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iNt RODUCt ION 

i, the Chairman of the Public Accounts Committee do present on their 
behalf this Fifty-First Report of the Committee on para 32 of the Report 
of Comptroller and Auditor qeneral of India for the year 1983-84, Union 
Government (Defence Services) reiatiog to Review of the working of the 
Controllerate of Procurement. 

2. The Report of the Comptroller and Auditor 'General of India for 
the year 1983-84, Union Government (Defence Services) was laid on the 
Table of the House on 14 May, 1985. 

3. The Controllerate of Procurement (CPRO) was established in 1971 
to improve the material management in the Navy. The twin objectives to 
be achieved by the Organisation were "Prompt supply of required material 
at minimum cost with fewer occasions for rush purchases and reduced 
investment in the quick turnover of stocks." However, the Committee 
have found that both the objectives are yet to be achieved and ·that all is 
not well with the functioning o.f the CPRO. 

4. An Expert Team from the Defence Institute of Work Study, 
Mussorie set up .in 1980 had inter-a/ia recommended enhancement of 
financial limit for placing purchase Orders on the basis of limited tender 
enquiry, setting up of a full fledged Finance Section headed by a Financial 
Controller and formation of a Market Survey Team by a Market Survey 
Officer. Despite acceptance of these recommendations by Naval Standing 
Establishment Committee, no concrete action appears to have been taken. 
in the matter. The Committee have desired that action on these recom
mendations should be finalised early. 

' ' 

5. The Committee have found that the Material Superintendent, in 
his performance appraisal of CPRO dated 28 February, 1985 had brought 
out inter alia, that "(i). the list of registered suppliers and vendors had not 
been scrutinised and updated for long (i) no strict yardsticks were followed 
for registration of suppliers in the past (ii1) no formal orders on procedure 
to be followed for registration of suppliers existed prior to January 1984 
and (iv) there was no manual for the guidance of the Controllerate", It 
is astonishing that even after 13 years of its coming into existence, no 
procedure has been prescribed by CPRO for registration of suppliers and 
venders. The general gqidelines issued in August, 1982 for registration of 
supplies by the Ministry of Defence were not as rigid as those of DGS&D. 
The Committee have desired that procedure in this respect should as far 
.as possible" be identical to that followed by DGS&D. 

( v ) 



( vi 

6. T he Committee have also formed that Material Superintendent, 
Naval Dockyard, Bombay has stated in its performance Appraisal that 
"a more selective vender list had resulted in better response to tender 
enquiries and more competitive purchase. The prices paid for vario'us 
products were much lower than the rate 11t which they were procured in 
the p ast. The Saving to the Government on this account has been stated 
to be about Rs. 2 crores for the year 1984." This statement viewed in the 
context of price escalation year after year indicates that purchases in the 

·previous years were not made at fair prices. The Committee consider that 
purchases made since the form ation of CPRO need to be gone into thoro-

. ughly. 

7. The Committee h ave obse rved that local purchases made by CPRO 
during the last couple of years had been v·ery high as cor\Jpared to Central 
Purchases. In 1980-81 and 8 L-82 local purchases were far in excess ·of the 
items purchased centrally. · Though the value of central purchase viz. Rs. 

· 29 lakhs vis-a-vis local purcha e viz. Rs. 16.83 crores as reported in the 
Audit para for the .years 1980-8 L have been disputed by the Ministry of 
Defence, yet the Committee believe that local purchases have been resor
ted to excessively. T he local purchases have shown persistent rise from 
Rs. 5.24 crores in 1977-78 to Rs. 15.33 crores in 1980-81 - During 1981-82 
when it started decliniug it amounted to Rs. 12.58 cro res. The Corpmittee 
ha.ve recommended that .all out effo rts should be made to improve the 
material management so as to reduce the quantum and need for local 

. purchase to the barest minimum. 

