project. The Committee red.Ommend that the 
Ministry of Defence should' look into the inadequacies in the functionin, of 
the Steering CommitteeIWorking Groups for appropriate remedial action. 

[51. No.7 Para 63. Appendix II of 71st Report of PAC (10th Lot Sabha» 

Action Tuen 

Though there were structured mectmgs planned. intense monitoring was 
done at the field level. at the Board level and also at' the Ministry level. 
Workin, Group meetings were also arranged as and when required. The 
monitoring was so intense that in some cases manufacturers had to pay a 
penalty far delay in supply of items in time and aIso\ in non-coanmissionin, 
of, machines. However. instructions have .been issued that steps should be 
taken to bold structured meetings of Steering c:8mmlttcc and working 
81'oups at the frequency envisaged for ~ projects so as to mate them 
effective and purposeful in resolving criticallbottleneck areas. One copyof 
tbe instructioaI II at Annexnrc I. 

[Ministry of DefencelDepartment of Defeace Production &:' Supplies 
O.N.No. PCll 2(9)I83IDP (PLG-IU) Dated ()8.()2-l99S] 
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Recommendation 

The Committee further note that subsequent to the diversion of the 
pipe-lines, pipes worth Rs.S.OO laths were stolen from the area where 
excavation for rechecking lead contents was done by the contractor. The 
pipes were reported to be stolen twice once in Aug. 88 and then in Oct. 
88. According to the Ministry, defence properties within the boundary wall 
or fencing are only regularly guarded and the existing piplelines where the 
theft occurred was not within the fencing or boundary wall. The Commit­
tee cannot a~pt this as a valid "argument and desire that suitable steps 
should be taken by the authorities concerned for safeguarding 'the 
government properties. 

[SI.No. 10, Para 66, Appendix II of 71st Report of PAC (10th Lok 
Sabha)] 

Action Taken 

RemediaVCorrective action taken 

A portion of unguarded pipeline was stolen in 1988 which was not within 
any boundary walllfenced area. 

The pipeline is presently secured within a compound wall constructed 
later for another project and is also checked by departmental personnel to 
avoid theft. 

A policy letter has also been issued vide letter No 955331P01lE2 (WPC) 
dJted 16 June, 94 by E in C Branch to avoid such occurrences in future. 
One copy of the letter is at Annexure II. 

[Ministry of Defenu/Department of Defence Production & Supplies 
O.M.No. PC11 2(9)1831DP (PIg-III) Dated 08-02-1995] 

Recommendation 

To sUJDmarise the foregoing paragraphs reveal inordinate delay in 
execution of project involving cost and time over-run. There had been 
several other shortcomings/megularities in the execution of project for 
production of the Armoured vehicle 'Z', Its gun and ammunition. These 
mainly related to the inadequacies in Project. Planning, under utilisation of 
capacity, extra expenditure due to avoidable imports, irregularities in the 
execution of civil works' etc. The Public Accounts Committee have time 
and acain commented upon the inordinate delay in the execution of 
important defence projects. In their 58th Report (Tenth Lok Sabha) the 
Committee had ieco.nended that the Ministry of Defence should have a 
fresh look at the functioning of the mechanism for monitoring the progress 
in the execution of important Defence projects to make it more effective. 
The Committee desire that the Ministry of Defence while reviewing the 
mechanism should also make use of the facts brought out in this report as 
useful inputs in the process. 

[SI. No. 11, Para 67, Appendix n of 71st report of PAC (lOth Lok 
Sabha)] 
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ActIoD Tuea 

M direc:tecl by Public Ac:counll Committee, the facts brought out in the 
report wiD be made 11M of • UICfuI inpull in baving a fresh look at the 
functioain& of mechanism for moDitoring the progress in execution of 
Defeoce projects. 

