ey

),

April, 1983/ Chaitre, 1005 { Saka




LIST OF AUTHORISED AGENTS FOR THE SALE OF LOK SABHA
SECRETARIAT PUBLICATIONS

ANDHRA PRADESH

1. Andhra University General Co-
operative Stores Ltd., Waltair
(Visakhapatnam).

BIHAR

2. Mys. Crown Book Depot,
Upper Bazar,
Ranchi (Bihar).

GUJARAT

3. Vijay Stores,
Station Road,
Anand.

MADHYA PRADESH

4 Modern Book House,
Shiv Volas Palace,
Indore City.

MAHARASHTRA

5. M/s. Sunderdas Gianchand,
601, Girgaum Road,
near Princess Street,
Bombay-2.

6. The International Book House Pvt.,
9, Ash Lane,
Mahatma Gandhi Road,
Bombay-1.

7. The International Book Service,

Deccan Gymkhana,
Poona-4.

8. The Current Book House,
Maruti Lane,
Raghunath Dadaji Street,
Bombay-1.

9. M/s. Usha Book Depot,
585/A, Chira Bazar Khan House,
Girgaum Road,
Bombay-2.

10. M & J Services, Publishers,
Representatives Accounts &
Law Book Sellers,

Bahri Road,
Bombay-15.

11. Popular Book Depot,
Dr. Bhadkamkar Road,
Bombay-400001.

MYSORE

12. M/s. Peoples Book House,
Opp. Jaganmohan Palace,

Mysore-1.

UTTAR PRADESH

13. Law Book Company,
Sardar Patel Marg,
Allahabad-1.

14, Law Publishers,
Sardar Patel Marg,
P.B. No. 77,
Allahabad-U.P.

WEST BENGAL

15. Granthaloka,
5/1, Ambica Mookherjee Road,
Belgharia,
24-Parganas.

16. W. Newman & Company Ltd.
3, Old Court House Street,
Calcutta.

17. Mrs. Manimala, Buys & Sells,
128, Bow Bazar Street,
Calcutta-12.

DELHI

18. Jain Book Agency,
Connaught Place,
New Delhi.

19. M/s. Sat Narain & Sons,
3141, Mohd. Ali Bazar,
Mori Gate,

Delhi,



20, Atma Ram & Sons,
Kashmere Gate,
Delhi-6.

21. J.M. Jaina & Brothers,
Mori Gate,
Delhi.

22. The English Book Store,
7-L, Connaught Circus,
New Delhi.

23. Bahree Brothers,

188, Lajpatrai Market,
Delhi-6.

24, Oxford Book & Stationery
Company, Scindia House,
Connaught Place,

New Delhi-1.

25. Bookwell,
4, Sant Nirankari Colony,

Kingsway Camp,
Delhi-9.

26.

27

29.

The Central News Agency,
23/90, Connaught Place,
New Delhi.

M/s. D. K. Book Organisations,
74-D, Anand Nagar (Inder Lok),
P.B. No. 2141,

Dethi-110035.

. M/s. Rajendra Book Agency,

IV-D/50 Lajpat Nagar,
Old Double Storey,
Delhi-110024.

M/s. Ashoka Book Agency,
2/27, Roop Nagar,
Delhi.

. Books India Corporation,

B-967, Shastri Nagar,
New Delhi.



CORRIGENLA TO 139TH RePWRT OF THE PUBLIC
ACCOUNTS COMMITTEE (7TH LK SABHA)

Page Para Line For Read
13 1.34 1 whethtr  whether
18 1.46. 4 state stated
33 1,83 3 asstssed assessed
36 1.93 4 trying towing

37 1.95 15 did and did not
4] 1.108 1 lackadisical lackadai-

sical
42 1,108 8 seen seem

42 1,111 17 to the in the guise
guize ;




CONTENTS

Pach

CoMPOSITION OF THE PUBLIC ACCOUNTS COMMITTEE ()
INTRODUCTION . . . . w)
b B orome - . . o . 1
ArPgNDIX ;—CONCLUSIONS A.ND Rgcouﬁzﬂmnom - 43

PARTII* \ .

Minuges of sittings of the Committee held on :’
20-12-1982 .
31-3-1983
' P
v

Y

*Not printed. (One cyclcstyled copy laid on tke Table ¢f e House and five coples placed
in Parliament . Library. '
, w
)
2 [S5/83—1



" Shri Satish Agarwal

PRNAM A WN

10.

12.
13.
14,
15,

16.
17.

18,
19.
20.
21.

22,

PUBLIC ACCOUNTS COMMITTEE

(1982-83)
CHAIRMAN

MEMBERS
Lok Sabha

Shri Chitta Basu.

Smt. Vidyavati Chaturvedi
Shri C. T. Dhandapani.
Shri G. L. Dogra
Shri Bhiku Ram Jain.
Shri K. Lakkappa.
Shri Mahavir Prasad
Shri Sunil Maitra

Shri Dhanik Lal Mandal
. Shri Jamilur Rahman.
Shri Uttam Rathod.

Shri Harish Rawat.

Shri G. Narsimha Reddy.
Shri Ram Singh Yadav.

Rajya Sabha

Dr. Sankata Prasad ,
Smt. Pratibha Singh.

Shri Syed. Rehmat Ali

Shri B. Satyanarayana Reddv
Shri Kalyan Roy

Shri Nirmal Chatterjee

Shri A. P. Janardhanam.

»

SECRETARIT .

1. Shri T. R. Krishnamachari—Joint Secretary
2. Shri K. C. Rastogi—Chief Financial Committee Officer.

3. Shri K, K, Sharma—Senior Financial Committee Officer.’

(iii)



INTRODUCTION

-1, the Chairman of the Public Accounts Committee as authorised
by the Committee do present on their behalf this Hundred and Thirty-
Ninth Report on paragraph 6 of the Report of Comptroller and
Auditor General of India for the year Icgél] 81, Union Government
(Defence Services) on Procurement and Utilisation of 10-ton chassis
and vchicles built- thereon relating to the Ministry of Defence.

2. The Report of the Comptroller and Auditor General of
India for the year 1980-81, Union Government (Defence Services)
was laid on the Table of the House on 5 April, 1982,

3. ln the light of facts placed before them and the ecvidence
tendered, the Committee have come to the conclusion that the deci-
sion to go in for large scale acquisition of 10:tonne vehicles despite
adverse reports from the field as to their utility in an operational en-
vironment, was totally ill-conceived. As a result 310-ten tonne vehicles
procured at a cost of Rs. 700 lakhs have become surplus to require-
ments and are being used for purposes other than for which they
were procured just to utilise them somehow. Tt is regrettable that such
carclessness should be shown in planning the replacement of equip-
ment for Defence Forces when Parliament is quite generous in granting
funds for Defence expenditure. The Committee expect that proper
lessons would be drawn from this experience at the Ministerial level
so that the nation’s precious resources are not frittered away on such
schemes in the guise of mcetmg urgent/operational requirements of
the armed {orces.

4. The Committee (1982-83) examined paragraph 6 at their
sitting held on 20 December, 1982. The Committee considered and
finalised the Repoft at their sitting held on 31 March, 1983. Minutes
of the sitting form Part II* of the Report.

5. For facility of reference and convenience, the observations
and recommendations of the Committee have been printed in thick
type in the body of the Report and have also been reproduced in
a consolidated form in Appendlx to the Report.

6. The Commlttee would like to express their thanks to  the

*Not printed. (One cyclostyled copy Jaid on the Table of the House and five copics
placed ' in Parliament Library).
(v)



(vi)

Officers of the Ministries of Defence for the cooperation exlendcd by
them in giving information to the Committec.

7. The Committee place on record -their H_prec:atlon of the
assistance rendered to them in the matter by the Officers of the Com-
ptroller and Auditor General of India.

New DELHI; | SATISH AGARWAL
April 6, 1983. ‘ Chairmun
Chaitra 16, 1905(S) Public Accounts Committee




REPORT

PROCUREMENT AND UTILISATION OF 10-TON CHASIS AND
VEHICLES BUILT THEREON

[

Audit Paragraph  *

1.1 Vehicles (10-ton 6X4) were intended for use in the Arﬁy
mainly for the following roles:

General Services (GS) role.in the transport companies of the
Army Service Corps (ASC); and
tractor role towing of 20-ton trailers.

1.2 A test-check in audit-of the procurement and utilisation of
10-ton chassis and vehicles built on these chassis for GS and tractor
towing roles disclosed the following:

(4) GS role

1.3 In October 1968, the Ministry of Defence sanctioned the
raising of two 10-ton Transport Companies of ASC. In the provision
reviews carried out by the Director of Ordnance Services (DOS) at
the Army Headquarters (HQ) during 1969 and 1970, 680 numbers
(taking mto account 330 numbers for 2 new transport companies) of
10-ton vehicles were found deficient for GS role. To meet this defi-
ciency, 3 indents were placed by the DOS on the Director General,
Supplies and Disposals (DGSD) in May 1969 (230 chassis), April
1970 (150 chassis) and May 1970 (300 chassis).

The DGSD concluded two contracts with firm ‘A’ located at
station ‘Q’ for supply of 680 numbers of 10-ton chassis manufactured
indigenously at a total cost of Rs. 11.26 crores; the first contract was
concluded for 230 chassis (cost : Rs. 3.19 crores) in January, 1970
(and modified in May 1970) and the second for 450 chassis (cost:
Rs. 8.07 crores as revised) in July 1971. While 230 chassis against
the*first contract were supplied by firm ‘A’ by August 1972,  the
supply of 450 chassis against the second contract was completed in
February 1975 after 3 extensions to the scheduled deliverv period were
granted. All the 680 chassis were delivered to a Central Viehicle Depot
(CVD) located at station ‘X’ (nearest to the location of firm ‘A’).

1.4 Soon after placing indents on the DGSD for procurement of
680 chassis, the DOS had also placed (June 1969, May 1970 and
June 1970) 3 indents for fabrication and mounting of cabs and bodies
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over the chassis (fo'r 230, 150 and 300 numbers respectively). These
indents were covered by the Department of Defence Supplies (DDS)
by placing supply orders as under:— -

Whén placed Firm gn which placed Number of Rate per
’ chassis to unit
to be
fubricated Rs.
August 1971 . . ‘B’ of New Delhi 300 9,530
. Qc‘lobcr 1971 . . ‘'C’ of Bombay 250 8,195
February 1975 . ‘D’ of Jullundur 127 10,250

The remaining 3 chﬁssi.&,.gvere issued (June-July 1973) to Elec-
trical and Mechanical Engineering (EME) units (2 chassis).and an
ordnance factory (1 chassis) for development and training purposes.

1.5 Firms ‘B’ and ‘C’ completed fabrication of cabs and bodies
on 300 and 250 chassis (contracted quantitits) by November 1975
and July 1977 after 6 and 4 extensions to the scheduled completion
period were granted to them respectively. Firm ‘D’ which was awarded
(February 1975) the fabrication work of 127 chassis on the Basis
of a limited tender enquiry was to commence body building work
within 45 days atter approval of the prototype. One cshassis was issued
to firm ‘D’ for this purpose in June 1975 after obtaining indemnity
‘bond and insurance cover. The prototype submitted by the firm in
August 1975 was approved by the Director General of Inspection
in October, 1975. Thereafter, 30 chassis were issued (January 1976)
to firm ‘D’ from the CVD at station ‘Y’ (to which station 427 chassis
had been earlier moved) for fabrication work (at the rete  of 15
bodies per month). As firm ‘D’ failed to deliver even a single built
vehicle despite extensions of time (the last extension up to July 1976
was granted in May 1976), the supply order was cancelled (January
1977) at its risk and cost and it was asked to return all the 31 chassis
{including the one issued for prototype). It was noticed in audit that
0o security deposit was made by firm ‘D'

1.6 A Board of Officers held (August-September 1977) for the
$rpose of assessing the condition ond cellecting the chassis from firm
* found that : '
-' the firm had fabricated bodies on only 9 chessis (including the
prototypg) but those had certain deficiencies; -
floor and certain other components only had been fabricated
on another chassis; and .~

no {a:i;ication work had been done on the remaining 21 chas-
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Twenty-one chassis, on which no work had been done by firm
‘D’, were taken over by the Board of Officers in September 1977. In
order to enable firm ‘D’ to complete work on the remaining 10 partly
built’ chassis, the supply order was partially reinstated (September
19{;?7 ). The firm, however, failed to complete even the reinstated
order.

1.7 Another Board of Officers, concerned to take over 10 partly
built chassis from firm ‘D’, reported (October 1979) that all these
chassis were lying in the open with a large number of fitment items
missing. As the whereabouts of the owner and,or the partners of
the firtn were not known, the Board could not take over these chasss,
Yet another Board of Officers, detailed in February 1980, took pos-
session of these chassis with the help of civil police and municipal
authorities. The cost of damages!deficiencies in these chassis was as-
sessed (June 1980) at Rs. 0.48 lakh by the workshop attached to the
CVD at station ‘Y’. It had not been possible for the Ministry to
recover the amount from the firm so far (November 1981).

"1 .8 In the meanmne due to non-dvmlal)hty of adequate number
.of 10-ton built vehicles, the units requiring 10-ton vehicles had to
be issued 3-ton vehicles. Consequently, the raising of one of the two
10-ton transport companies of ASC, sanctioned in October 1968, was
cancelled by the Mhnistry of  Defence January 1976. The
review carried out in October 1976, however, revealed a surplus of
182 vehicles of 10-ton (built vehicles : 66 an: chassis : 117).

1.9 While examining a proposal of the General Stait Branch for -
utilisation of the surplus 10-ton vehicles for GS role in transport
platoons of the ASC and in Ordnance units in place of 3-ton vehicles
which thes:: units had been using. the Quarter Master General (QMG)
and the Deputy DOS did not recommend (May and June 1977) the
induction of 10-ton vehicles for GS role in place of - 3-ton vehicles.
The QMG stated (May 1977) that there was verv limited use for 10-
ton vehicles in an operational environment and suggested that the-
existing fleet of 10-ton vehicles should be gradually replaced by 3-ton
4x4 vehicles. The Deputy DOS stated (June 1977) that lorries 10-
tonne could not be usefully employed in ordinance installations be-
cause transportation of such heavy loads was not a normal feature
in the depots and that for day-to-day depot functioning, lorries 3-
tonne had been found to be most suitable. Accordingly, he said, he
had no requirement of lorries 10-tonne.