8. The Committee have noted that with the growth of Indian Navy, 
work of inventory co.ntrol and management has increased many fold with 
CPRO handling inventories of various· typvs that touch about half a 
million items. The very range of the items created enormous difficulties in 
identification and inspection and a lot of paper work. Wide fluctuations 
in usage rates and difficulties in demand forcasting coupled with untrained 
personnel handling procurement function besides out-moded procurement 
procedures had adversely affected the material management and inventory 

. control in the Controllerate of Procurement. Avoidance of (i) large .inven
tory (ii) higher inventory carrying costs (iii) Obsolescence and nv) frequent 
deviation from the prescribed procedures for purchase of stores, is a must 
for efficient store keeping for organisation of the sixe of CPRO. Tb achieve 
these objectives the Committee have recommended the Ministry of Defence 
(o introduce modern office equipment and aids like the latest computer 

· system, besides training the st aff put on procurement of stores in modern 
material . management including computer techniques. The Committee 
trust that with these aids the demand forecast would also · be precise, lead
ing to better inventory control and effective material management. 

9. The Public Accounts Committee (1985-86) examined the Audit 
Paragraph at their sittings held on 17 September, 1985 (FN and AN). 
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10. The Committee considered and fi nali sed this Report at theiF 
. sitting held on 29 May, 1986 based on the evidence already taken and 
written information obtained from the Ministry of Defence. The Minutes 
of the sittings form Part II* of the Report . 

11. For reference facilities and convenience, the observations and 
recommendations of the Committee have bee n p1:inted in thick type in the 
body of the Report a nd have also been reproduced in a consolidated form 
in Appendix V to the Repo rt. . · 

· 12. The Committee place on record their appreciation of the com
mendable work done by the Public Accounts Committee (1985-86) fo 
obtaining information and takin g e vidence fo r the Report. . 

J 3. The Committee would like to ·express t heir t hanks of the officers 
of the Department of D efen ce Produ ction a nd Supplies for the cooperation 
extended by them in giving inform ation to the Committee . 

J 4. The Committee also place on record their appreciation of the 
assistance rendered to them in the matter by the office of the Co.mptroller 
and Auditor General of India . 

NEW D ELHI ; E. A Y Y APU REDDY 
. Chairman, 

June 20, 1986 _____ __;. Publir,: Accounts .Committee 
Jayaistha 30, J908(S) 

*Not printed. One Cyclostylcd copy la id on the T able the H ouse and 5 copies placed 
in :Parliament Li.brary. · 
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R~PORT 

[Para 32 of tbe Report of C&AG of India for the year 1983-84 (Defence 
Services) relating to Review of the Working Controllcrate of Procurement 

OD which this Report is based appears as Appendix IV] 

Introductory 

1.1 The €ontr..oller of Procurement (CPRO) was established in 1971 
as a result of the merger of two procurement organisations-Naval Stores 
Orianisation (for purchase of naval stores) and Spare Parts Distributi<;m 

·, Centre (for purchase of machinery spares) as part of the efforts to im'prove 
the material management procedures in the Navy with the objective of 
procuring stores of the right quality, in the right quantity, at the right 
prices, at right time and from the right sources. The new Materials 
Organisation is headed .by a Materials Superintendent who is assisted by 
four Controllers whose designations, functions and respoosibilittes are 
broadly as under:-

(a) Controller of Warehousing (CWH)-of the rank of Deputy 
Secretary. 

Responsible for receipt', a.ccounting, custody and issue of stores/ 
spares to ships and establishments. 

(b) Controller of Material Planning (CMP)-of t~e rank of Captain, 
Indian Navy. 

Maintains record and reviews stock, screens demands and autho
rises various issues. 

(c) Controller of Procurement (CPR_O)-of the r:ink of Captain, Indian 
Navy. · 

Does direct and local purchase of all Navy/SPDC stores and 
connected work like payment of bills. 

(d) Controller of Technical Services (CTS)-Engineer Officer. 
Performs the functions of the. T~chnical Cell at Gbatkopar, pays 
attention to repairable sto~es and technical examination cf surplus 
and disposal items/stores. He also does limited functions of iD;s

pection. 