(Ministry of Defenc:elDepartment of Defence Production & Supplies, 

O.M. No. PC11 2(9)1831OP (PIg-III) Dated 08-02-1995] 



ANNEXURE I 
MINISTRY OF DEFENCE 

(Department of Defence Prodn. &l Suppli~) 
SUBJECT: Instructions regarding: planning &: execution 0/ mII/o" 

de/(llce projects. 
In their ~nty First repon on production of an armoured 

vehicle 'Z', its gun and ammunition the Public Accounts Committee 
(Tenth Lok Sabha) have, inter-alia, made the following 
observationHecommcndations: 

"58 ...• .... The Ministry also stated that original time schedule 
of two years for a project of this magnitude was ambitious, 
too tight and unrealistic. To say the least, the Committee 
are surprised over this plea taken by the Ministry at this 
stage. This is: clearly indicative of the lack of proper 
planning and also of the fact that the targets fixed are DOl 
such as are capable of achievement ..... " 

"63. The Committee find "that a Steering Committee and 
different Working Groups under the former were constituted 
to identify and resolve critical bottleneck areas in the 
implementation of the Project. They are, however. 
constrained to observe that during February 1983 to March 
1991 the Steering Committee had met only 13 times Ii against 
49 meetinp envisaged and the Working Groups on specific 
IU'CU met between 7 and 18 times only against 28 meetinp 
envisaged for I eac" . group during the above period. 
Considering the inordinate delays in the completion of the 
project, it is apparent that the Steering Committee failed in 
rcsolvina the critical bottleneck areas in the implementation 
of the project. The Committee recommended that the Ministry 
of Defence should l~k into the inadequacies in functioning 
of the Steering CommitteoWorking Groups for appropriate 
remedial action." 

2. the observationmcommendations have been examined. It 
.Mrdly needs emphasis that the formulation of a project report 
Ibould be done with utmost care with meticulous ..,prd for 
details and • dear undentanding of the complexities idvolved in 
aecution of the project. While fixing time frame for completinl 
wrious sta~ of the project, due note should be taken of 
aU the facton that could have a bearing OIl their 
_plcmentation. based on past experieac:e as also forcsccablc 

;:j 

u 
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1Ialda with a ~ to lay down realistic target which are capable of being 
acbie¥ecl. Once such targets are fixed, the time frames for achieving them 
should be Itrictly adhered to. 

3. The terms of reference, functions and frequency of meetings of the 
iaslitutionalised monitoring mechanisms like steering committees. 
monitorina &rOUps, workina groups etc. which are constituted for 
monitorina implementation of the projecla should be clearly laid down and 
efforts should be made DOt only to hold structured meetings· of these 
poups, u per the frequency envisaged but s~ of the meetings 
mould be 10 designed that the discussions are made effective and 

. purposeful in resolving critica)t)ottleneck areas which could contribute to 
avoidable delays. 

4. These instructions may kindly be broupt to the notice of aU 
c:oacemed for atriet compliance. 

AP loint ~1IIriG ill the Ministry of Defence 

sd' 
(Salish Kumar) 

Joint Secretary (OF) 
Tele: 3013694 

M of D ID No. PC.ll 2(9)8M>P(PJa.UI) dated 30.11.94. 

Copy to: 

1. DGOBOlairman 
Ordnance Factory Board, 
100A, Auctland Road, 
Calcutta. 

2. CUef Executives of aU Defence PSU. 

N.O.O. 

(i) Addl. FA(T) 

(ii) Director (Worts), DB£ in C Branch. 

(iii) OSD (P) 

(iY) ITs to Sccy (DP4S) 

~ 
(Salish Kumar) 

Joint Secretary (OF) 



Tele: 3019637 

No.9553:Wol-£2(WPC) 

E-in-C's List 'A' 

ANNEXURE /I 

Dy. Dte. Gen. of Works (P&C) 
Engineer-in Chiefs Branch 

Army Headquarters 
. Kashmir House, DHQ PO 

New Delhi-ll0011 

16th June 94 

PLANNING AND UTILISATION OF FM SE)tVICES 
~ 

I. Detailed instructions on various factors that need to be considered in 
depth while planning and execution of water supply schemes; already exist. 
Important among these are assured availability of water. an undertaking 
from the water supply agc;acy that water to the extent agreed upon will be 
supplied and full utili salon of the scheme on completioM:ommis.~ioning. 