. 1.10 With a view to utilising the 183 vebicles (built vehicles:
66 and chassis : 117) rendered surp]us (cost : Rs., 3.45 crores), a
proposal for renrgamsation of 3 existing 3-ton 1ndcpendent transport,
glatoons (Civilian GT) into 10-ton platoons having been agreed to
y an Army Command, was mooted (April 1978) by the GS Branch
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and the same was sanctioned by the Ministry of Defence in May 1978.
The total requirement of these (reorganised) platoons was worked
out at 113 numbers of 10-ton vehicles, against which the DOS pro-
posed (June i978) to issue to them 66 built vehicles held as surplus
and 44 vchicles out of 117 surplus chassis, after getting cabs and
bodies fabricated thereon. dn October 1978, the Ministry of Finance
(Detence) approved the fabrication of cabs and bodies on 44 chassis
by the EME at a total cost of Rs. 8.14 Jakhs. At the request of the
DOS, HQ Technical Group EME nominated (November 1978) an
Army Base Workshop located at station “ZZ' to do the job as two
other Army Base Workshops (one located at station ‘Y’ where the
- CVD was lhoiding the surplus chassis and the other at station 'YY')
either did not have the requisite equipment and machinery or were
fully booked up to 1980 to fabricate cabs and bodies on chassis of
another make. All the 44 chassis were stock-moved (December 1978)
from the CVD at station ‘Y’ to the CVD at station ‘X’
involving an expenditure of Rs. 192 lakhs on freight
44 chassis were issued during January 1979—January
1980 to the Workshop at station ‘ZZ’, which commenced work in
April 1980 and completed fabrication of 25 chassis till the end of
March 1981.

1.11 With a view to utilising the remaining 73 chassis, it was
decided (July 1979) to issue 18 chassis 10 Ordnance units for GS
role, after fabrication of cabs and bodies thereon at an estimated cost
of Rs. 18,500 per vehicle. The authorisation of 18 lorries HO-ton to
11 ordinance|vehicle depots, by a corresponding reduction* . of 36
lorries 3-ton was sanctioned by the Ministry of Defence in December
1979. The “authorisation” of 18 vehicles was raised (January 1980)
to 23 by including a reserve of 25 per cent. These 23 chassis were
moved (July 1980) from the OVD at station ‘Y’ to the CVD at sta-
tion ‘X’ (transportation cost: Rs. 0.60 lakh) for feeding the Army
Base Workshop at station ‘ZZ' nominated to undertake the job. Out
of these 23 chassis, 22 were sent to the Workshop in March and July
1981. As regards the remaining 50 surplus chassis (held with “the
CVD at station ‘Y"), the Ministry of Defence stated (November 1981)
that a proposal had beén initiated for utilising 48 chassis for fabrica-
tion of 10 kilolitre petrol tankers.

1.12 The Ministry of Defence stated (November 1981) that :
because of failure of body-building firm ‘D’, chassis could not
be built according to schedule ;

reduction in the requirements due to cancellation of raising of
one transport company (10-ton) contributed to delay in utili-
sation of chassis; and

against the total commitment of 67 chassis, 51 had been fabri-
cated by the Workshop at station ‘ZZ” till September 1981
and were under release to the units.
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1.13 Thus, an expenditure of Rs. 2.27 crores on 117 chassis
(50 lying with the CVD at station ‘Y’, 51 built by Workshop at sta-
tion ‘ZZ’ up to September 1981 and awaiting release to units and
the remaining 16 awaiting body-building) procured in 1974-75 re-
mained unproductive for over 5 years,

(B) Tractor role

1.14 Vehicles (10-ton 6X4) were introduced in the Army for
tractor role (towing of trailers) after the samc were tried out success-
fully in plains in 1971. A provision review as on 1st October, 1971
carried out by the DOS in respect of 10-ton vehicles for tractar role
revealed a deficiency of 462 vehicles, against which the DOS placed
(July 1972) an indent on the DGSD for procurement of 400 num-
bers of 10-ton chassis from firm ‘A’. According to the indent, the
chassis were tequired during 1973-74 and 1974-75 at the rate of
200 numbers per“year and were to conform to a particular specifica-
tion. The estimated price (per unit) of chassis, as indicated in the
indent on the basisTof last procurement rate, was Rs..1.44 lakhs,

The indent could not, however, be processed by the - DGSD
mainly because the Army HQ could not finalise the specifications for
1-1|12 years (July 1972 to January 1974) because of the difficulties
faced by the Director of Inspection (Vehicles). in finalising the draw-
ings for winches, tow hooks, power steering and tyre sizes. Another
indent for procurement of 62 chassis (10-ton) was placed (January
1975) by the DOS on the DGSD. _

1.15 In a meeting (March 1975) attended by’ the Engineers, the
DOS decided to procure :

200 chassis as per the existing“specification i.e. without power
steering, within a year of the conclusion of contract ; and

262 chassis to be procured later as per the revised specification
(to be finalised after extensive technical trials).

Tt was also decided (April 1975) that body-building on 200 and
262 chassis would be entrusted to trade and the Army Base Workshop
at station ‘ZZ’ respectively.

1.16 In July 1975, the DGSD concluded a contract with firm ‘A’
for the supply of 200 chassis with the existing specification at the rate
of Rs. 2.45 lakhs per chassis, later revised (June 1977) to Rs. 2.45
lakhs (for 102 chassis) and Rs. 2.79 lakhs (for 98 chassis) per chassis.
The chassis (200 numbers) were delivered by firm ‘A’ to the CVD
at station ‘X' during September 1975—Februarv 1977. Under the
same contract, one more chassis was procured for the Director General

Ordnance TFactories.
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1.17 In December 1975, the DOS placed supply orders on lirm ‘E’
and a public sector undertaking for fabrication of bodies on 100 chassis
each at Rs. 17,770 and Rs. 18,500 per chassis respectively. Firm ‘E’
and the undertaking were to commence dehivery of built vehicles at
the rate of 10 and 15 numbers per month respectively within 4 weeks
after approval of prototype. While the undertaking completed supply
of 100 vchicles in May 1977, firm ‘E’ was able to complete only 15
out of 30 chassis fed to it within the extendzd date of delivery (Novem-
ber 1977). At the request of firm ‘E’ for off-loading the remaining
work to some other firms, the supply order was short-closed (January
1978) at 15 numbers. However, as firm "E’ had done certain amount
of fabrication work on the remaining 15 chassis, a separate supply
order was placed (September 1978) on it for those 15 chassis at
Rs. 16,500 per unit and the work was completed by 9th February
1979. For the balance 70 chassis a supply order was placed (May
1978) by the DOS on firm ‘F* at Rs. 16,300 per unit. Supplies
were completed by firm ‘F’ in April 1980. Out of 200 built vehicles,
release orders were issued for 182 numbers against which 171 were
released to various units during July 4977—luly 1981.

1.18 In the meantime, in a meeting held (July 1977) in the
GS Branch, the Enginears vexpressed théir rescrvations dbout the
suitability of 10-ton vehicles for tractor roie with particular reference
to ‘desert and riverine{canal based operations. It was accordingly
decided in this meeting that the Research and Development Establish-
ment (Vehicles) should undertgke a project to introduce certain
modifications in the (built) vehicles to enhancc their performance
and that the deficiency of 262 chassis should be left uncovered till
a more suitable vehicle was developed. Thereafter, firm ‘A’ incor-

ated certain improvements (like power steering, single rear wheel.
ctc.) in the chassis. As a result of review carried out on 1st October
1977 (which revealed surplus of 71 vehicles) and after taking into
account 71 vehicles of another make already issued to units, the
DOS requested (March 1978) the DGSD +to procure only 110 (out
of the balance requirement of 262 held in abeyance) chassis with
revised specification. As the price quoted by firm ‘A’. viz. Rs. 3.83
lakhs per chassis (as against Rs. 2.45 lakhs'Rs. 2.79 lakhs for earlier
supply of 200 chassis) was considerably higher, concurrence of the
‘Ministry of Finance (Defence) was sought (30th December 1978).
While the matter was under consideration, firm ‘A’ increased the
price to Rs. 4.46 lakhs per.chassis with effect from 1st April 1979.
Since the increased price demanded {v firm ‘A’ was considered (July
1979) by the DOS to be ‘abnormal’. opinion of the Ingineer-in-
Chief was sought, who observed (19th July 1979) that the vefficle
was not suitable for fhe role due to its poor crass-country performance
in the desert and riverineicanal based terrain and should not be used
in this role. However, 127 (out of 171) vehicles were released!
issued to the Engineer units for maximum possible use as thev had

already been procured.
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‘1.19 The requ:rement for balance quantity (262) of chassis was,
thereupon, cancelled in August 1979. However, in view of the
decision ajready taken in ﬁ;ll 1975 to entrust 262 chassis for cons-
truction of bodies to the’ y Base Workshop at station ‘ZZ’, stores
valuing Rs. 5.78 lakhs had been procured by it. Consequent on
the above cancellation, the sfores became surplas and instructions
were issued (January 1980) for back-loading these stores to the

depots concerned.
1.20 The Ministry of Defence stated (November 1951) that :

the vehicles were procured for a specific role as tractor towing
in plains after successful completion of trials and being
a specialist vehicle, its alternative utilisation in GS role
would not be cost-effective ; and

the -actual position regarding: utilisation of items out of stores
(value : Rs. 5.78 lakhs) procured against the commit-
ment of construction of bodies on 262 chassis by the
Army Base Workshop at station ‘ZZ" and rendered surplus
duc to subsequent cancellation of the commitment was
being ascertained.

1.21 Swmming up.—The following are the main points that
emerge

(A) GS role

Fabrication of cabs and bodies on 127 chassis was entrusted
(February 1975) by the DOS to firm ‘D’ which could not deliver
even a single built vehicle desplte extension in the scheduled delivery
period (July 1976).

Although supply order on firm ‘D’ was cancelled (January 1977)
at its risk and cost, 10 chassis (part]y built) held by the firm were
found (October 1979) to be lying in the open with a large number
of fitment items missing ; the damages|defciencies to these chassis,
on being taken over were assessed (June 1980) at Rs. 0.48 lakh.

Due mainly to cancellation (January 1976) of the sanction for
raising one 10-ton transport company as a result of non-availability
of adequate number of built vehicles 66 built vehicles and 117 chassis
became surplus to requirements (total cost : Rs. 3.45 crores) ; out
of these, 66 were issued to reorganised ]0—ton platoons.

An expenditure of Rs. 2.72 crores on 117 chassis (50 lying with
CVD at station ‘Y’, 51 built by the Workshop at station ‘ZZ' and
awaiting release, and 16 awaiting body-building) procured in 1974-75
remained unproductive for over 5 years.
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67 chassis were back-loaded to the CVD at station ‘Y’, involving
freight charges of Rs. 2.52 lakhs, for fabrication by an Army Base
Workshop at station ‘ZZ ; out of these chassis the Workshop had
fabricated bodies on 51 chassis up to September 1981.

‘(B) Tractor role

Due to deiay of 1% years in finalising the specifications of chassis,
200 chassis with existing specifications were procurced at the rate of
Rs. 2.45 lakhs (for 102 chassis) and Rs. 2.79 lakhs (for 98 chassns)
per chassis against the rate of Rs. 1.44 lakhs prevailing at the time
of placing the indént in July 1972,

Desplte the reservations of the Engincers that the vchicles with.
existing specifications were not suitable for tractor role due to their
POOr Cross-country performance in the desert and riverine/canal based
terrain and their suggestion that these vehicles should be utilised
elsewhere due to their not meeting thc operational requirements,
various Engineer units were saddled with 127 (out of 171) such
built vehicles (cost : Rs. 3.55 crores).

Stores valued at Rs. 5.78 lakhs procured for fabrication of 262
chassis (with revised specifications) by the Army Base Workshop at
station ‘ZZ’ became surplus due to subsequent cancellation of the
order.

[Paragraph 6 of the Report of the Comptroller and Auditor General
of India for the year 1980-81, Union Goveriment (Defence
Services}].

General Services Role

1.22 The Committee desired to know the background in which the
necessity for raising of two 10-tonne transport companies of the Armed
Services Corps had arisen and specific role assigned to these two
;r‘f}lswn companies. The Ministry of Defenco»stated in a note as
ollows :—

“In 1964 the requirement of transport for the Army was as fol-
lows —

-

(a) Total requirement : ) 361 x 3 tonne platoons
(b) Sanction accorded for 275 x 3 tonne platoons
(c) Balance was made up—
(i) 8 x 10 tonne platoons 24 x 3 tonne platoons r
(ii) Petrol tankers . 11 x 3 tonne platoons
(iii) Civil agencies 41 x 3 tonne platoons

351 x 3 tonne platoons
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The requirement in 1968 rose to 381 X3 tonne platoons. Thus the
total shortfall then came to 30 X3 tonne platoons or 10X 10 tonne pla-
toons to meet the normal logistic commitments. 1t was then agreed
to raise 10 tonne platoons. Accordingly the Ministry of Defence on
5 October, 1968 accorded sanction for raising of two transport com-
panies ASC 10 tonne,

These two transport compenies were required to meet the transport
commitments in Punjab and Jammu, Further, they were to relieve’
proportionate number of 3 tonne transport companies for employment
in forward areas.”¥#®¥%

1.23 Explaining the background in which the proposal for raising
the 10 tonne Transport Companics was mooted, the Deience Secretary
stated in evidence before the Committee:

“In the late sixties & need was felt of a stronger tractorsa strong
prime mover for*performing a tractor’s role because they
wanted this to be able to carry a lot of their-hard-ware,
particularly in the forward areas whether in the plains or
in the hilly areas, and they wanted a heavy vehicle which
can act as a prime mover. There were two roles as I said
—one was for general service. Threc-tonners can carry
goods upto 3 tonnes. It would be of advantage if we can
act as a prime mover. There were two roles as I said—
one was for general service. Three-tonners can carry goods
upto 3 tonnes. 1t would be of advantage if we can have
one vehicle capable of carrying larger quantity of goods.
The second role envisaged for a 10 tonner was the role
of a tractor, where it would be able to two heavier guns,
heavier equipment, in these difficult areas. This was the
background which motivated the army to suggest to the
government that there should be induction of a 10-tonne
vehicle.”

1.24 The Committee desired to know the area whose requirements
were to be met by these companies. In reply, the representative of
Army leadquarters stated :— ,

“This proposal was mooted by the Army Headquarters for two
purposes. There were for too many lighter vehicles in the
forward creas, which were targets to the enemy. There-
fore, it was decided to reduce the number of vehicles inrthe
forward areas by bigger vehicles, having a carrying capa-
city of more tonnes, particularly in Punjab and J&K.”