Performance Apprais~I 

1.2 According to the 'Report on Material Management and Organisa
tion' Qf the Ad.mi~istrative Staff College of India, Byderabad, the c.o~:i 
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sultants on whose recommendations the CPRO was set up. the benefits to 
ba derived from the Organ~~lfcf'3'Ifre : 

· - P(omnt ·svpoly of x:eJfire.d matefiaJ at ntinimum.}:ost wjfh fewer 
o:.m!lhG) &l8-£8Ql ililiv. o '101 1;1bu1 o vAibJ o iuq:>X :>rO lo s:t &n'"I 

q 1 occasions or...rusn.1.oUt.C ases. . n • 1 ( • ~ 
)119l091U:>01 0 9).Q1!)11011noJ gllln'IO 'ff !HU JO WOl'fO .n O} ~llr:I~ $1 i!nl'fl!)c. 

~I iR@l!:tre¢6. ?th~tmMtlnr-lfMei:iqlu~~.SJu~fi~~ibf lltbcks. 

- All the above fcrn'Ot\-0>rS\lJdrformed at minimum cost. 

I \ Ql ni bor\i.'3dG'lf.fie?.€8di'di1ti; cfesifleCJlti&~lo~f'l~9·~~attdi· hildf been made 
P:not2 tbs"d's~er n'Ifi i .IM\@th~f> tile'sH1ol:fji?etWe'S'1ih~Ob~"%.1%ftlh~e\v. .l fp.J!tii lflftfistry of 
ooi.lod~e£~hce1fnqa~·um~ f1.fi.4iiMil Ui folffl@rcJtnontl.le~sl'alec.¥>:1) llOiJ.&Ztll.&310 ') 
avo1qroi oJ anoTI !> or!J l o 11sq 2n (~!nnqz '(1~1 id· nm 'lo ~and:nuq 101) :i1Jn~ · 
1 ~viJ:>!)i o orl1'r8.i'ino(;l.tbllf <bY}llt.t41~iQ0·1~1qait cMmgmiY~llliAA.i1W1J1 · t;,~nuary 
Jdgii ~dJ 1s , '{ t 1fiillJ1 ptOJr~<>vcrlth~ R~a>il!J;fJ'IS ~gVflrdttPS'tfi'WJ!1~kPM1iMAAfl~equisi-
2ff>h::ii sM w ;; t~JIF mf:!!\!J§'JbYi~Ji>IfW\. ~n 3M~91S i ~g{ t@M~ r!Jll~n:s 1t}l~~::>illl\narked 
'{d b5Jaiaas zi orlli1'l!1!fPJ.~nm1i1~a:Jll'RG~Menfof1!ll'.Hf.PJH:di9 r~c\ru:Ath\~1<!Jne and 
01s &5 t,lilidiao oQi~lii.e f>JllWlt.fif~AAM onwfiSiftfa 1J8ai:w{t[Afd@%trufl.Jif4~j' iuo1 

-: i ;,hnu ?.G '{ lb.so'td 
1.4 If any action had been taken to further steamline the functioning 

yh1qsCbf lhe Gkrgnnw!ttiolP -fdJtef{e>·.A:iv~u~~'l6t 'bf rWia~o~e~tives. The 
Ministry of Defence in a note furnished to the Col.'.dlllf~(4tated: 

\ w 10.la o 3 ua1.1 l.rifbe'{ bWo't'Rin!!ntifluQ:P.R:O,Jvtiais> 'J'l>t ii:1ectl~(s1Ul~ by an expert 
team from the Dtf.ilcmIB®stfiUtt b(f ~orll~ ~.lf({4lssorie in 1980. 