2. In spite of this, a case has come to the notice of this HO where a 
pipeline for supply of water to a tank was laid at considerable cost but 
could not be effectively utilised due to non supply of committed quantum 
of water by the supply agency. Also, there was theft of a large portion of 
pipeline resulting in initiation of a loss statement for approximately Rs. 5 
lakhs. 

3. It is therefore imperative that due care is exercised il). planning and 
execution of works to avoid reoccurences of such cases in future. Before 
undertaking water 'supply schemes, adequate supply of water should be 
invariably ensured. A penalty cla~~~.in the agreement fOr short supply 
could also be considered. It.Jhould also be ensured that in future assets 
created arc fuUy and effectively utilised and safe-guarded. 

4. Please issue necessary instructioqs to all Zonal CEs-CsWE to ensure 
compliance of the above instructions. ,. 

5. Please acknowledge. 

Copy to :-
Internal: ADGW (DP},k. 

DDGW (lJriIIiiIMI~· 
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(K. Prabhakara Rao) 
Chief Engineer. 
DDGW (P&C) 

for E-in-C 



CHAPTER III 

RECOMMENDATIONS AND OBSERVATIONS WHICH THE 
COMMITTEE DO NOT DESIRE TO PURSUE IN THE LIGHT OF 

THE REPLIES RECEIVED FROM GOVERNMENT 

Recommendation 

As regard the cost over-runs, different figures have been furnished to 
the Committee. According to audit due to time overtun in the Completion 
of the Project and reduction in procurement of- the number of machine 
originally envisaged resulted in cost overrun of Rs 74.13 crores. However 
as per the note furnished to the Committee the Ministry of Defence have 
stated that the anticipated expenditure of the project on completion would 
be Rs 424.59 crores as against the original estimated cost of Rs. 503.75 
crores. The Committee consider it relevant to point out in this connection 
that the reduction in the number of plant and machines froin that which 
was originally envisaged is also a significant factor in determining the cost 
over-run. As against the original provision for import of 2008 machines. 
the actual number of machines imported was 1359. The estimated cost of 
the machines which were not imported has not been intimated to the 
Committee. Under these circumstances, the Committee are not able to 
find the precise cost overrun on the Project. They therefore, desire to be 
apprised of the precise expepditure incurred on the project with reference 
to original estimates after taking into account the impact of the reduction 
in the number of machines imported. 

[SI. No.3, Para 59, Appendix n of 71st Report of PAC (10th Lok Sabha)] 

Action Taken 
1. As against 2008 machines to be procured, only 1359 machines were 

actually procured, out of which 108 numbers were imported machines. At 
the time DPR was prepared, most of the machines envisaged to be 
procured were conventional machines.· However, due to technological 
advancement and upgradation of process technology and the availability of 
CNC machines, project ex~ting authorities procured reduced number of 
high productivity machines by reducing conventional machines but without 
derating overall capacity. Hence, it was feasible to build in the capacity for 
the project with 1359 machines within Rs. 292.21 Crores. Estimated DPR 
cost of 649 machines which were not ;p'~ocured works out to approx. 
Rs. 123.03 crores. 

2. Reduction with regard to number of machines was possible only after 
obtaining actual techno-commercial offers from machine tool 
manufacturers of repute. The emergence of computerised numerically 

15 
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CODuoDecl machines technology duriDa the particular periodlyears bad its 
on impact in &ivin& an upgradatioo in the decision making process viz. 
choice of OfC macbinea. 