1.25 The Defence Secretary further confirmed during evidence that
the aforesaid proposal was mooted by the Army Headquarters during
1964 and the decision to induct the higher tonnage vehicle was taken
in 1968 so that we could have a larger tonnage movement capacity.
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1.26 The Beputy Director of the Eqmpment D:rectoratc elabora-
ted the position as follows :—

“As has zlrcady been pointed out, it was during the sixties that
it was discovered that we have a very old World War I
vintage fleet, which was not serving our purpose. So, a
GSQR was floated in 1968 for the development of a suit-
able vehicle for operation in plains and deserts for carry-
ing out tasks which were envisaged for this vehicle. That
wzs the background, the basis on which the Leylands
produced a vehicle known as Hippos 6/4. This vehicle
was then tried out. The trials were carried out in 1971
in CME, which is the Mecca of trial and evaluation of
such equipment, and it was found that this vehicle was
suitable for plains. However, in the trials carried out in

# the deserts it was found that this vehicle was unsuitable
for the deserts. Thereafter, a view was taken and vehicle
procured.”

1.27 Clarifying the position about the trials, the witness stated :—

“There are two types of vchicles. One is the GS role vehicle,
which normally plies on easiet routes. The other is for
tractor towing role, for operational purposes, for operating
in the deserts. The trial that I have mentioned about is
for the tractor towing role.

L]

Sir, for the GSRs no trials actually were conducted because
there were no r’cqujremems."

1.28 Asked as to why the augmentation of three tonncrs was not
favoured, the witness stated :—

“A heavier vehicle provides a higher load carrying capacity and
hence it is economical in the long run. Also, if for the
same tonnage you substitute three-tonne vehicles, then you
have probab]y three vehicles. There is also a savihg of
manpower."”

1.29 The Committee enquired as to when the raising of these two
transport companies, sanctioned in October, 1968 was to be ‘comple-
ted. The Ministry of Defence stated :—

“The raising of these two transport companies was to be completed
as follows :—

() First company during 1968-69.
(b) Second company during 1969-70.



I

Ho“rcver the raising of the first transport company got delayed
- and it was to be finally raised by November, 1971. Later,
it was realised that 10 tonne vehicles, though suitable for
lines of communication duties, did not have the requisite
cross country mobility to- operate in forward areas during
operctions. Consequently, Govt. of India, Ministry of
Defence on 29 January, 1976 amended the ralsing order
from two to one transport company.’

1.30 The Comm:ttec desired to be furnished information on the
following points ;—

(i) Was the eflicacy of rcplacemegt of 3 ton transport com-
panies with- 10-ton transport companies examined in con-
sultation with the expert agencies ? If so, the names of .
these agencies, their advice and action taken therzon.

(i) Why was a thorough study about the operation of 10-ton
vehicles in the forward areas not made before according

‘ the initial sanctioni for two transport companies ? Has
responsibility for this lapse since been fixed ?

(i) When and how was it redlised thut 10-tonne vehicles did
not have the requisite cross country mobility to operate
in forward areas during operations ?

The Ministry of Defence replied as follows :—

“In a policy recommendation regarding corps and army trans-
port in August 1967, it had been recommended by the
AHQIOMG’s Branch to the Ministry of Defence that in
the Punjab und J&K States, where National Highways
(Class 70) connect the maintenance areas of a number of
formations, the employment of 10-ton platoons in a higher
proportion would be*economical and feasible.

Based on an examination carried out at Army HQrs. in 1968,
a deficiency of 30X3 ton platoons was revealed. Against
this deficiency, the raising of 10 platoons of 10-ton vehi-
cles had been . proposed.

The AHQ had informed on 7 August 1968 that. 200X 100 ton
HIPPO vehicles would be available within six months of the
date of order. The AHOQ had also informed the Ministry
on 8 August 1968 that it would not be possiblt to raise
24 platbons of 3 ton lorries because, apart from other
factors, it would involve a large increase in minpower
-commitment (578 all ranks in the case of 8 X 10 platoons
versus 1734 all ranks in the case of 3 ton platoons). Due
to reasons of economy of manpower, cost affectiveness and

2 1SS/83—2
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because of assured availability of 200310 ton vehlcles‘
within a short time frame of six months, the AHQ had
recommended to the Ministry the raising of 810 ton
platoons in order to make up the deficiency of 24>( 3 ton
platoons”.

1.31 The Ministry of Defence have further stated :—

“The 10 ton vehicles were not introduced for wse in forward
areas but were approved for employment as ‘third line
transport’ only in Punjab and J&K over metalled roads.
They were not approved for cross-country employment.

As regards cross-country mobility of the 10-ton vehicles, it was
brought out in the Trial Report in 1967, that these vehicles
lacked such capability. It was because of this that this
vehicle was specifically recommended for use on metalled
roads only in the role of ‘third line transport’ (which means
employment generally for load carrying purposes upto the
maintenance areas &s opposed to employment in the role
of ‘second line’ or ‘first line’ transport in the forward areas.)

The decision to introduce 10 ton vehicles for third line dufies in
Punjab and J&K appears to have been taken after proper
user trials and due consideration of the Trial Report. The
fixing of responsibility for any lupse, therefore, does not:
arise.”

Procurement of Vehicles and fabrication and mounting of cabs arud
bodies thercon

1.32 It is seen from the Audit Paragraph that the DGSD conclu-
ded two contracts with firm A’ located at station ‘Q’ for bupply of
080 numbers of 10-ton chassis manufactured indigenously at & total
cost of Rs. 11.26 crores; the first contract was concluded for 230
chassis (cost : Rs. 3.19 crores) in January 1970 (and modified in May
1970) and the second for 450 chassis (cost : Rs. 8.07 crores) as re-
vised in July 1971. While 230 chassis against the first contract were
supplied by firm ‘A’ by August 1972, the supply of 450 chassis against
the sgcond contract was completed in February 1975 after 3 extensions
to the scheduled delivery period were granted. All the 680 chassis
were delivered to a Central Vehicles Depot (CVD) located at station
*X’ (nearest to the location of firm ‘A’).

1.33 The Committee desired to know the boslnon about the receipt
of chassis. ‘The representative of the Army Headquarters stated :—

“For quantity 150 an indent was placed in April 1970. And
the third indent was for, quanutv 300 vehicles. These were
also received. The supply in respect of quantity 450 was

v completed by February 1975.”
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1.34 The Committee enquired as to whethtr 10-ton chassis were
procured from firm ‘A’ for the first time for building vehicles thereon
for use in transport companies of ASC. . The Ministry of Defence
stated —

“No. 90 Nos. of 10-ton Leyland Hippo chessis were procured
against the liability of 2 ASC companies from firm ‘A’
for G. S. role vide-AT No. SV-3|101]73|1093/1I1}1260
dated 11-10-1965.” _ .

1.35 The 'Committee desired to know the reasons for granting 3
extensions to the scheduled delivery period for 450 chassis against the
second contract of July 1971 and also whether any liquidated damages
were Jevied on 1ym ‘A’ for delay in supply of chassis. ThHe Ministry
of Defence stated :—

“The extensions to the firm were granted due to the following
reasons — _
First extension upto 7-7-1974 was granted to the firm on account
of lockout in the firm.

Second extension was granted t_d the firm upto 31-12-1974 due
to power-cut and non-availability of some components. -

Third extension was granted to the firm on the grouhds of
labour dispute, powercut and approval of pilot sample.
Ministry of Law was consulted before granting the exten-
sion. Tt was decided to refix delivery period upto 28-2-75
subject to no price increase after 7-7-1974 and no liqui-
dated damages.

No liquidated damages were levied.”

1.36 The Committee enquired as to why the orders for the fabrica-
tion of cabs and bodies on 127 chassis were not placed simultaneously
with the other two orders placed in firms ‘B’ and ‘C’ i.e. in 1971 itself.
The Ministry of Defence stated :—

“The following Committee enquired as to why the orders for the
construction of cabs znd bodies on chassis 10-ton, 680 nos *—

. AP BV S,
S. No. 1ndent No. and date Qty.
1. 83457/PL3/17/B/69;0S4A datdd 13-6-69 . 230 nos.
2. 83457/PC3/19;70;MG/OS4A dated* 29-5-70 . 150 nos.

3. 83457/PC3/5/B;T9/MG/OS4A duted 17:6-70 . . 300 nos.

*20-5-70



14

To cover the gbove indents, the following contracts were concludcd
by thc Department of Defence Supplies. - _

S (.ontract No &date o Name Orflh(. n:m ' ”Qty. - Riuc '

No. .

1. CPO-32 dt. 1561970 MJs. Giobe Motors Workshop, 130 Rs. 6.300/-

Faridabad, each

2. 14(3)/71/DS/CPO-341 dt.  M/s. Punj & Sons, New Dethi 300>  Rs. 9,830/

" *15-8-1971 (Firm ‘B") _ cach
3. 14(3)/71/DS/CPO-349 M/s. Jayanaud Khita Bombay (Firmi 250 **Rs, 8,500/
dt. 21-10-1971 ‘Y each.

. '5.3'.71 e -

** Rs, 8195

The supplies against contracts on firms ‘B’ and ‘C’ were comp-

leted while contract on Mis, Globe Motors Workshop,
Faridabad was subsequently cancelled for 130 nos. Ord-
nance Dte. vide note dated 13th August, 1974 requested
the Deptt. of Defence Supplies to finalise the contract for
130 nos. It was also intimated by the indentor that 2
chassis had been issued to EME Units and one chassis to
Ordnance Factory, Bhandara and, therefore, the balance
qty. on which the body building work was to be done was
only 127 nos. To cover this 127 nos, tendzrs were floated
by this Department and cohtract was concluded with firm
‘D’ in February 1975 for 127 nos. @ Rs. 10,250'-, 1t will
thus be seen thzt although the entire ‘gty. of 680 nos was
ordered by 1971, 130 nos. could not be supplied by M|s
Globe Motors Workshop and, therefore, another contract
hgfl;‘to be placed subsequently in February 1975 on Firm

1.37 The Committee further enquired -as to why ths total orders
for 550 chassis were not placed on firm ‘C’ when its rate per unit
(viz. Rs. 8,195) was lower than t.hat of firm ‘B’ (viz. Rs. 9,530). The
Ministry of Defence stated ‘—

“Tt wes intimated by the Army HQrs. that the requirement was

of an operational nature and fabrication of bodies of at
least 130 chassis had to be completed by September 71
and bulk supplies commence immediately. It was also
brought out by AHQ that the firm ‘C’ had not undertaken
the development and could;not, therefore, supply. the bo-
dies as quickly as they required. Moreover, the, Army had
no organisation at Poona to feed vehicle chassis to * the
firm, to arrange for inspection, -etc. It was also considered
that for the stores to be supplied by the firm. chassis would
have to be removed from Delhi and considerable freight
charges would have to be incurred in supplying the chassis



15
to the firm and getting them back. Apurt from this, the
.. performance of Mis. Globe Motors was not satisfactory.
*' Taking into account all these aspects and particularly the
urgency of the requirement, the contracts were concluded
as mentioned above.”

-1.38 It is seen from the Audit Paragraph that firms ‘B’ and ‘C’
completed fabrication of cabs and bodies on 300 and 250" chassis
(contracted quantity) by November 1975 and July 1977 after 6 and 4
extensions to the scheduled completion period were granted to theww
respectively. The Committee desired to know the details about the
fabrication of cebs and bodies on the 680 chassis received upto 1975.
The representative of Army Headquarters stated :—

“The work for building-the body on (127) chassis was entrusted
to Free India Company in Jullundur in February 1973.
The second lot was entrusted to Punj & Sons. It was for
300 vehicles:  For these vehicles the order was placed
in 1971 and all of them were completed in 1975. And
the third firm which was-entrusted was Khire & Co. It

. was an order for 250 vehicles which was placed in Octo-
ber 1971 and the vechicles were received in July 1977,
the bodies were built at various times on the 680 vehicles
and the last body was completed in the yecar 1981.”

1.39 The Committee desired to know the reasons for selecting firm
‘D’ on the basis of a ‘limited tender’ enquiry and also whether the capa-
bilityifinuncial standing of this firm was' verified before. awarding the -
contract in February 1975. The Ministry of Defence stated:—

“As per the practice of the Department, limited tender enquiry
is floated on the firms in the compendium maintained in the
Technical Committee. Firm ‘D’ was included in the list
of suppliers for the construction of bodies on different -
chassis from 1970 in the compendium maintained by Tech-
‘nical Committee (Vehicles). In the past also the following
orders were rsucc:essﬁ.z]ly completed by firm ‘D :—

—t . — R —
S. No. S.0. No. & date Qty. Value
No. Rs,
1. No. 14(43)/71/DS/CPO-388 dt. 15-10-71 for construction of 188 18,33‘000;'-_

Ambulance bodies in 1-ton Nissan chassis,

2. No. 2(36)/T2/DS/CPO (VG)-103 dr, 21-9-73 for construction 13 1,26,750/-
of Ambulance body on 1 ton Nissan Chassis.
3. No. 14(37)/DS/CPN-359 dt. 15-10-1971 for construction of 21 4,09,500/--

hodies on 190" w.h, TATA Chassis.
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Since the firm was considered capable and depending on the

- past performance, the subject contract was placed on them

in view of the fact that they were the past supplier. At the
time of placement of order, there was no reason to doubt -

the capability of the firm in executing the subject con-
tract.” .

1.40 Asked as to how the quotation of firm ‘D’ compared with that
of other firms, the representative of the Ministry of Defence stated \—

“Jullundur firm’s quotation was Rs. 12000, 127 numbers, full
quantity. Punj Sons quoted Rs. 16500 for 127 numbers
Rs. 16400 for quantity 50 per cent and 16306 for 100
per cent more. Khira & Co. quoted price in different slabs
ranging from 16250 to Rs. 16450 each. Therefore, the
offer of Free India, Jullundur, was the lowest.”

1.41 Asked whether there was any other firm in the fieid, the wit-
ness stated that there were miny others but their rates were higher.

1.42 The Committee enquired whether the Minjstry had with this
firm any experience with regard to work of this nature. The represcn-
tative of the Ministry of Defence stated :—

“They had built. They had been in this body building busi-

ness earlier and they had completed recently an order placed
in September, 1973,

1.43 In reply to a pointed question whether this iirm had at any.
time eurlier fabricated bodies on 10-ton chassis, the witness stated :——

“It is a type of work in which there should not have been diffi-
culty. There are three cases—one order was placed in
October, 1971 for 188 numbers 1. ton chassis. Second order
was placed in October, 1971 for 21 Tata Chassis and 3rd
order was placed in September, 1973 for 13 numbers of
1 tonne Nissan chassis. The last order did not materialise.
It was an unhappy experience. Technically.there was ap-
parently no difficulty because the firm did submit sample

and got it approved.  Production clearance was also
grinted.”