,Di sJq.c::.> lo · ru:l9if1 i'J~~Yt~~ 'ti?id~rfr\MJf~?"i~JJ~t-.11 l~e~~~.,12~~~ aj9pt the c~ns-
traints of t"PR(Y an rurtoer improve tne r'~1o~od'lie orgamsa-. v:rn arub 
tion . Among the major recom rnend~tions ot e team was the 

-o rHJJ .G bns abnlelDbh>noe:Jnimi .~ flOfro.M oiab1Jfaw,etJ; 1 ~1CJm.&iaM various Naval 
Authorities, use of selective C.QO~l .Jiru'i·iWli"b(Aquired urgently, 

. . u.se S'.fmode1:n offi.Ge e~uipment like Plain Paper Copier for redue-
OJubnl ,m ·tqi; uta '¥~'p1JN'"<.~rk\0J\f:>Jf11hl'b~f~~~~1nlf ~cmoJ.&e q,~s tal Frank

ing Machine and use of window-type of eM8fflpes etc. Except 
.. 

0
,. ? .. . 

1 1 " a f:PJ;\ th~" ~e .of soeci al Stationarv and e1Jbanc~ent of financh1l 
u ., ,,.,, i ..J i G '.'{V 6 >- 1 {; 10 !fG J.; fl'.)1tJQ . Ji.;001 1m c:: ~00111> .200 

po'vvers, a rec
1
001JUena<ft10ns !"\ave oeen imp emented . These 

h21 rd lo. iw>rn vnn ~nlil 'lf1ow hst:.i:1nno::> .d . two courses ave also oeen pm up a1•ll' an: noer com1 erat10n . 
. ·1niD<Ph:c5 ') u.~.]"}f- ~TCl}tb&ia1ixlhlur1inifo9[li:to -MlolttrotJsu~IJ) However, 

~'(Gq . ·u.;qo'.llisd@elecld~ fGGD.trlobTo~dl.u'lgcnM~i.Mqtti~ i~tii~qeing carried out 
wfq1ui 1 J o ihmitagm:cis r~n i:fasAJ mmv.irrg>Ji>J:ofdsn ill~ei M tWJ~g.jl§~· A copy of the 

- -wi 1o woiJ'.)nuDhiitnnf! il!nbitotm ofHW~ l<o&~~dtfi!te~~~ijdfM9,DS and progress 
~hereo n is attached (Appendix !). .no i:J::>oq 

In additionnaian qqA ~Rt!ol&~11e bound activity chart to reduce 
. lead time_ of procmement ha.s ,been drawn out and implemented. 

-1ma ·~pO bas tfg-n~MJts t'11s 11 rfiiMan8 i10~Bl1rt3fi~ o6t&rs~itr,o:t-fie Spfpposal for 
-:uoo er!i , b s dingRh~d~erbYt1ir ·n~ i1!~ 1 3b&l!nlfl'!;\~ffHmMi ~till '°tNsiwithas, u 
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f!U~J!ffaqtlyi:.~1 ~~t ~Pi r:~etl1t1'ted" .ktenease 1 1iii!j 1cilil\kenstrengtb ffQDlri vb& 
11oi?tf.J~}}'l,ft.ktPTEJSJ}Jlt1rl3~~~1~ ojjipeJis aflii;vl;>e,1'!l ei-. nit r. rrn<1Ni · ?.i rl 1 '"fl Joo 
1?.!,JU:rl 1uq <!01 J:it!11 ll~w 1<:ttt ~ .w ll,h r. dl :1tp1bn1 n lunv1 ••c '{ 1 t .r: "'IF.SI£ 

More exnausfive instr.i1ct-1ons on. ti111·1chase. nr RcP.rl.ures have .been bnf; P=> I G~:lJJi:i~l/·11 "l o o nH 0' A f(Jl 0 ';'.J{j iir. !JJJ7~, F. D J rr~u'J A(. f;. :Jll ll'.W"fl () :!>rll 

1>o~~~en1Pl?-~ 11~M t . §l1~~1ARi r.~h~,fpr~, oqr ,TV' .MNW:?! Pffli ,JvifiW~s. ? ti 
ese_ are now i~ JP.id1R~ is9\~,P- Rfmce;irmHP.~;i~~i .iR ~ F11~ 1 f£fJlli>8f·'- 1r; rl1 