'Ibia indcpth anal,.. WII l10t ptactic:able in full in DPR stage, but could 
be reaIiIed on.the bail of actual and specific responses at the proc:urement 
.... of lIlIChinea. 

3. Out of the total eapen4iture of 311.21 Cn. (p&:M &: Eqpt) u 
zeported till date, the apeaditure OD the ordered 1359 machines alone 
WQI'b out to Ra. 291.13 CrorCa. 

PredIe &pcnditure inqmcct • of 20 Sept. 94 
PelM -h. 317.21 Clores-
(Pee: Ra. 76.984 CIoreI) 
Qvil worD -Rl. 88.21 CIores 

-nus indudcd Ra. 25.00 Crorea (RE) of Tooling &: Equipments 
Total -Rs. 405.44 Crores 

4. Hence, there hu been no cost mcmm inspite of time overrun over 
the earlier projected schedules. 

[Miniatry of DefeDcelDepanment of Defence Production &: Supplies 
O.M.No. PC 11 2(9)I83IDP (PIa-In) Dated 08-02-1995] 

Recgmmegdatlon 

The Committee note that u per the Project Report, production of the 
Armoared Vehidea wu to commence from 1987-88 onwards. According to 
the oriJinalldledule 200 vehicles were to be produced by 1989-90 out of 
wIIida the fiat ~ vehidea valued at RI. 63.86 CIores only were to be 
lllembled &om imported CICDa. Tbe Committee however fmd that entire 
production of 175 ·vehicles duriDa this period was by assembly with 
Improted em. < exc:eptiq a few of CKDs valued at 
Ra. 270.7S crorea. 1be Committee regret to note that the delay in the 
completion of the project bad led to an a~idable outgo of precious foreign 
ac:banae of si%eable magnitude. 

(SI. No; 4, Pan 60, Appendix D of 71st ·Report of PAC (10th Lot 
Sabha)] 

AdIoD Tatlll 
With • ¥lew to achieve self reliance in productionisation, it ·was decided 

10 plan incfiaenisation of aD the componentslsub-aaemblies exCept for a 
In items, teepinl in view the industrial base aYailable in the "C:ObDtry. 
36 main coc:Iea and 18 put codes out of a total of 81 main codes and 18 
'pUt codes were planned to be Indiaeniled tatinl assistance of the civil 
1ICtor, 34 main codes were planned to be manufactured \>y the project 
taking assistance from. the trade. Some of the items were t~ be specially 
cIegeIoped and established by indipDoullOU1'CeS in the countrY far the first 
time. 'I1Iere was lOme delay in ptdDa iDdipJl011l equivaleilt,of ~an 
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material, products, sub-systems for the 'Z' equipment. Development of 
lUitable annour plates equivaJent to Russian produet by tbe indiaenoua 
lOurces also took time. In addition, for some of the sub-systems for which 
there was delay in receipt of machine and plant because of embelJO 
imposed by Gennany, South Korea and Japan. It was propolCd to obtain 
these from Russia by invoking the provisions of Licence aarccmentJ which 
provided for delivery of tank components at various stages of technoiop:al 
readiness and abo for delivery of completin. articles, IOIDC blanks, parts 
aad materials for the period of mastering of tuk produc:tioa uadcr apecd 
upon lists by both the sides. Accordingly importatioa of product IUpport of 
smaJl assemblicslsub-assemblies had been resorted to on need buis. This 
was with a view that target set' for manuflCture of 'Z' oquipmeat is 
Idbered and there is no delay in manufacture of 'Z' equipment required 
for defence preparedness. 

2. There hll been a marked achievement in indigenisation, ego in the 
finI 4 years. i.e. by tbe year 1990-91, more tban 50% indipnisation by 
value was ac:hieved and by March 1994, the indiacnisation Khieved .11 
93%. 