1.44 Asked about the schedule of deliveries, the witness stated:——

“To start bulk supply at the rate of 15 numbers per month
commencing after 45 days of the grant of bulk production
clearance subject to availability of chassis. The bulk pro-
duction clearince was granted in the end of October,
1975. The first lot of chassis was made available in Jan-
uary 1976. The bulk supplies were required to commence
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at the rate of 15 numbers per month from sometime in the
beginning of March, 1976. They were required to comp-

. lete by December, 1976. In June, 1976 we were told that
they were not making enough progress and they had finan-
cial difliculties. We had meetings with them in July,
1976 and they once «gain assured us that they would sup-
ply ten numbers by 31st July and ten numbers by 15th
August. But they did not even do that. After that we
examined the whole position. The contractual delivery
would have taken them upto December, 1976. We can-
celled the order in January, 1977.”

1.45 The Committee desired to know the dates on which the pic-
mises of the firm were inspected by the Inspectors of the Directorate
of Inspection after January, 1976 and the observations of these Ins-
pectors regarding the quality of work and time required by the firm for
complétion of the job. In reply, the Ministry of Defence stated in a
note :—

“Inspector visited the firm on the 3rd February,” 1976, 'The
firm promised that bulk production would start from
15-2-76 and 15 nos. would be offered by 30-2-1976, Firm
also informed that the purchase of raw material like paints,
rexine, canvas, plywood etc. were in hana.

Subsequent to this, a mteting was held with the firm's  reps.
in the office of Additional Secretery (Defence Supplies)
on 4-3-1976. '

Inspector visited the firm on the 22nd April, 1976 and found

e that the firm had undertaken the fabrication of only 4
chassis out of 30 held by them and those swere found in

the initial stages (fitment of side pannels, back pannel,
i roof, wind shield frames of the cab were only done).

Inspector again visited the firm on 21-5-1976 and found that
- the progress was on 5 chassis,

Inspector-visited the firm on the 14th June, 76 and found that no
further progress had been made. The matter was reported by the
inspector to the Department of Défence Supplies on the BOgh June, 76.
Pursuant to this, a meeting was held with the firm’s reps. in the office
of the Additional Secretary (DS) on the 12th July, 76.

Intimation received by that Inspector regarding offering of 10 vehi-
cles by the firm for inspection on the 2nd August, 76. Inspector visi-
ted the firm in the first week of 76 and found that the vehicles
dendered were deficient in respect of the following :—

(i) 2 Chussis deficient of czb doors, wind shield glasses hoop
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sticks. rear view mirror, driver: and co- dnvcr seats and
‘final finish of paints.

(i1) 1 chassis with deficiency of cab door, tail, board, wind-
shield glass and all above mentioned items. -

(iii) 3 chassis fitted with cab structure only.
- (iv) No other work done on other bodies.

The mutter was reported to the Department of Defence SupplieS
on the 14th September, 76.

- Inspector visited the firm on l’hh September, 76 wnd his observa-
tions were as under :—

(i) Out of 30 Chassis, 3 chassis fitted with cab and bodies were
deficient of many items such-as spare wheel carrier, tool
- box, side tail board incomplete canopies ctc.

(ii) Other 3 Lh'l'iSlS were fitted with cabs With deﬁumcy of iot'
--of items and no body work was done.

_ (iii) ’ No work done on other 24 chassis.

Thé matter was informed to the Department of Defence Supplies on
the 22nd September, 76 nd the 30th October, 76.

‘In'spector visited the firm on the 20th November, 76 and on the
spot study and discussion with the firm, the following points were re-
vealed :—

{u) Cabs and Bod;eq have been almost completed in case of 3
vehicles, with certain deficiencies.

(ii) Partial work was completed by the firm on 4 more vehicles.

(ili) No work had been done on balance 23 chassis held by the
firm.

The position was informed to Departmcnt of Defence Supplies on
4th December, 76.”

1.46 The Committce desired to know the reasons for not obtain-
ing security deposit from firm ‘D’ end whether security deposits were
made by the other two firms ‘B’ and *‘C’. In reply, the Mlmqtry of
Defence state :

“As per the prncedure prevallmg at that time regarding obtain-’
/ing of security deposits from the firms, they were required
to furnish security depm:t equlvalent to 24% of thee®

; value of the order (limit Rs. 75,000) within 4 wceks
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after approval of the pilot sample. In case, the security
deposit was not ‘furnished within this time, it was to be
deducted from the first bills of the bulk supplies by the
‘Paying Authority. The security deposit was wuived in
case of firms were registered with the NSIC{DGS&D.

As mentioned above, in case the firm failed to furnish the secu-
rity deposit wnhm 4 weeks of the approval of the pilot
sample, the same'was to be deducted from the first bills
of the bulk supplies by the Paying Authority.  Since in
this particular contract no bulk supplies was made by the’
firm ")’ no security deposit could be obtained from them.

Security deposit clause was waived in respect of firms ‘B and
ic’ ™ .

_1‘.47 Elucidating the position about the security deposit by firm
‘D’, the representative of the Ministry of Defence stated in evidence :

“It was provided for but could not be taken from them because
the securitv deposit clausa stnted that they wil deposit
sccurity (equivalent to) 24% contract value within four
weeks {rom the grant of bulk productmn clearance. If they
did not deposit security on their own, then the security
could be deducted from their first supply bilis.”

. o
1.48 Asked whether any earnest money wis taken from the finm,
the witness statcd —

“We do not take earnest money. SecuTity dcposit is taken as
carnest money. The only difference is that s urity de-
posit should be tuken immediately after pl: l.t:enfr"C ent of the
contract so that it holds good for the entire excecutipn of
the contract, including samples and start of supplies. We
have started doing it now.’ . ,

1.49 The Committee enquired if the clause rcgarding getting the
work done by other agencies at the cost of firm ‘D" was enforced. In
reply the witness stated :(— :

“30 ntimber of chassis were delivered to them out of '127. So
the question of enforcement did not arise. Qut of these-
30 chassis, we recovered 20 chassis in 1978.”

. 1.50 The Committee were informed during evidence that on the
tailure of the firm to make any substantial progress inspite of repeated
reminders, the representative of the firm was ctlled for a discussion in’
the metrv on 12th July, 1976, The Committee desired to know whe-
ther the Inspector had noticed any tampering with the model. Ir. reply,
the representative of the Ministryy of Defence replied in"the negative.
He further stated —
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“On 12th July they said that they will supply 10 bodies by
31st July, 1976. It was as a consequence of that the firm
offered 10 bodies for inspection on 30th July, apparently
to show that they had adhered to the promise made by it.
But the Inspector went there and reported they had only
offered the incomplete vehicles for inspection. On such an
occasion no detailed report is made as no p.nyment was
made to the firm.”

Recovery of Chassis from the firm

1.51 It is seen from the Audit Paragraph that a Bourd of Officers
held August-September 1977 for the purpose of assessing the condition
and collecting the chassis from firm ‘D’ found that :—

— the firm had fabricated bodies on only 9 chassis (includ-
ing the prototype) but those had certa'm deficiencies;

—. Floor und certain other components only had been fabri-
cated on another chassis: and - ’

— no fubrication work had been done on the remaining 21
. Chassis. .

1.52 Twenty-one chassis, on which no work had been done by
firm ‘D’, were taken over by the Board of Officers in September 1977.
In order to enable firm ‘D’ to complete work on the remaining 10 partly
built chassis, the supply order was partially reinstited (September
1977). The firm, however, failed to complete event the reinstated
order.

1.53 Asked about the reasons for delay in taking over the chassis
till September, 77 and why these were not recovered in January'Febru-
ary 1977 itself, the witness explained :

“There wws a little problem because the chassis were to  be
handed over to the Board of officers representing various
disciptines, viz. vehicle inspector, LDME, DOS etc. That
Board was to be formed to go and see the conditions of
the vchlcle-a and then to take over. That process took
some time.”

1.54 The Committee enquired about the reasons why the supply
ﬁder ‘was partially reinstated in September, 1977 and at what level

e decision was tzken. In reply, the Ministry of Defence stated in a
note :—

“The contract was cancelled for the entire qty. on 13th January,
1977. After. that it was brought out by the firm that they
-had done part fabrication on the 10 chassis and they
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should be allowed to complete the work on these 10 chassis
This position was also verified by the Department. In view
of the fazct that the firm had done part tabrication on 10
chassis, the contract was reinstated on 17th Septemnber,
1977. The decision to reinstate the contract for 10 nos.
was taken at the level of Joint Secretary (Supplies).”

1.55 The Committee desired to know the precautionary mezsures
taken by the Department to ensure timely completions of work after
partially reinstating the order in view of the past experience with this
firm and whether cny indemnity bond was obtained trom firm ‘D’ even
at that stage. The Ministry of Defence stated in a note :

“After the reinstatement of the contract for partly built 10 nos,

a review meeting was convened with the firm’s representa-
tive op 22-3-1978. In this meeting, it was told to the finn
that in case the vehicles were not delivered by 15-5-1978,
the chassis will be recovered from them. Inspector visited
firm’s premises on 15-4-1978 to ensure thiat firm com-

- pleied the vehicles. Firm vide this Department letter dated

3rd May 1978 was asked to ensure that 10 vehicles are
delivered within extended delivery schedule. Inspite of
expediting the firm constantly, since the firm' failed to
supply thesc 10 vehicles, the contract was cancelled on
29-6-1978. -

Indemnity bond was obtained from the firm at the
time of giving the chassis initially to the firm.”

1.56 The Committee enquired whether tampering with the approved
pilot did not constitute ' major offence and if so what action was taken
against the firm. In reply, the Ministry of Defence stated :

“The approved pilot sample is meant for guidance of the manu-

facturer to manufacture the bulk supply and for the guidance
of the Inspector to carry out the inspection. In the report
of Board of Officers of September 1977, it was only men-
tioned thit some items were removed by the firm from the
pilot sample. It was not mentioned therein that the pilot
sample was tampered with by the firm. The removal of
certain items from the pilot sample may not be construed
as major offence since it does not affect the final product
and the firm may not claim any payment since the pilot
sample is zgain checked before clearing it for delivery
according to the drawings and specifications.”

1.57 To a query as to the precautionary steps taken to guard aghinst
the tampering of approved models, the Ministry stated:— -
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“The following precautionary steps have been tzken by the Deptt.
of Defence Supplies :— =

(i) Pilot is kept in a bond room wherever practicable under
lock and seal. :

(i) The same is checked during per_iodic visits of }nsljﬂoy.

(iii) Final product is checked as per drawing and specification,

besides being checked as per pilot.

(iv) Pilot ,samplc,.whén finally released for supply is aguin

examined for its acceptability and completeness,”

1.58 Referring to the findings of the Board of Officers (Septermber
1977) that even the pilot vehicle, which had been approved in October .
1975 had been tampered with, the Committee desired to know why this
did not come to the notice of the Inspector earlier. The representative

of the Ministry stated :

'

“The report of the missing windscreen, etc. was in Szptember

1977. Before that, not only the inspector but cven, the
Bourd of oflicers had visited them. According to the records
available here, it was only the Board, when they went to
take over the chassis, who noticed that incomplete work
had been done and they had removed something {rom the
approved sample. Although the pilot sample was approved,
it was not paid for. It was in the possession of the firm.
According to the pupers available with me row, it looks
as if the first time it came to notice was in this report of
September, 1977". : -

1.59 Asked about precautions taken to ensure that the pilot sample
was not tampered with the representative of the Ministry stated :

“Normally the pilot is kept with the firm to help the firm to repeat

it so that the quality is uniform. Tt also heips the inspector
to_point to the chosen, accepted, cleared stendard in case
there is a dispute about the quality between the contractor
and the inspector. Generally the pilot will be the last to
leave the. firm. - '

The pilot. once it is cleared, must be sealed so that it
is not tampered with. But in the case of a vehicle of this
category it will not be practicable to sexl it. Once the pilot
is cleared and the production starts off. the visits are periodi-
cal. If anything is changed it would immediately come to

the notice of the inspector. '

_In the case of more delicate and complicated equipment,
we try to see that the pilot that is cleared is.bonded. This
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is done in the case of highly sophisticated equipment. These
precautions are taken depending on the sophistication of
the equipment and the hikelihood of change. I would_say
with some amount of confidence that, if one of these parts
is replaced by something inferior by the firmn, they would
not be able to hide it from us.... We have a system. We

call them ‘inspection marks’, If there is a possibility of any-
thing being removed er wnything being changed by some-
thing inferior, then we would indicate that portion by
putting tapes or small knots or seals so that it is not rcmoved
or replaced.”

1.60 The Committee furtlier enquired about the latest position of
the recovery of damages on account of deficiencies noticed in 21 chassis
taken back from tirm ‘D’ and steps taken or proposed to be taken to
effect the recovery. The Ministry of Defence stated :—- :

“In the report of tzking over of 21 chassis, certain deficiencies
were observed by the Board of Officers. Aficrahat the firm
promised to rectify these deficiencies. free,of cost. Army
H. Qrs. have assessed the cost of damaged at Rs. 5,528.
Since the firm is no longer in existence and the whercabout
of its erstwhile partners are.also not known, no'steps could
be taken so far to recover the damages.”

1.61 The Committee enquired about the zmount of work done-
e respect of 10 chassis by firm ‘D’ and whether any payment for this
work was made. The Committee also enquired about the latest position
regarding recovery of Rs. 0.48 lakh on account of damagesideficiencies
in tespect of 10 partially built chassis from firm *D’. The Ministry of
Defence stated :

“The zmount of work done on 10 cassis has been assessed .as
Rs. 11.050 by Senior Cost Accounts Officer and the. Inspec-
tor of this Department. No payment has been made to the
firm for this work. ' ’

Since the firm is not in existence, to file the claim on
the partners of the firm, the matter was taken up with
Police authpriges in Jullundur and also with Registrar of

" Compunies, JuRundur. The Police could not give zny trace
about the partners of the firm. The reply from Registrar of
Companies, Jullundur is still awaited. After ascertaining -
names and whereabout of the partners, legal action will be
taken to effect recovery of Rs. 0.48 lakhs.”

1.62 The Committee desired to know the reasons for taking over
the 10 chassis in February, 1980 only when the order was finally
cancelled on 29 June, 1978. In reply the representative of the Ministry
of Defence stated during evidence : : ' '
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“It. was for two or three reasons. One was, after 1978, the firm

closed down its show and their partners played a sort of
‘not available’ or ‘not traceable’. And the second reason
is, a board of officers hed to be constituted to go into thess
processes of taking over. And the board of ofticers did go
there. To quote one instance, in October, 1979, they found
nobody was present at the firm preiises. We wrote back
to them and gave them a notice that if nobody was found
next time, we will unilaterally take them over.”