Standmg Orders-Guidance Maaual." 
' 11.t 1o :wr.o ~· q ni iJ.;rlJ l.J fn 11it11i tJ ~d :> 111 rf :i~1iirnm ') :lrlT 8. l 

I. ~;,J;9.s~J6f~!i 1§yperin·!rn~mtis ·1WJf-9.f!D1~~ nci;;rJll?JPMli~a L gf,fifrJM?tm( n ·1 
dated 17,.~lH1Btt~rMr.r~ :<)~~&?o<Aen~nd)J.l ; JI)w\)asn~,..Q~]gllJ:t RHli1i11Jtfr RMmtJmft 1tHU 

(i) the .V§f 8f f)U)i.~~r.c;.~1sR_,Bplj~fS -ftpQ.,~nd<?-.f.s.,h.~dn1.~otJrPeictn.1 'FJ.U· ifij~s:ft fo~·lb r 
long (iihU9u~~i>t° rY~1i~~iRk:s,i)v.niietfo!Je1\\i..t'l!H ow.ara& 11i~\$1:Tif\'~i-.Pnt ,of J.lHPAi~ O,CJO. l 

in the \11l~1dim~o {_-snma4m;i;Qin-s<.QJ1vp ('1cll'd r~: ~~n~1f~qw1~4£n re;gi ~~A'1 '{d 

tion ofl1tM-4'J>~c;ni~1 §~ism4mP-nie1111tq1Yl:anuar,}1 rr d~M . 1mfd q ) htHfli"'>)'t.:i:; P9'M CJ ~ 
Manua.b!9MfttJ ~Q~A.-<?p_i1JfortLU!. LG~eroHe1;at#l.1 rhe11appilil~&l .OOs1 .PP ·4\~.4; :.i1 9iJ 1 
out th9*r.~Mn cj.etji;i.enp.1'bsf l!t.W•miveril*oc!ss t0l <qhJJbious?au·dUJp.~.cP-"flllht q 1 n:Hn 

suppli~~t<t i~<~J:ftf>Uo.ra~J ~mvi1V.-v.> of Rb~ f!ai<tt w trhe Ci'.lommi1tet;; d~imd b'.)tsli 

to knqiWi 1 tWih.f' !>cPfopb.iil p.r·aae£l.r~es I w·cwel 1m~t .i)¥e6ori l:ie-d> e 11dn~$~0.r11 1 r3i ·}'~.lt~ !>W.dT 
of the creation of the CPRO, The Minrstry>flcif::Defebcei.in1ii .n;,ew.bjlf6bo.r:oo 
stated : 

" "'""\ · 11 ':l(\. · f\ 1·1\1.\ 1\fl , 1.11\ 11 <i .\'fl)-,) y;\ 1 11 ·1'i ' tf <l <\ rn 1\ · 1'\ \11"J\.d 

•·oenetitl ·1oui\Mli.nlts \,we~ I.Issue&) rbr\ regi~s tthtH:ill\ b\f 'supP'ft\li.S1 \>Yr\ .•)1/\ 

Ministry of Defence vi de Min. of Defence (Directorate of Stan
i•i~-?,\rP,;sation) Jetter No . 86561/1/lCoord/Std dated 11 Aug. 1982. 

These guidelines were not as rigid as those of · DGS&D for reasons 
- <~~ine3 in tm!H1etteir·a1icH:1fd l not e~lf'.f8t 1a1:'fieH1 1l!s ist.!Me~ed b~•; J 
-\~Oi3.u:cfft. Fresh g(i!Uiefifi~s {)"Ji the 1ilie!dfP 'Dl3B&'l!) 1~9(rd¥ttwo 
- OO[j.Oiln .~ 1&84. Prioffl0<)~tf2? INHQ had issued general instructions 

on the subject vide NBO lefter No. SE/2039 (SQ) dated 26 Feb -\IJ<Nf?f. -i.51 .Jn'/f ')-n r-') O· (I) "SJ, ,·nc, 11. t , 1. i: f111i <r ! ~ ·.) < J ( d ) 

- \0(0,0~ .i H HJ <It:/., <r) <imbn r: t .1 110 l'> ·J 111 11 1 ;: J&QI'. 