(Ministry of DefencclDepartment of Defence Production &: Supplies 
O.M. No. PCII 2(9)1831OP (P-la-III) Dated 08-02-199S] 

Recommendatloa 

The Committee noted that a Project for manufacture of gun 'P' and '0' 
IIDCtioned on 15 Nov. 1988 at a cost of RI. 19.70 crures, was lCbcduled to 
be completed by 14 May 90 but could be completed only in 1993 after a 
delay of 3 years. According to the Ministry subsequent chanp in the acope 
of the Project and delay in execution of Civil:.Works were the contributory 
flctors for belated completion of the Project. The requirementl of pnl 
aad ammunition for the Annoured Vehicle 'Z' assembled at the factory 
during this period bad been met either through direct import alon, with 
vehicle 'Z' or II CKD assemblies thereby rendering additional 
expenditure. The Committee regret to point out that had there been 
proper plannin, to synchronise production of guns and ammunitions to 
that of the vehicle 'Z' avoidable additional expenditure incurred in 10 as of 
Ioreip cxc:banae on imports could have been avoided. 

[SI. No.8. Para 64, Appendix II of 71st Report of PAC (lOth Lok 
, Sabha)] 

Actloa TlIlea 

The project envisaged that barred which required import of sophisticated 
mKhine called cold swaging machine and a few more componen .. would 
be manufactured in the factory and all other components would be 
developed with trade. On floatation of the tender. it was learnt that lead 
time for importation of tbe cold swaging machine was 42 months and 
thereafter, 6 montH would be required for ercc:lion. comm.ionin, and 
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eatabtilhin, production at the factory. 1be machine was ordered in June 
1990 and received in May. 1992. All other machines were received IDCI 
COIDft\iIaioDOCl by March 1993. But reaponse from civil sector for ... pply of 
Glher components turned out to be very poor in view of (i) requirelllCllts 
bein, for small nuft\ben and (ii) items requiring apeciII skill and 
machinery. 

%. The perspective p1annilll vi.r-G-vis the action plan as enviaapd ia the 
period 1986 to. 1988 had to be cbangedlrec:at IUbscquently bocauIe of 
dnatic: rcducdqn Of Anny's requirement bolla for armameats and 
anununitiona. Factory had to take up tbe manufacture of all other 
components abo with its exillin, facility and develop thole ite.... DOt 
eaYilaacd. N auch. to meet the requireft\eats of vehicle oZ' CKDI and 
components were imported-as essendaDy required by Factory. There wu 
DO a¥Oidablc additional expenditure. 

IlepnIIq AmlDaaldo. for G .... P a Q. 

3. In 1985 .t 1987 sua.anlive requirement of ammunition for Gua '0' 
was projected by Anny in their penpective plan. Accordin,ly a project for 
creadn, manufactuin, facilities for production of 1.'75 laths rounda per 
annum for ammunition '0' was sanctioned by Govt. in June 88. 
Sublequendy when it was intimated that there would be no requirctnent of 
the variety of the ammunitions, the project was c:ancellcd by Govt, in July 
9% without any financial repercussions. 

4. For the ammunition for Gun 'P' project was neither envisaged nor 
uDCdoaed. 

5. Baled on Army's requirement for sublequent yean. various CICDs 
tor both the Ammns. P" 0 were imported from Russia in 1987 and 1988. 
Put of IUcb em. are stjll in 'stock since no substantive ordcrlindent was 
received from Army inspite of repeat expcditors and discUuiona. 