Utilisation of 10 Ton Vehicles for G.S. Role

1.63 It is seen from the Audit Parcgraph that due to non-availability
of adequate number of 10 ton built vehicles, the units requiring 10-ton
vehicles had to be issued 3-fon vehicles. Consequently, the raising of
one of the two 10-ton transport companies of ASC sanctioned in October
1968, was cancelled by the Ministry of Defence in January -1976. The
review carried out in October 1976, however, revealed a surplus of 183
vehicles of 10-ton (built vehicles : 66 zad chassis : 117). The Committee
desired to know the reasons for the cancellation of one of the two 10-ton
transport companies of ASC sanctioned in October, 1968. Tha Defence
Secretary explained :

“As it appears, in 1968 and a little before that, the Army

Headquarters felt that they should try and sce whether a
10-tonner vehicles should be introduced or can bz intro-
duced. They hid laid down in GSQR for the provision of
6!6 vehicles. But 6:6 vehicle at that time wgs not available
indigenously. The only vehicle available at that time, with

Leylands, was 6.4 vehicles, So, they thought of trying this

6!4 vehicle. Then they found that this could perform the
role that they had in mind and they tried to do it only with
two companies although the requirements of the Army wes
much larger . . . This kind of vehicle was tried on a variety
of roads, As far as plain driving over reasonable roads is
concerned, it was successful. They went on trying it in
different areas. In the desert it was not found successful.
This was being tried for the first time. The two things were
going on simultaneously. @rders for the induction of two
companies were also issded. Simultaneously, they were
trying to see to what areas this role can be extended and
what can be covered by this kind of induction. They found
that the areas where this was not proving successful was
getting larger. Later on based on the total roles discovered,
I get = feeling that thev decided that it was not a very
successful vehicle, and, therefore, in 1976 they decided to
limit it to one transport company and cancelled the orders
relating to the formation of a second transport company
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for the ten-tonner vehicle. And when for one company they
made the assessment about the requirements of bodies and
chassis, they found them surplus and then the question of
distribution had their utilisation became the next exercise.
Consistent with the limitations discovered in the role, they
did not thereafter try to introduce this.

Then, a point was made whether the transport policy
gets changed or reviewed or not. A physical count is taken
by the Army Headquarters once every year, from October
to March, second half of the financial year. Bused on the
physical“#vailability, taking into account the standard rate
of depreciation as also certain variztions due to some
reasons, they made a tally of the total demands as alsp the -
availability as per their norms and then arrive ¢t the defi-
ciencies. When the deficiencies grow very large over a period
of time, then some of the orders are given to the private
sector to the extent they can meet the demands in the cate-
gorics where there are shortcomings. While every effort is
made to see that the orders are placed on the designated
fectories in the public sector, there are other kinds of pro-
blems which hinder or inhibit production at that level or at
full level. Simultaneously there is a general programme now
to review the whole transpoft fleet size and its contents.”

1.64 According to the Audit paragraph with a view to utilising the
183 vehicles (built vehicles : 66 and chassis : 117) rendered surplus
(cost : Rs. 3.45 crores), a proposal for reorganisation of 3 existing 3-ton
independent trunsport platoons (Civilian GT) into 10-ton platoons having
been agreed to by an Army Command, was mooted in April 1978 by
the GS Branch and the same was sanctioned by the Ministry of Defence
in May 1978. The total requirement of these (re-organised) platoons was
worked out at 113 numbers of 10-ton vehicles, against which the DOS
proposed (June 1978) to isstie to them 66 built vehicles held surplus and
44 vehicles out of 117 surplus chassis, cfter getting cabs and bodies
fabricated thereon. The Committee enquired whether besides ASC, there
are any other formations where the 10-ton vehicles were being put to
use in General Service Role. The Ministry of Defence stated :

.

“Initially the 10 Tonne GS vehicles were, intended for employ-
ment with ASC units. Subsequently as a result of examina~
tion to utilise the assets, the vehicles were issued to ELME
Ordnance, Engineering, Artillery units and ACC&S Ahmed-

‘nagar to whom these have been zuthorised in their PEs.”

1.65 The Committee further enquired as to why the GS Branch had
put forward the proposal for utilisation of the surplus 10-ton \fchu:lc? for
GS role in the transport platoons of the ASC and whether these vehicles
were being used earlier for this purpose. The Ministry of Defence stated :
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“Government sanction was accorded in 1968 for. the raising of
1610 Tonne Transport Platoons. Subsequently, how-
ever, only 12 Platoons were raised. A surplus of 183 vehicles
was-revealed in PRF of | October 1976. In order to utilise
thesé surplus vehicles, an.exercise was undertaken in consul- |
tation with SD Directorate and QMG’s Branch. The QMG's
Branch (OL DTE) were then of the view that these surplus
vehicles be absorbed in the static units and training establish-
ments. A number of meetings were, theretorz, held «t the
level of the MGO. Also, the issue was discussed at the Army
Commanders’ Conference from 14—19 November, 1977,
Based on these deliberations, Commands were once again .
approachied to examine the utilisation of surplus vehicles in
lieu of 3 Tonne vehicles. At this stage HQ Southern Com-
mand agreed to the conversion of their 3 X Indep Transport
Platoon (Civil GT) into 10 Tonne Platoons. The pr Oposal
%f Sor;]thern Command was concurred in by the QMG’s
ranch.” \

1.66 The Committee desired to know whether the QMG was
consulted before raising of two 10 ton transport companies of the ASC
in October 1969 and if so, how did his views chang: in Mav 1977
(about thelimited use of these vehicles in an operational environment),
The Committee further enquired whether the introduction of 10-ton
vehicles for GS role had served the deqrred purpose. The Ministry of .
Defence stated :

“It is regretted that no record is traceable in this regard at this
stege. In the absence of @ny record, if is not poss1ble to
state ‘anything categorical about this aspect. During 1976,
HOrs. Northern Command had pointed out that the 10 ton
vehicles had restricted employability during operations as
they could not be utilised on multi-purpose tasks and could
be utilised on metalled roads'hand surface only. Similar
views were expressed by Headquarters Western Command
also. Subsequently, during) the logistics conference held in
April 1977 with representatives from the Command Head
quarters, representatives of Western and Northern:
Commands were generally not in favour of accepting these

- vehicles because of their restricted employability.

The operational environment had changed from what
it was in the late sixties when these 10 ton vehicles were
introduced znd consequently the' requirement of transport
had -increased. Commands now prcferred vehicles which
could be utilised on multi-purpose role in a war situation.
The QMG had in 1977, apparently based his opinion on

:* the views of the Commands. The authorities who had ex- °
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pressed their opimion in 1968 and 1977 were different
persons and they had taken the decisions on different opera-
tional environment and plans existing at those points of
time. Since these vehicles were introduced tor employment
in the third line and lines of commumcat.mn duties, they’
did carry out the designed role.”

1.67 The Committee further enquired t.hc reasons for not taking into.
account the views of the QMG expressed in Ma\y, 1977 before i lssumg
sanction in May 1978 for reorganisation of three 3 ton
Tmtgsdport Platoons into 10 ton platoons In reply, the Ministry of Dctmce
sta

“The QMG’s observation made in May 1977 regarding the
limited use of 10 ton vehicles was of a general nature. The
proposal to reorganise three 3 ton transport platoons into
10 ton platoons was mooted during the discussions held in
the Army Commanders’ Conference on 14--19 November,
1977. This was with a view to utilising 10 ton vehicles
rendered surplus as a result of cancellation of the rzising
of one 10 ton transport company ASC. Subsequently, the
proposal was examined in detail by the Army and accepted
by HQ Southem Command, QMG|OL Dte and the
reorganisation of 3 ton platoon into 10 ton platoon was
thereafter cpproved by the General Staff. By utilising the
10 ton vehicles, 3 ton vehicles held by units became avail-
able for covering the pressing deficiencies in the forward
mas"l

1.68 The Committee desired to know if the conversion of the existing
three 3 ton independent platoons into 10 ton platoons resulted in any.
additional maintenance and operational expenditure and if so, to what
extent. The Mmnistry of Defence stated* :

“The conversion of three 3 ton platoons into 10 ton platoons
has not resulted in any increase in the cstablishment of
these platoons. However, due to higher load carrying capa-
city of the 10 ton vehicle, the lift capacity of the platoons
has been enhanced five to three-fold with the same man
power entitlement, thus effecting economy in expenditure

“+ to the State.” ;

1.69 Further asked whether this .conversion had affected the
efficiency of operations and if so, to what extent, the Ministry of Defence
stated :

“Employment of the 10 ton vehicles on 3rd line transport duties

‘Not vetted by Audit.
2 L8S/83—3
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along the lines of communications, has not had any adverse
impact on the operational efficiency of the units.”

1.70 The Committee pointed out that inspite of the fact that 10-ton
vehicles could not be usefully employed in ordnance instzllations as
stated by the Dy. DOS in June 1977, it was decided in July 1979|January
1980 to issue 23 such lorries to Ordnance units for GS role. The Com-
mittee -desired to know on what considerations such a decision was taken
and whether it was ensured that these lorries were uselully employed in
the ordnance formations. The representative of the Ministry of Defence
stated in evidence :—

“This was the concept which was tuken into account and in spite
of this objection by Dy. DOS, he later on, accepted to uti-
lise 23 wvehicles. re was a provision review and we
thought how to autilise the surplus vehicles in some way or
the other. Otherwise they would all be lying in the depot
being unutilised. It was decided that 23 could be employed
by DOS to carry heavy load; though it was not then passible
for him to employ it, in spite of that, he took them for em-
ployment in the depot; subsequently there were other roles
for these. It was decided to use them in Southern Command,
which was a plein area. Army Commandeér, Southern
Command decided to use 90 vehicles in three platoons.
Decision was taken that another 60 vehicle; would be em-
ployed; 12 of them for GS role, 48 for the BPL, for carry-
ing petrol. That was decided so as to puttjng to best use
the surplus that was available.”

1.71 In a subsequent note, the Ministry of Defence have stated* as
follows : - :

“The best use of the left over vehicles had to‘be made. The
vehicles were issued to Ordnance depots and were put to
use to carry loads within the depots. These vehicles have
been utilised in the depots satisfactorily. No adverse com-
ments have come to notice of the Army HQ.”

1.72 The Committee desired to know the latest position regarding
the fabrication of cabs &nd bodies on 22 of the 44 chassis sent to the
Army Base Workshop at station ‘ZZ’ in March and July, 1981. The
Ministry of Defence stated :

“The. fabrication of cabs and bodiés‘on the 22 chas§is sent to
Army Base Workshop at station ‘ZZ’ has since been
completed.” '

'Not vetted by Audit.
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1.73 Asked about the mznner in which these vehicles have been
utilised, the Ministry of Defence stated :

“These vehicles have been issued to 3rd line transport companies
located in Northern Command and are being utilised for
carriage of maintenance requirements like supplies and
ordnance stores along the lines of communications.™

1.74 As regards the remaining 50 surplus chassis (held with the
CVD at station ‘Y”), the Ministry of Defence stated in November 1981
that a proposal had been initiated for utilising 48 chassis-for fabrication
of 10-Kilolitre petrol tankers. Asked about ‘the latest position in the
matter, the Ministry of Defence stated in a note furnished in October
1982 :

“An indent for fabrication of BPL Role on gty 48 chassis has
already been placed on the Department of Defence Supplies
during June 1982.”

1.75 In a subsequent note furnished in February 1983, the Ministry
have stated :

“In respect of this requirement, the drawings have not yet been
finalised. Tender enquiries will be issued on finalisation of
drawings.”

Tractor Role

1.76 The Committee desired to know the reasons for indenting
400 number of 10 ton chessis in the first instance without first finalis-
ing the specifications and the reasons for delay in doing so. The Minis-
try of Defence stated :

“The decision to procure 400 chassis against the requirement
of 462 was taken in an inter-departmental meeting held
on Ist April 72 in the Min. of Def. This meeting was atten-
ded by the representative of Min. of Fin. (Def.), among
others... The DGI has contended that there had been
no delay on its part in finalising the drawings. According
to it, repetitive amendments to the specifications were
necessitated by the changes brought about in the vehicle
by the firm, viz. M|s. Ashok Leyland and the advice given
by the Research & Development Organisation on various
issues like fitment of winches, power steering and tyre
size. DGI has “also stated that as soon as decisions were
received from R&D (Vehicles), immediate action was
taken to finalise the specifications and that there had been
no delay on-its part. It has alsp been brought to notice.
that the DGS&D raised queries on the specifications from
time to time.” '
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1.77 According to- the indent, the chassis were to conform to a
puticular specification. The Committee desired to. know whether the
p.rticular specification was finalised before the placement of the indent
on DGS&D in July 1972 and if so, why copies thereof were sent to
DGS&D separately in October 1972, The Ministry of Defence stated
in & note :—

“An indent for gty. 400 chassis 10 ton 6 X4 Leyland Hippo
for tractor role was placed on DGS&D on the 14th July
1972. The specification quoted in the indent was No.
IND|VEH|0083 which had been finalised by the DGI in
January 1972 in consultation with VRDE and the firm..
Copies of the specification were forwarded to the DGS&D
in October 1972. )

PR The specification No. IND|VEH{0083 was discussed by
CIV with VRDE and the firm i.e. Ashok Leyland in Dec-
ember 1971 at Ahmednagar and was agreed to by all
Copies of the "agreed’ specification were forwarded by
DGI to Ordnance Dte., Army Headquarters in January
1972 and the same was quoted by them in their indent
placed on 14 July, 1972,

However from the records available it appears that Ord. Dte
Army Headquarters while forwarding the above mentioned
indent to DGS&D in advertently enclosed old specifica-
tion (pertaining to GS Vehicles). On being pointed out
by DGS&D, fresh copies of the applicabk specification
were obtained by them from CIV Ahmednagar and were
forwarded to DGS&D in October 1972,

1.78 The Committee desired to know the principal changes brought
about in the vehicles by. the firm, when was decision taken by R&D
(vehicles) about the fitment of winches, power steering and tyre sizes.
the nature of queries made by DGS&D on the specifications and when
were these resolved. In reply, the Ministry of Defence have stated in
a note :

“After having agreed to specn. No. IND|VEH|0083 in Dec-
ember 1971 at Ahmednagar and having once again con-
firmed to the same on 6 ‘February 1973 through their
rep. in Delhi, the firm asked for certain deviations to
specification while forwarding their quotation to DGS&D
in a letter on 28-3-1973. Through this letter the firm
asked for changes in certain technical parameters of the
vehicle. Some of the changes in technical parameters asked
for by the firm were as follows :

(i) Instead of alternators the firm wanted to supply the
vehicles with Generators.
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(ii) Instead of Gabriel shock absorbers the firm wanted to
supply some other makes of shock absorbers.