It is submitted that a number of fi'rlns cfa •nu~1;e'tl 1 tlilel '!flmibcts 
directly but thrugh their stockist ·1 ,aJCf1 '"1l istH!Hfttlts~ 1 1 l]ltHtfot!thns 

-' tWlt,ttad·}Jlregistered ~hl:1 .l]2f{j S&<D, AHSP.r I ~I 0 1wer.e b'eifig rtteatted 
as suppliers. The gui delines issued by the Ministry of Defence 
Dt. of Suq vide lettdobfo. J8>jlj6d1M~GJodnd1Std l 1daittidAH11Auglist. I 
1982 stipulating inclusion of approved suppliers based on their 

io'P~Hr. Dll!t@~amu,oa:nd ore®rutfra·ls rw.Ci.te1bein~ Jfdllow'edv ;Jih&;pte
lr.->iiPJU~d~u.teti·oJisuis~d·.t:ro!Jjl time- l!Jootlme werellle~e~ke:d1 i111 ll984 
-,ii f1U..Q1 ~#r~ ueim~bd!Wdl iil!% QP,R~'s1 · staiJJf<ll1gg r onl.ers. f©TI giuii~·:\Jn:oo !for 

officers and staff." ··.·n1t1u'l ic: rn rd i·ro\ > 

l.~~;tfMt'JJ.(~ of<; M;a.tJ:lr#.lJJ 11 Sup~fs ·1 · Nll."\!a.l1 ID.u.akyattl1 BbriWa;; liette~ 1 

dated tA· 'f~~ ~ll~119i~"ll}11~tL t&s1 tha;t > tqeJtr~0~,paid 1 for1 v.air~.oUS>..proaj.!Qt~b.,1.., h 
jn 192~-t:t~Jf.,ffillfrh-, h>.w1u:.,t;b.a.11 :t·bQ,fat~a pl).idlii11 the, pa~ ·,1iTlie c.er&pailiath'.toi ,, 1 
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advantage has been computed at Rs. 2 crores in the year 1984. Pointittg 
Ciut that this i"nformation viewed in the background of price escalation 
year after year. would indicate that all wa:s not well with th• purchases, 
the Committee asked if this issue had been looked into or invcstigate.d and 
if so, with what results. In reply the Ministry of Defence have stated 
that "the matter is being eiamined in details separately.'' 

J .8 The Committee have been informed that in pursuance of the 
recommendation made by the Defence Institute of Work Study Mussorie 
that the financial limit for placing,purchase orders on the basis of limited 
Tender Enquiry should be enhanced from the present Rs- 50,000 to Rs. 
1,00,000, a case for enhancement of Financial Powers has been forwarded 
by CPRO to Naval Headquarter (DLS) vide MS(B) letter No. DYCP/ 
ADM/29 dated 6 July, 1984. Jn this context, the Committee asked about 
the reasons for not implementing the recommendation regarding enhance
ment of financial powers. In reply, the Ministry of Defence in a note have 
stated that the existing financial powers were. delegated in October 1976. 
These powers were enhanced in 1982 and are being exercised. The existing 
1iaancial powers are as detailed below : 

Local Pwchase Power under Govt. of India, Ministry of Defence letter 
No . 13/111/76/Reda!JD(IFA) dated 29 Oct. 1976 and NI. NI. l/S/81 

Existing 

(a) Local Purchase of stores to (I) FOC-in-C West Rs . 50,000/-
meet Operational deman'ds. (2) ASD (B) Rs. 50,000/-

(3) CPRO(B) Rs. 10,000/-

(b) Local Purchase of Stores & (I) FO(:-in-C West. Rs. 40,000/-
Spares to meet Outstanding (2) ASD (B) Rs. 40,000/-
demands from Ships & Esta-
blishments upto the level of 
·six months requirements. (3) CPRO (B) Rs. 8,000/-

l.8A The Ministry of Defence further stated : 

"A case for further enhancement of financial powers and for 
decentralisation of authority is presently under study at Naval 
Headquarters. A consolidated proposal will be put up to the 
Govt. in near future." 