[Ministry of Defcnc:clDepartment of Defence Production .t Supplies 
O.M. No. PClI 2(9)I83IDP(pIJ-ID) Dated 08-02-1995] 

R_ndatloa 

Durin, the course of examination the Coft\mittee came across certain 
other deficienc:ies in the execution of the project. The Committee find that 
with a view to lettin, up additional facilities at Factory 'A' for the 
_ufacture of vehicle 'Z' Army land adjacent to Factory 'A' was taken 
over by Ordaance Factory Board froft\ the Anny. An Anny pipeline of 
2722.5 aetre:s tnvenina the land sa taken over was obstructin, the factory 
fIdIida ucl tllerefore, it was decided to re-route the same. 1be 
0DIMIIi0a wort was ... executed by the Garrisoa Enaineer in Nov. 85 at 
a COlt of RI. 16.19 Laths and the entire COlt was borne by the Project 
Atltboritiea. ~, to Audit tllere had never been any occasion to use 
die pipe-tiDe ever IiDce its diversion in 1985 and the expenditure of RI. 
16.19 LakItI IM:ted j .... fication. III the oPinioll of the Comft\ittcc this is 
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ODe more indicatioll of Ibc lack of proper Project Plannin, with reference 
to dae pouad reaIiticI. 
lSI. No.9, Pan 65, Appcadix n of 71st Rcpon of PAC (lOth Lot $abba)] 

AdIoa Takea 

M required lad was DOl available in the existin, Fac:tory. Army land 
adjacmt 10 the fKaory wu ideadfied IS the mOlt luitable and takeD 0¥eI' 
.., OFB from Army. It .. foUDd t"'l ID Army pipeline fecclin, an Army 
iDltaDatioa .. tnveni ... the takeD over IlDd. nil pipeliDe wu divened 
0UIIide the Factory faciUties. This work WIS completed OD 30.11.85. Due 
to iDadcquale water IUpply from TWAD Board. (as per apeement) this 
pipeline could IlOl be effectively utilised. However with the completion of 
KrisIuaa Water Supply Scheme by 1996-97. the availability of Wlter is Utely 
to improve aad committed qUlDtum of water is expected to be supplied by 
TW AD Board. Tbe Ute of pipe-Une is 40 yean. It may also be menlioned 
..... prior 10 divenion, the pipe-line WIS being utililed for supply of .. Ier. 
II wiD be fuDy utilised apia on availability of water at old pump house on 
completioD of Itrisbna Water Scheme for pumpin, water 10 racrvoir. 

The pipe-line lbough designed IS a rising maiD to pump waler to a 
IIOrap racrvoir, but there were occasions 10 mate usc of this pipe .. a 
pavity maiD to IUpply water from storage reservoir (which hu other 
ICMII'CCS of supply .. weD) for the units located near the pumping station. It 
... y aIIo be mentioned that the pipe will be fully utilised again on 
mlilabilily of water at old pump house on completion of Krishna water 
ICbeme for pumpin, .ater 10 racrvoir. 

(Ministry of DefencelDepartment of Defence Production 4 Supplies O.M. 
No. POI 2(9)1GDP(pJa-III) Dated 08-02-1995] 



CHAPTER IV 

RECOMMENDATIONS AND OBSERVATIONS REPLIES TO 
WHICH HAVE NOT BEEN ACCEPTED BY THE COMMI1TEE AND 

WHICH REQUIRE REITERATION 

-NIL-
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CHAPTER V 

RECOMMENDATIONS AND OBSERVATIONS IN RESPECI' OF 
WHICH GOVERNMENT HAVE FURNISHED INTERIM REPLIES 

NEWDELHIi 
24 F,bnuuy, 1995 

5 Phalguna, 1916 (Saka) 

-NIL-

BHAGWAN SHANKAR RAWAT. 
Chili"".". 

Public Aceouna Comminft. 
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POTU 
MINUTES OF 11IE TWENTY-FIRST SITfINO OF THE PUBUC 
ACCOUNTS COMMIIIEE (1994-95) HELD ON 20 FEBRUARY, 1995 

TIle Committee met from 1100 to 1130 brI. OD 20 February, 1995 in 
Committee Room '0', ParlillMllt Hoae AnDeu, New Delhi. 