(iii) The firm did not want to supply ‘road springs’ to ISI
Specifications,

(iv) The firm wanted to supply battmes other than Exide
brand, which was indicated in the speon.

(v) The firm did not want to supply boses to IS speon.

(vi) The firm was not in a position to supply rear view mir-
rofs.

" (vii) The firm did not want to guarantee the cross country
performance of the vehicles as such and wanted cross
country condition to be defined specifically.

(viii) The firm regretted their inability to carry out fitment .
. of "winch,
(ix) The firm requested the deletion of tool kit from their
scope of supply.

To resolve the above points, a meeting was held with the firm
(after few postponements at the instance of the firm) on
6 July, 1973 and speon. No. IND/VEH|0083 (a) was
drawn up.

“General Staff approval for introduction of the Hippo 10 tonne
in tractor role was given in July 1971. Tractor role vehi-
cles were to be procured by the Army for the first time.
Draft specification is prepared by R&D after carrying out
technical trials on the vehicle. The draft specifications are
then discussed by the DGI with the firm to incorporate
clauses for inspection. Quality assurance, Quality audit,
warranty and list out the vendors whose products have
been approved and can be fitted on the chassis. A similar
procedure was followed in case of preparation of specifi
cation for Hippo 10 tonne in tractor role. The draft speci-
fication was received from R&D vehicles in the end of
October 1971, The specification was discussed with VRDE
Ahmednagar and reps of Ashok Leyland at Ahmednagar
in December 1971. During the discussions the firm mti-
mated that they were not in a position to provide winch,
but if winches were provided by Defence, they would install
the same on the vehicles. Since the winch was an essential
equipment to make the vehicle fit for the role it was assign-
ed after consultation with VRDE and firm, it was decided
to incorporate in the specification that the winches would
‘be provided by Defence. The specification No. IND|VEH]
0083 was prepared in December 71 and 10 copies of the
same were forwarded to Ord. Dte. in January 1972,

2 LSS/83—4
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Thereafter, R&D Vehicle suggested to General Staff at Army
HQRS to utilise surplus winches lying in Ord. Depots. In
May, 72, General Staff asked R&D to select and develoy
one of the 4 types of surplus winches available for instal-
lation on the vehicle. The R&D undertook the job which
involved selection of a suitable winch, designing the instal-
lation, fabricating the different components, installing the
same on the vehicle and carrying out detailed field trials.

" This naturally was a time consuming task and R&D com-
pleted it by January 74 and forwarded the finalised draw-
mgs to the firm. '

Simultaneously, trials were carried out to ascertain advantage
of incorporating power steering which had earlier been
included in the specification in consultation with VRDE
because of defect reports received from the users units on
account of hardsteering in GS Vehicles. Exhaustive trials
on indigenous power steering unit carried out by CIV and
VRDE.revealed that there was no distinct advantage in
fitting the power booster. Similarly, the tyre size
1400 X 20, though specified in the draft specification of
VRDE was not found suitable for this vehicle during ex-
haustive trials. It was, therefore, decided in January 1974
that the specifications should be amcnded to delete -
1400 X 20 tyres and power steering.

From the above, it will be seen that the period 1% years
(from June 72 to January 74) was in fact the iime taken
by R&D mainly for selection, development and installation
of winch. By doing so, they not only provided the Army
with a suitable vehicle required by them for tragtor role
but also saved foreign exchange by way of utilisation of
winches lying surplus in Army stock.

After having received copies of specification in October 1972,
+  DGS&D vide their letter No. 101|71|267|TEC dt. 15th
January 1973 raised 2 query whether the speon, had been
finalisd in consultation with the firm... local rep. of
Ashok Leyland was called for discussions and on 6 Febr-
uary 1973. he once again confirmed that the speon had
already been agreed to by the firm, and there was no
doubt in this regard as far as the firm was concerned. This
- was conveyed to DGS&D on 7 February 1973.”

1.79 The Committee desired to know whether the comparative
costs on body building on 200 and 262 chassis by trade and Army
Base Workshop at station ‘ZZ' were worked out and if so what the
comparative costs were, The Ministry of Defence stated :
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“The comparative costs of body building on 200 and 262 chas-
sis by trade and Army Base Workshop at station ‘ZZ’ can-
not be given as the order for 262 chassis was cancelled.”

1.80 The Committee desired to know the reasons for revising the
rate of 98 chassis in June, 1977 from Rs. 2.45 lakhs per chassis agreed
to in July 75 to Rs. 2.79 lakhs in June 1977. In reply, the Ministry of
Defence stated :— ;

“The A|T was placed on 17 July, 75. The price quoted was
Rs. 2.45 lakh. In terms of price variation clause of the
A|T which called for a revision in prices ruling on the
date of supply on the strength &f firm’s internal auditor’s
certificate, the price for balance qty. 98 chassis was fixed
ag Rs. 2.79 lakhs.”

1.81 Asked whether the 200 chassis were delivered by firm ‘A’
as per scheduled delivery period indicated in the contract of July 1975
and if not, whether any liquidated damages were recovered for delayed
supplies, the Ministry of Defence stated : :

“The 200 chassis were delivered by firm ‘A’ to CVD Avadi
during September 75—Feb. 77 which was within the
delivery period. No. liquidated damages were recovered
as per contract deed.”:

Fabrication of Bodies

1.82 It is scen that in December, 1975, the DOS placed supply
orders on firm ‘E’ and a public sector undertaking for fabrication of
bodies on 100 chassis cach at Rs. 17,770 and Rs. 18,500 per chassis’
respectively. Firm ‘E’ and the undertaking were to commence delivery
of built vehicles at the rate of 10 and 15 numbers per month respec-
tively within 4 weeks after approval of prototype. While the undertak-
ing completed supply of 100 vehicles in May 1977, firm ’E’ was able
to complete only 15 out of 30 chassis fed to it within the extended
date of delivery (November 1977).

1.83 The Committee asked as to why firm ‘E’ was unable to com-
plete fabrication of bodies on all the 100 chassis and whether its capa-
bility was asstssed before awarding the contract. The Ministry of
Defence stated :—

“Firm ‘E' was unable to complete fabrication of bodies on all
the 100 chassis because of the following reasons advan-

ced by the firm from time to time :—

(i) The firm being new in development of store they had
to face technical problems.
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(i) Power shortage and load shedding.
(iii) Financial problems.

As mentioned earlier limited tender enquiry is floated by the

artment on the firms in the compendium maintained

by Technical Committees. The firms are included in the

compendium after getting their capability assessed. There-

fore, the firm’s capability was assessed before including
their name in the compendium.”

. 1,84 The Committee further desired to know whether any liqui-
dated damages were realized from firm ‘E’ for short-closing the con-
tract relating to 15 chassis and whether any payment was made to
firm ‘E’ for some jobs done by it in the 15 chassis in respect of which:
the contract was short-closed. In a note, the Ministry of Defence

stated ;—

“Liquidated damage of Rs. 3,732 has been realised froms firm
‘E’ for the contract relating to 15 chassis.

Payment has been made to firm ‘E’ in respect of 15 chassis,
which were delivered to the consignee complete in all

respects.”

1.85 It is seen from the Audit Paragraph that firm ‘F’ was subse-
quently awarded the contract for fabrication of bodies on 70 chassis
at Rs. 16,500 per unit as against the rate of Rs. 17,770 per unit in
the contract with firm ‘E’. The Committee, therefore, desired to know
whether firm ‘E’ was selected on the basis of limited tender enquairy
and also whether firm ‘E’ was invited to tender in the first instance.

The Minisry of Defence stated : —

“Firm 'E’ was selected from the list of the firms in the compen-
dium maintained by Technical Committee. Limited tender
enquiry was floated to the firm ‘E’ and -they were selected
on the basis of limited tender enquiry. The firm ‘F’ was
invited to tender in the first instance i.e. in December 74
when the contract was placed on firm ‘D', Subsequently
also when the contract was placed on firm ‘E’, firm “F
was invited to tender. Since on all these occasions the
firm's offer was higher, the contract could not be placed

on them.” .
¥

1.86 It is seen that supplies were completed by firm ‘F* in April
1980. Further, out of 200-built vehicles, release orders were issued for
182 numbers against which 171 were released to various units during
July 1977—July 1981, '
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1.87 The Committee desired to know the position about the re-
maining 19 vehicles (200—181). The Ministry of Defence stated :

“Out of the remaining 19 vehicles gty. 4 has since been releas-
ed to units. Balance 15 vehicles are awaiting upgradation
and classification.”

1.88 It is seen from the Audit Paragraph that the Engineer-in-
Chief observed on 19 July 1979 that the vehicle was not suitable for
the role due to its poor performance in the desert and riverinejcanal
based terrain. The - Committee, therefore, desired to know
whether the Engineer-in-Chief was consulted prior to placement of the
orders and also whether the proposal was thoroughly examined while
taking a decision on the matters. The Ministry of Defence stated :

“The trials on Leyland Hippo 10 ton 6X6 and 6X4 were
carried out at the College of Military Engineering during
February, 1971, an establishment under the control of
E-in-C. Copies of the trials report were also sent to the
E-in-C and his comments obtained during April 71. Al-
though the E-in-C Branch preferred the Leyland Hippo
10 ton 6 X6 over the 6 X4, the 6X6 configuration could
not be procured since it was not under production. The
E-in-C. Branch had no objection to the introduction of .
6 X 4 vehicle after incorporating the modifications as sug-
gested by the trial team at the production stage.

The proposal for introduction of vehicle was examined in depth
in consultation with the User and technical authorities and
a deliberate decision taken to procure the subject vehicle.”

1.89 It is also seen from the Audit Paragraph that in a meeting
held on July 1977 in the GS Branch, it was decided that the Research
and Development Establishment (Vehicles) should undertake a project
to introduce certain modifications on the built vehicles to enhance their
performance and that the deficiency of 262 chassis should be left un-
covered till a more suitable vehicle was developed, The Committee
desired to know the outcome of the project undertaken by the Research
and Development Establishment (Vehicles). The Ministry of Defence
stated :— '

“Modifications to vehicle were not undertaken as the marginal
improvements expected to be achieved were not commen-
surate with the expenses to be incufred.”

 J
1.90 It is seen from the Audit Paragraph that the requirement for
balance quantity (262) of chassis was cancelled in August 1979. How-
ever, in view of the decision already taken in April 1975 to entrust
262 chassis for construction of bodies to the Army Base Workshop at
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station ‘ZZ’, stores valuing Rs. 5.78 lekhs had been procured by it.
Conseguent on the above cancellation, the stores bscame surplus and
instructions were issued (January 1980) for back-loading these stores
to the depots concerned.

1.91 The Committee dcslred to know whether the Workshop was
kept apprised concurrently about the stage by-stage developments in
this case and if so, why surplus stores of this -order were procured.
The Committee further enquired whether responsibility had been fixed

for the infructuous expenditure.
In reply, the Ministry_of Defence stated :

“Indents for procurement of chasis were initiated in 1972 for
qty. 400 and in 1975 for qty. 62. As per the procedure
with a view to ensure that stores are available against the
fabrication commitments, procurement action has to be
initiated 18 to 24 months in advance. /Accordingly, -the
orders for procurement of stores were placed in 1975 and .
stores materialised by 1977.

Tic indents for qty. 262 chassis were cancelled in 1978 &

* 1979 much after the stores had already materialised. It is
further stated that although thore had been reduction in

the supply df chassis, however, there has been no loss to

the State. Most of the ‘ilems thus procured have been
utilised against other fabrication commitments and
balance quantities have bexn merged in the working stock

of the depots being commen user item requm.d for day to

day issues.”

1.2 Asked about the latest position of utilisation of the surplus
stores worth Rs. 5.78 lakhs. The Ministry of Defence stated :

“The cost of surplus stores shown as worth Rs. 5.78 ]a}.hs was
inclusive of 5 per cent departmenial charges. The revised
figurcs of Rs. 5.30 lakhs has been worked out gxcluding
5 per cent Departmental charges. Out of this, = stores
worth Rs. 5,10,487|- have njready been utilised. Balance

is being utilized by the Depots.”

1.93 As carly as 1964 the Army Headquarters mooted a proposal
for induction of heavicr 10-tonpe vehicles for General Services role
in.the transport companies of the Army Service Corps and for tractor
role fov trying of 20-tonres trailers as against 3-tonners then in use
in forward areas. User trials cargjed out in 1967 indicated that
though the 10-tonne vehicle was suitable for employment as ‘third line
transport’ over metalled roads, it did not have the requisite cross
country mobility to opérate in forward areas. The proposal was
however justified on the ground that therc were far too many lighter
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vehicles in the forward areas, which were targets to the encmy forces
and it was necessary to redvce the number by replacieg them with
higher carrying capacity vehiclos, Morzover, raising of addifional
3-tonne platoons would have involved large: increase in manpower.
The Arnmy Headquarters recommended (August 1968) to the Mi?jstry
the raising of 8 X 10 topne platoons i order to make np the deficiency

of 24 X3 tonne platoons for General Services rolc for reasens of cost
effcctiveness and “assured cvailability of 200 X 10 tenne vehicles within
a time frame of six morths”. In October 1968 the Ministry of Defence
sanctioned-the raising of two 10-tonne transport companics to relieve
proportionate mumber of 3-tonme transpert companics for employment
in forward areas. The raising of the first company was to be comp-
leted daring 1968-69 and that of the second company daring 1969-70.

1.94 Conseguent to the provision revicws carried out by the
Direcior of Ordrance Services at the Army Headquarters during 1969
and 1970, 680 numbers (including 330 numbers for 2 new transport
companies) of 10-tonne vchicles were found deficient for General
Services role. Accordingly, three indents for procuremnent of the
same svere placed on D.G.S. & D. during May 1969-May 1970.