PRBSBNT 
Sbri Bhapan SbaDbr Rawat - CIurirmM 

M ....... 
£ok StIbIM 

2. Sbri Badara Dattatn,. 
3. Sbri Dileep SiqIl Bhuria 
4. Sqa. Ldr. Kamal ChaudbrJ 
S. Dr. It. V .Il. CaowduJ 
6. Sbri J .... Veer SiDab DIoaa 
7. Sbrimad Krishnendra K.nr (Deepa) 
8. Sbri V. KriIbaa Rao 
9. Sbri MobaD SiDP 

RIll,. StIbItIJ 
to. SlId $om..,.,. Il ...... 
11. SlId 1'IiIaki Milia Chaturwdi 
l2. MIll Suoj KUparde 
U. SlId 0.0. Swel 

s.:urMIAT 

1. Slut Marui LaI - IoIItI S-dJlIj 
2. SIDt. P .It. s.cu. - DINcIor 
3. Slut P. SreecIbana - u., s,t:NtIIIry 

RBnamrrA'IIYIIJ OF AUDIT 
1. Sbri Samir Gupta - Addl. Dy. CAAG 
2. Sbri S.H. Mup_ - Adell. !)y. CAAG 
3. SIIrl It.S. MeaoIl - Pr. Director of Audit, 

- (Air Force ad Navy) 
4. Sbri A. Sath,awnlhaDa - Pr. DiIec:tor of Audit (Indirect Taxes) 
s. sa bcIdn Put - DiIeaor of A1Idit (Customs) 
6. SlId AlIa SbanDa - DJ. DirecIar (DT) 

2. n. 0-..... COD ...... die foIDwiq Draft Jleportl: (0 •••• •••• •••• .. •• 
~) .... .... .... . ... 
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(iii) 
(iY) 

•••• 
•••• 

•••• 
•••• 
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• ••• • ••• 
•••• • ••• 

(y) Production of aD 8I'IIIOUIed wbide 'Z'; its JUIl and ammunition 
(Acdoa tatea OR ?lIt Report of PAC (10th Lok Sabba»). 

Tbe Committee adopted the abene mentioned draft Reports without any 
IIDCIIdmeatlmodifk:atiOD. 

3. Tbe Committee autboriled the Chairman to finalise tbe draft repon 
em -lDduction of an aircraft"' after coDSiderinl tbe comments of tbe 
Ministry of Defence from the IeCUrity anJle. They also authorised tbe 
CIairmaa to finalise the draft Reports in the light of the comments of 
Audit IIiIina out of factual Yerification, and also to present the Reports to 
tile Houle. 

4. • ••• • ••• • ••• • ••• 



st.No. Para No. MlDiItryIDepa. 

1 2 

1 1.7 

Coacemed 

3 

MiDiIUy of 
DefeD&:e 
(Depu.of 
DPU) 

.. ,.2-. 

APPENDIX 

Recommendations/Conclusions 

4 

In their earlier report the Committee bad 
found inordinate delay in tbe completion 
of armoured vehide 'Z' project resulting 
tbeleby in COlt and time-ovel'l1llll, 
bcIidcs several otber lbortcominp/ 
ineplarities in the execution of the 
project. These mainly related to the 
iDIdeq1iacies iia project planning. Under­
uti1isatioa of capacity, extra expenditure 
iDcuned involving foreign excbange on 
importl of machines/components due to 
the delay in the completion of the 
projec::t, deficiencies in the monitoring of 
the project, irreplarities in the execution 
of civil worlta etc. The Ministry of 
Dcfeoce bave in their action taken note 
stated that in pursuance of tbe 
reCommeodatiODl of the committee 
Deceaary rectifiqtory steps have been 
taken and that hwructioDS have been 
iIIued to all concerned with a view to 
avoiding inordinate delays in the 
uec:ution of such defence projects. The 
Committee desire that the instructions 
should be scrupulously followed, 
reviewed by the Ministry at regular 
intenala and non-compliance of the same 
abouId be viewed seriously. 
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