1.95 The Committee find that raising of the second company was
cancellzd on 29 January 1976 as it came o he vealized that the 10-
tonnefvelicle was not snitable for deployment in forward areas during
operations. Considering the fact that the wser trials carried out in
1967 had cleasiy. establi'rha;.'l that the vzhicle was not saiinble for
cross covntry overafions, the Commettee ave of the view that the
Ministry of Defence|Army Headquarters shorld have proceeded in
the maftor of augmenting the flcet of these vehicles with utmost cantion.
The Defonce Secretary informed the Committee in evidence that “they
went on trying it in diffcrent areas. In the desers it was not found
successful . . . The area where this was not proving successful was
petting larger. Later on, based on the total roles discovered, 1 get a
feeling that they decidod that it was not a very successful vehicle and
thercfore, in 1976 they decided to limit #t to one transport company”.
It is obvious that the authorities did and care to re-assess the utility of
the vehicles at the time of the nrovision reviews of 1969 and 1970 or
immediately thereaffer even while the field trials were ronsistently Jdjs-
couruging. That the decision fo cancel the order for mising the second
company was taken after as many as 6 years, is a sad reflection on the |
working of the Army Headquarters. The Committee carmot bt ‘ake
a scrions view of this lapsec on the part of the avthoritins since this
resulied ‘in  considerable amounf of infructuous exwendture as wnald
he s2en from the succeeding pammphs

1.96 In order to meet the Aeficiencizs of- 10-tonne vehicles, two
contmects were concluded with firm ‘A’ (Mls. Avhok Leviand, Madras)
for supply of 230 (10-fonne) chasis in January 1970 (modified in May
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1970) and .for 450 chassis in July 1971, ie. a total of 680 chassis,
at a cost of Rs, 11.26 crores. Whercas supplics against the first cont-
ract were completed by the firm by August 1972, as many as three
‘extensions had to be granted with regard to the supply against the
sccond contract. The supply was completed as late as Febroary, 1975.
The extensions were granted to the firm for reasons like lock-out,
labou1 dispute, power cut and approved of pilot sample. No liqui-
dated damages 'vere levied on the firm as “it was decided to refix
delivery period upto 28-2-1975 subject to no price increase after
7-7-1974”. It is not undrstood why approval of pilot sample was
necded at this stage when the firm had already supplied a nulmber of
charsis against the first contract.  The 'Commitice consider that in
these circuinstances, the Ministry would bhave been well within their
rights to cancel the order. It is regrettable that this was not done
and an opportunity was lost to get rid of vehicles for which they had
litile wse. -

1.97 Three contracts for fabrication of ¢abs and bodies on 680
10-tonne chassis were concloded by the Department of Defence
Supplies for 130, 300 and 250 numbers in June 1970, August 1971
and October 1971 on Mis. Globe Motors Werkshop, Faridabad, M's,
Punj and Sons, New Delhi (Firm B) and M's. Jaysnand Khira, Bombay
(Firm C€) at the per unit rate of Rs. 6,200!-, Rs. 9,530'- and Rs. 8.050)-,
respeefively.  The Committee regret to no‘e that despite the fact that
the Army Headgnarters had emphasized that “the requirement was of
an opcrational nature and fabrication of bodies on at least 130 chassis
had to be completed by September 1971 ard bulk supplies commence
immediately”, the contracts were processed i1 a leisnrely manuer. The
Committee_find that the contract on Mis. Gluvbe Motors Workshop,
Faridahad for 130 chassis had to he cancelied for its failure to cffect
the <wmnlies. 1t is unfortunate that the authorities waited for three
years to cancel the order on the firm for unsatisinctorv. performance.
This needs lookmg into.

1.98 So far as firms ‘B’ and ‘C’ are concerned. the Committee find
that fahrication of cabs and bodies was completed by them in Novem-
her 1975 and July 1977 respectively after they were given extensions
repeatedly—6 in the case of forniers and 4 in that of the latter. Thus,
extensions were liberally granted. The Department did rot also
choose to levy Ffiquidated damages for the delayed supplies. This
aspec: of the matter needs to be adequately explained.

1.99 Consequent on the failure of Mls. Globe Motors Workshop,
Faridabhad to execute the contract, another confract was placed as
- late as in February 1975 on Free India Industries. Jullundur (firm ‘D’)
ut a per unit rate of Rs. 10,250/. which was much higher than the
rates allowed to firms ‘B’ and ‘C’. According to the Ministry of
Defence, the work was awarded to the firm, as their offer was the
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lowest at that time, and the firm had earlier successfully completed
the fabrication work on one-tonners. The Committec regret to note
that in spite of a specific provision for security deposit at the rate of
2} per cent of the contract value, the authorities chose not to obtain
the samne from the firm despite the fact that they had a bad experience
with Globe Motors. The Committee would like to know whether
there was aly provision in the contract with the firm for getting the
work done at the risk and cost of the firm in case of its failure to
*efiect the supplies as per the terms of the contract and if so, why it
vwas not enforced.

3.100 According to the contract, the firm was required to start
bulk supply at the rate of 15 numbers per month commencing after
45 days of the grant of bulk production clearance. The prototype
submitted by the firm in August 1975 was approved by the Director
General of Inspection in October 1975 and consequently 30 chassis
were issued in January 1976 to firm ‘D’ for fabrication work. The
Committee find that the firm miserably failed in the execution of the
contract and not even a single built vehicle was delivered despite re-
peated extensions of time upto July 1976. _ FEven as late as 20 Novem-
ber 1976 it was noticed that cabs and bodies had been almost comp-
leted in case of only 3 vehicles, with certain modifications, partial
work had been completed by the firm on 4 more vehicles and no work
had lreen done on balance 23 chassis. The Committee are surprised
to find that despite the shocking report by the Inspector about the
work, the authorities did not cancel the coniract immediately and take
over all the 30 vehicles to get the work completed at the risk and
expense of the firm as agreed to at the mceeting held with the repre- |
sentative of the firm on 12 July, 1976. The contract with firm ‘D’
was finally cancelled as late as January 1977. Thereafter, the autho-
rities did not take over the chassis immediaiely. This was done after
another 9 months. The Commiltee are not satisfied with the argument
advanced by the Ministry for their failure to recover the chassis in
January 1977 that “Board was to be formed to go and see the condi-
tions of the vehicles and then to take over. That process took some
time”. It is unfortunate that it took more than 8 months to set up a
Board of Officers for re-assessing the condition of the chassis and
that these were finally taken over in September, 1977. Certain defi-
ciencies and the damages costing Rs. 5,528 were assessed in respect of
these chassis. No recovery could be effected. The firm even tam-
pered with the pilot chassis kept with it, and the authorities took no
action against the firm for this grave violation of the terms of contract.

1.101 Strangely enough, despite the reported sad experience with
the firm in the execution of the contract the authorities partially
reinstated the orders in September 1977 to enable the firm {o complete
work, un the remaining 10 partly built chasis. As the firm failed to
2 1SS/83—5



40

complete the reinstated order also, the Departmrent was lefit with wo
other alternative but to cancel the order in June 1978. Again, the
:authorities failed to recover the 10 partially built chassis from the
firm immediately after the reinstated order was cancelled and allowed
the chassis to deteriorate at the premises of the finn. Another Board
of Officers convened to take over these chassis, reported in ©October
1979, that “all these chassis were lying in the opcn with a large mumber
of fitment items missing”. The chassis were finally taken over in,
Fchruary 1980 with the help of civil pelice and nromicipal authorities.
The Committee view with grave concern the irresponsible belaviour
of the authorities in this case. The Committee also regret to note that
the anthorities have not so far been able to recover from the firm Rs. 0.48
lakh on account of the cost of damages/dcficiencies to these 10 chassis
as assessed in June, 1980. y

1.102 The Committee desire that a ‘thorough enquiry should be
instituted to go into the various acts of omission and commissien parti-
cularly with regard to the following points :—

(i) whether proper procedures were folowed in the selection
of firms for fabrication of cabs and bodies;

(i) why the specific provision for security deposit at the rate of
2} per cent of the contract value was not enforced in case
of firm ‘D’

(iii) why the order with firm ‘D’ was reinstated partially in
September 1977 despite the failure of the firm to exccute
the order as per terms of the contract; and

(iv) .why the chassis were not recovered from firm ‘D’ immediate-
ly after cancelling the order in Januvary 1977 and why
the 10 partly-built chassis were agair not recovered from
the firm in June 1978 when th: partially rcinstated order
was also cancelled.

1.103 The Committee would like the malfer to be gone into by a
team of senior officers and their findings together with the
action taken in pursuance thereof, reported to the Committee within
six months. The Committee would also like to be apprised of the
steps taken to recover the cost of damagesdcficiencies from the part-
ners of firm ‘D’ as the firm itself is reportedly not in existence now.

’1.104 As a direct consequence of the unimaginative planning in
this case, a surplus of 183 10-tonne vehicles (built vehicles—-66 and
chassis—117) was revealed in the provision review of October 1976.
In order to utilize these surplus vehicles somehow, these were issucd
to static units, tuihing establishments and ordmance depots. The
Committee observe that despite reservations on the part of the rep-
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resentatives of Western and Northern Communds sbout the utility of
« the 10-tonne vehicles, it was decided to convert 3-tonne independent
transport platoons into 10-tonne platoons. An additional expenditure
of Rs, 8.14 lakhs was sanctioned on fabricating cabs and bodies over
44 out of 117 surplus chassis. An expenditure to the tune of Rs. 1.92
fakhs was incurred on their transportation.

,1:105 Of the balance 73 chassis, 23 were issued 1o ordnance units
for GS Role after fabrication of cabs and bodics thereon at an estimated
cost of Rs. 18,500 per vehicle besides freight charges of Rs. 0.60
lakhs. Modification|conversion of another 48 chassis into bulk
petrolcum lorries was decided upon in February 1982. The Committee
are surprised to find that relevant drawings for these lorries have not
yet been finalised and it is still not known as to exactly when the 48
chassis meant to be utilized as bulk petrolenm lorries would be pressed
into scrvice

1.106 The Committee view with grave concern that an expendi-
ture of Rs. 2.27 crores incurred on 117 chassis procured as carly as
1974-75 remained absolutely unproductive for more than 5 years,

1.107 So far as induction of 10-tonne vehicles for tractor role
.- {towing of trailers) is concerned, the Committee find that a provision
review carried out in October 1971 revealed a deficiency of 462
vehicles.  According to the indent placed by the Director of Ordnance
Services in July 1972 on DGS&D for 400 numbers of 10<tonne chassis,
these chassis were required to be supplied during 1973-74 and 1974-75
ut the rate of 200 numbers per year and were to conform to a parti-
cular specification. The Committee are perturbed to find that the
revised specifications could be finalized only in January 1974, i.e. after
a delay of about 14 years. It was only in July 1975 that the DGS&D
could conclude a contract with Firm ‘A’ for 200 chassis and that too
with existing/specifications. The Committee are not convinced with
the argument that “repetitive amendments to the specification were
necessitated by the changes brought about in the vehicle by the firm,
viz. Ms. Ashok Leyland and the advice given by the Research and
Development Organisation on various issues”. The Committec view
with concern that the delay resulted in an infructuous cxpenditare of
Rs. 235.32 lakhs in the procurement of these 200 vehicles in so far as
the chassis with existing specifications were procured at the rate of
Rs, 2.45 lakhs (for 102 chassis) and Rs. 2.79 lakhs (for 98 chassis) per
chassis against the rate of Rs. 1.44 lakhs prevailing at the time of
placing an indent in July 1972. Had the authorities been vigilant
enongh, this expenditure could be avoided.

1.108 The same lackadisical approach is evident from the manner
in which the work of fabrication of cabs and bodies over the 200
chassis was procceded with. Whereas fabrication of cabs and bodies
on 100 chassis was entrusted to a public sector undertaking which
completed it in May 1977, firm ‘E’° (M!s. Jullundur Body Builders,
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Dethi) to which fabrication work for another 100 chassis was awarded
in December 1975 miserably failed to execute the order as per schedule.
"The firm could hardly complete 15 out of 30 chassis fed to it within
the cxtended date of delivery, viz. November 1977 and the order had
to be short-closed at 15 nos. in January 1978 and the rest 15 were
again ordered to the same form in September, 1978. The Department's
contention that “the firm being new in development of stores, they
had to face technical problem” does not seen to be plausible that the
selecticn of the firm was itself wrong. The Committec desire tht the
matier may also be gone into by the team of officers recommended
carlicr und on the basis of its findings steps shonld he taken with a

vicw fo obviating such lapses in the selection of firms in future.

1.109 The Committee further find that the work for fahrication of
bodies on the balance 70 chassis was entrusted in finn “IF” (Mis. Pearey
Lal & Songs, New Delhi) as late as May, 1978 and was conipleted in
April, 1980. Thus, the expenditure on these 70 chassis remained un-
procuctive for nearly two years.

1.110 As for the requirement of balance quantity of 262 chassis,
the Committee find that the order was cancelleit in August 1979 keep-
ing in view the observations made by the Engineer-in-Chief (July 1979)
to the effect that the vehicle was not suitable for tractor rolc due to its
poor cross country performance in the desert and reverine!canal-based
terrain and should not be used in this role.

1.111 The Committce thus observe that 310—10 tonne vehicle of
which 183 were procured for General service role and 127 for tractor
roic at a cost of Rs. 700 lakhs have become surplus to requirements
and are being used for purposes other than for which they were pro-
cuved just to utilise them somehow. In addition, expenditure to the
tune of Rs. 2.52 lakhs incurred on freight charges for backloading 67
chassis has become ifructuous. The Comnmitiee are, therefore, led
to the conclusion that the decision to go in for Jarge scale acquisition of
10-tonne vehicles in the face of adverse reporis from the field as to their
utility in an operational environment, was totally ill-conceived. 1t is
highly regrettable that such carelessness should be shown in planning
the seplacement of equipment for Defence Forces when Parliament is
quite generous in granting funds for Defence cxpenditure.  The
Committee trust that this case would act as an cye opener and that
proper lessons would be drawn at the Ministerial level from this ex-
pericnce so that the nation’s precious resources are not frittered away
on.such schemes to the guise of meeting urgent/operational requirements
of the armed forces.

New DELHI; SATISH AGARWAL
April 6, 1983 Chairman

Chditra 16, 1905 (S) Public Accounts Committte.



APPENDIX

Conclusions and Recommendations

Ministry

S]._ Para Conclusion/Rocommendatioﬁ

No. No. concerned

B! 2 3 4

1 1.93  Defence As early as 1964 the Army Headquarters

mooted a proposal for induction of heavier 10-
tonne vehicles for General Services role in the
transport , companies of the Army Service Corps
and for tractor role for towing of 20-tonne trailers
as against 3-tonners then in use in forward areas.
User trials carried out in 1967 indicated that
though the 10-tonne vehicle was suitable for®
employment as ‘third line transport” over metalled
roads, it did not have the requisite cross country
mobility to operate in forward areas. The pro-
posal was however justified on the ground that
there were far too many lighter vehicles in the
forward areas, which were targets to the enemy
forces and it was necessary to reduce the number
by replacing them with higher carrying capacity
vehicles. Moreover, raising of additional 3-
tonne platoons would have involved large in-
crease in manpower. The Army Headquarters
recommended- (August 1968) to the Ministry the
raising of 8 x 10 tonne platoons in order to make
up the deficiency of 24x 3 tonne platoons for

" General Services role for reasons of cost effec-

tiveness and ‘‘assured availability of 200x 10
tonne vehicles within a time frame of six months”.
In October 1968 the Ministry of Defence sanc-
tioned the raising of two 10-tonne transport
companies to relieve proportionate number of
3-tonne transport companies for employment
in forward areas. The raising of the first com-

43
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1.95

Defence

-do-.

‘pany was to be completed during 1968-69 and

that of the second company during 1969-70.

Consequent to the provision reviews carried
out by the Director of Ordnance Services at the
Army Headquarters during 1969 and 1970, 680
numbers (including 330 numbers for 2 new trans-
port companies) of 1C-tonne vehicles were found
deficient for General Services role. Accordingly,
three indents for procurement of the sume were
placed on D.G.S. & D. during May 1969-May
1970. .

The Committee find that raising of the second
company was cancelled on 29 January 1976 as
it came to be realized that the 10-tonne vehicle
was not suitable for deployment in forward aseas
during operations. Considering the fact that
the user trials carried out in 1967 had clearly esta-
blished that the vehicle was not suitable for cross
country operations, the Committee are of the
view that the Ministry of Defence/Army Head-
quarters should have proceeded in the matter of ..
augmenting the flect of these vehicles with utmost
caution. The Defence Secretary informed the
Committee in evidence that “they went on trying
it in different areas. In the desert it was not
found successful The area where this was not
proving successful, was getting larger. Later on,
based on the total roles discovered, I get a feeling
that they decided that it was not a very successful
vehicle and therefore, in 1976 they deciaed to
Limit it to one transport company. It is obvious
that the authorities did not care to 1¢-assess: he
utility of the vehicles at the time of the provision
reviews of 1969 and 1970 or immediately there-
aftér even while the field trials were consistently
discouraging. That the decision fo cancel the
order for raising the second company. was taken
after as many as 6 years, is a sad reflection on
the working of the Army Headquarters. The
Committee cannot but take a serious view of
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this lapse on the part of the authorities since this
resulted in considerable amount of infructuous
expenditure as would be seen from the succeeding
paragraphs.

In order to meet the deficiencies of 10 tonne
vehicles, two contracts were concluded with firm
‘A’ (M/s. Ashok Leyland, Madras) for supply
of 230 (10-tonne) cnassis in January 1970 (modi-
fied in May 1970) and for 450 chassis in July
1971, i.e. a total of 680 chassis, at a cost of Rs.
11.26 crores. Whereas supplies against the first
contract were completed by the firm by August
1972, as many as three extensions had to be
granted with regard to the supply against the
second contract. The supply was completed as
late as February 1975. The extensions were
granted to the firm for reasons like lock-out,
labour dispute, power cut and approval of pilot
sample. No liquidatec damages were levied on
the firm as “it was decided to refix delivery period
upto 28-2-1975 subject to no price increase after
7-7-1974”. 1t is not understood why approval
of pilot sample was needed at this stage when the
firm{ haa already supplied a number of chassis
against the first contract. The Committee con-
sider that in these circumstances, the Ministry
would have been well within their rights to cancel
the order. It is regrettable that this was not
done and an opportunity was lost to get rid of
vehicles for which they had little use.

Three contracts for fabrication of cabs and
bodies on. 680 10-tonne chassis were concluded
by the Department of Defence Supplies for
130, 300 and 250 numbers in Junec 1970, August
1971 and October 1971 on M/s. Globe Motors
Workshop, Faridabad, M/s. Punj and Sons,
New Delhi (Firm B) and M/s. Jayanand Khira,
Bombay (Firm C) at the per unit rate of
Rs. 6,200 Rs. 9,530 and Rs. 8,050, respectively.
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The Committee regret to note that despite the
fact that the Army Headquarters had emphasized
that “the requirement was of an operational
nature and fabrication of bodies on ai least 130
chassis had to be completed by September 1971
and bulk supplies commence immediately”, the
contracts were processed in a leisurely manner.
The Committee find that the contract on M/s.
Globe Motors Workshop, Faridabad for 130
chassis had to be cancelled for its failure to effect
the supplies. It is unfortunate that the authorities
waited for three years fo cancel the order on the
firm for unsatisfactory performance. This needs
looking into.

So far as firms ‘B’ and ‘C’ are concerned, the
Committee find that fabrication of cabs and
bodies was completed by them in November
1975 and July 1977 respectively after they were
given extensions repeatedly—6 in the case of
former and 4 in that of the latter. Thus, exten-
sions were liberally granted. The Department
did not also choose to levy liquidated damuges
for the delayed supplies. This aspgct of the
matter needs to I;J adequately explained."

Consequent on the failure of M/s. Globe
Motors Workshop, Ffridabad to execute the
contract, another contract was placed as late as
in February 1975 on Free India fndustries, Jul-
lundur (Firm ‘D’) at a per unit rate of Rs. 10,250
which was much higher than the rates allowed
to firms ‘B’ ard ‘C’. According to the Ministry
of Deferice, the work was awarded to the firm,
as their offer was the lowest at thai time, and the
firm had earlier successfully completed fabri-
cation work on one-tonners. The Committee
regret to note that in spite of a specific provision
for security deposit at the rate of 2}% of the
contract value, the authorities chose not to
obtain the same from the firm despite the fact
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that they had a bad experience with Globe Motors..
The: Committee would like to know whether
there was any provision in the contract with tne
firm for getting the work done at whe tisk and
cost of the firm in case of its failure to effect the
supplies as per the terms of the contract and if
so, why it was not enforced.

According to the tontract, the firm was re-
quired to start bulk supply at the rate of 15 num-
bers per month commenciag after 45 days of
the grant of bulk production clearance. The
prototype submitted by the firm in August 1975
was approved by the Director General of [nspec-
tion in October 1975 and consequently 30 chassis
were issued in January 1976 to firm ‘D’ for fabri-
cation work. The Committee find that the firm
miserably failed in the execution of the contract
and not even a single built vehicle was delivered
despite repeated extensions of time upto July
1976. Even as late as 20 November 1976 it
was noticed that cabs and bodies had been almost
completed in case of only 3 vehicles, with certain
modifications, partial work had been completed
by the firm on 4 more vehicles and no work had
been done on balance 23 chassis. The Committee
are surprised to find that despite the shocking
report by the Inspector about the work, the autho-
rities did not cancel the contract immediately
and take over all the 30 vehicles to get the work
completed at the risk and expense of the firm as
agreed to at the meeting held with the represen-
tative of the firm on 12 July, 1976. The contract
with firm ‘D’ was finally cancelled as latc as Jan-
vary 1977. Thereafter, the authorities did not
take over the chassis immediately. This was
done after another 9 months. - The Committee
are not satisfied with the argumeat advanced
by the Ministry for their failure to recover the
chassis in January 1977 that “Board was to be
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formed to go and sec the conditions of the vehi-
cles and then to take over. That prosess took
some time”. 1t is unfortunate that it took more
than 8 months to set up a Board of Officers for
re-assessing the condition of the chassis and that
these were finally taken over in September, 1977.
Certain deficiencies and damages costing Rs.
5,528 were assessed in respect of these chassis.
No recovery could be effected. The firm even
tampered with the pilot chassis kept with it. and
“the authorities took no action against the firm
for this grave violation of the terms of contract.

Strangely enough, despite the reported sad
cxperience with the firm in the cxecution of the
contract the authorities partially reinstated the
order in September 1977 to enable .the firm to
complete work on the remainin, 10 partly built
chassis. As the firm failed to complete the rein-
stated order also, the Department was left with
no other alternative but to cancel the order in
June 1978. Again, the authorities failed to recover
the 10 partially built chassis from the firm imme-
diately after the reinstated order was, cancelled
and allowed the chassis to deteriorate at the pre-
mises of the firm. Another Board of Officers
convened to take over these chassis, reported in
October 1979, that “‘all these chassis were lying
in the open with a large number of fitment items
missing”. The chassis were finally taken over in
February 1980 with the help of civil police and

. municipal authorities. The Committee view

with grave concern the irresponsible 'behaviour
of the authorities in this case. The Committee
also regret to note that the authorities have not
sofar been able to recover from the firm Rs. 0.48
lakh onaccount of the cost of damages/deficien-
cies to these 10 chassis, as assessed in June, 1980,

The Committee desire thata thorough enquiry
should be instituted to go into the various acts of
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omission and commission particularly with regard
to the following points:—

(i) whether proper procedures were followed
in the selection of firms for fabrication of
cabs and bodies;

(ii) why the specific provision for security
deposit at the rate of 2-1/2% of the con-
tract value was not enforced in case of
firm ‘D’;

(iii) why the order with firm ‘D’ was reinstated
partially in September 1977 despite the
failure of the firm to execute the order as
per terms of the contract; and

(iv) why the chassis were not recovered from
firm ‘D’ immediately after cancelling the
order in January 1977 and why the 10
partly-built chassis were again not re-
covered from the firm in June 1978 when
the partially reinstated order was also
cancelled.

11 1.103 Defence The Committee would like the matter to be
gone into by a team of senior officers and their
findings together with the action [taken in
pursuance thereof, reported to the ! Committee
within six months. The Committee would also,
like to be apprised of the steps taken to recover
the cost of damages/deficiencics from the partners
of firm ‘D", as the firm itself is reportedly notin
existence now.

12 1.104 Defence As a direct consequence of the unimaginative
planning in this case, a surplus of 183 10-tonne
vehicles (built vehicles—66 and chassis—117)
was rcvealed in the provision revicw of October
1976. In order to utilize these surplus vehicles
somehow, these 'were issued to static units,
training establishments and ordnance depots. The
-Committee cbserve that; despitc reservations on
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the part of the representatives of Western and
Northern Commands about the utility of the 10-
tonne vehicles, it was decidec to convert 3-tonne
independent transport platoons into 10 tonne
platoons. An additional expenditure of Rs.
8.14 lakhs was sanctioned on fabricating cabsgnd
bodies over 44 out of 117 surplus chassis. An
expenditure to the tune of Rs. 1.92 lakhs was
incurred on their transportation.

Of the balance 73 chassis. 23  were 1ssued to

 ordnance units for GS Role after fabrication of

cabs and bodics thereon at an estimated cost of
Rs. 18.500 per vchicle besides freight chaiges
of Rs. 0.60 lakhs. Modification/conversion of
another 48 chassis into "bulk petroleum lorries
wasdecideduponinFebruary 1982. The Commi-
ttee are surprised to find that relevant drawings
for these lorries have not yet been finalised and
it is still not known as to exactly when the 48
chassis meant to be utilised as bulk petroleum
lorries would be pressed into service.

The Committee view with grave concerin that
an expenditure of Rs. 2.27 crores incurred on 117
chassis procured as early as 1974-75 remained
absolutely unproductive for more than 5 years.

So far as induction of 10-tonne vehicles for
tractor role (towing of trailers) is concerned,
the Committee find that a provisicnreview carried
out in October 1971 rcvealed a deficiency of 462
vehicles. According to the indent placed by
the Director of Ordnance Services in July 1972 on
DG S&D for 400 number of 10-tonne chassis,
these chassis were requircd to be supplied during
1973-74 and 1974-75 at the rate of 200 numbers
per year and were to conformtoa particular spe-
cification. The ~ Committee arc perturbed to
find that the revised specifications could be fina-
lized only in January 1974, i.e. after a delay of
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about 1-1/2 years. It was only'in July 1975 that
the DGS&D could conclude a contract with
Firm ‘A’ for 200 chassis and that too with exist-
ing/specifications. The  Committec are not
convinced with the argument that ‘‘repetitive
amendments to the specification were necessitated
by the changes brought about in the vehicle by
the firm, viz. M/s. Ashok Leyland and the advice
given by the Research and Development Organi-
sation on various issues’. The Committee ' view
with concern that the delay resulted inan infruc-

* tuous expenditure of Rs. 235.32 lakhs in the pro-

1.108 Defence

curement of these 200 vehicles in so far as the

chassis with/existing specifications were procured

atthe rate of Rs. 2.45 lakhs (for 102 chassis) and
Rs. 2.79 lakhs (for 98 chassis) per chassis against
the rate of Rs. 1.44 lakhs prevailing at the time
of placing an indent in July 1972. Had the auth-
orities been vigilant enough, this expenditure
could be avoided.

The same lackadaisical approach is evident
from the manner in which the work of fabrication
of cabs and bodies over the 200 chassis was pro-
ceeded with. Whereas fabrication of cabs and
bodies on 100 chassis was entrusted to a public
sector undertaking which completed {it in May
1977, firm ‘E’ (M/s Jullundur Body Builders,
Delhi) to which fabrication { work for another 100
chassis was awarded in December 1975 miscrably
failed to execute the order as per schedule. The
firm could hardly complete 15 out of 30 chassis
fed to it within the extended date of delivery,
viz. November 1977 and the order had to be
short-closed at 15 nos. in ¢ January 1978 and the
rest 15 were again ordered to the same firm in
September 1978. The Department’s. contention
that “‘the firm being new in development of stores,
they had to face technical problem’’ does notseem
to be plausible that the selection of the firm was

e —
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itself wrong. The Committee desire that the
matter may also be gone into by the team of offi-
cers as recommended earlier and on the basis of
its finding steps should be taken with a view to
obviating such Japses in the selection of firms in
future.

The Committee further find that the work for
‘fabrication of bodies on the balance 70 chassis
was entrusted to firm ‘F’ (M/s. Pearey Lal &
Sons, New Delhi) as late as May 1978 and was
completed in April 1980. Thus, the expenditure
on these 70 chassis remained unproductive for
nearly two years.

As for the requirement of balance gquantity
of 262 chassis, the | Committee find that the order
was cancelled in August 1979 keeping in view the
observations made by the Engineer-in-Chief
(July 1979) to the effect that the vehicle wus not
suitable for tractor role due to its poor cross
country performance in the desert and riverine/
canal-bascd terrain and should not be vsed in
"this role. . .

{The Committee thus observe that 310—10 tonne
vehicles ' of which 183 were procured for
"General service role and 127 for tractor role at
a cost of Rs. 700 lakhs have become surplus to
requirements and are being used for purposes
other than for which they were procured just to
utilise them somehow, In addition, expenditure
to the tune of Rs. 2.52 lakhs incuried on freight
charges for backloading 67 chassis has become
infructuous. The Committee are, therefore,
led to the conclusion that the decision to go in
for large scale acquisition of 10-tonne vehicles
in the face of adverse reports from the field as to
their utility in an operational environment, was
totally ill-conceived. It is highly regrettuble that
such carclessness should be shown in planning
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the replacement of equipment for Defence Forces
when Parliament is quite generous in granting
funds for Defence expenditure. The Committee
trust that this case would act as an eye - opener and
that proper lessons would be drawn at the Minis-
terial level fromthisexperiencesothatthe nation’s
_precious resources are not frittcred away on such
schemet in the guise of meeting urgent/operational
requirements of the armed forces.
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