1.8 The Audit para has listed certain instances · of irregularities 
detected in test Audit. For example, 98 .3 per cent and 76.7 per cent of 
.th~ total number of items covered by the orders placed during the years 
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11)80-81 and 1981-~2 respectively were procu red through local pu rchase as 
compared to 1.7 per cent and 23.3 per cent procured through central pur
chase. In this context, the Committee enquired as to what mechanism/ 
intereal controls existed to ensure that the rules/procedures prescribed 
were not deviated ::i nd the corrective and remedial measures taken to avoiEt" 
recurrence of such irregularities. The Ministry of Defence in a n?te have 
stated : 

I 

·" The . personnel being appointed for procurement functions are 
mostly untrained. Regular lectures <?Il purchase · procedures are 
given to the staff to make them aware of the mies and regulations. 
In addition, various provisions of Government regulations arc 
circulated to all officers and if found necessary, amplified in 
Ty/Pmt Orders. Efforts a re in hand to post LLMC trained officers 
wh~ have some material management b~: ckground. In i;ddition, 
all orders of the value above Rs. 4,000 are being ·signed by CPRO 
himself-even though this is creating a lot of work on CPRO. 
Officers are also being guided in day' to day work and explained 
the rules position." 

1.9 Commenting ein the irregularities pointed out by the Audit a 
representative of tbe Ministry of Defence stated in ev,idence as follows:-

1 
"In examining the irregularities brought out by the Audit in the 
Audit para, it should qe apprecia,ted that material management 
in a 'very large organisation has its own inherent difficulties at 
the micro level. These stem mainly from the areas of the inven
tory which in the case of the Navy has now touched half a million 
figure. The very range of the items creates enormous difficulties in 
jdentification, inspection and creates paper work. Wide fluctuations 
in the usage rhtes are noticed. The demand increased during some 
period and then drops to a very low level. This uncertainty about 
the demand as to when it is required an d as to what quantity is 
required makes forecasting difficult." 

1.10 Clarifying the position further, Chief of Logistics, Ministry of 
Defence added in evidence as under : 

" If INS Vikrant is coming for a major repair the quantity of 
material requfred would be much larger than in other years ~hen 
repair of smaller ships are require.d. This bring an element of 
uncertainty . . This uncert.linty about the time when required and 
the quantity required m·akes the fo recasting difficult and inventory 
control expensive. 

Then there are other problems. To forecast future things an t1d hoc 
judgement bas to be used as a guide. Although various techniques 
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- .Base demands of Naval :H'eUd1qil~tte1-'~ 1 (1'fi~al'.1fQ1 ~HdJariyr8ther 
lo ipi4~~fl.A>rR>JAAt~;~()J:ly1 tJipm ') ,1~ rl1rnt 11<1111:.-•>q Jdt ~n11{li 1~n 01. 1 

, . . 1· lmu ~r. 'J.JWJ bl't'J r11 !i:il,IJP ·J:> n ·; bO 
'· I.13. For . pur<;:pase of items required exclusively by the Navy; a 

Centra. ~Mm.~ei CJell W~~.t5reratcdnat1;CPJlO!writh> ~ffett lft~m11fstl:liliie 'IJ9'76. 
All retiuilhtrg?l~~~uii'e'iimnts 11wbre 'Jtor~e ptitieb:a~edll(lefl trally iattdl 1Jl:5'&.U;'Ptlr
cbases lct~ftW~~ ro: o:n i9cfQ11 rli~gehv aiid '~ssetnial 'rl:lquirt:mrel'!Ts. ·1 1Lo'1&l!'J1Ur
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against normal indent or sudden requirements which. -ewlcbt.tWt !be ta~tici-
pated. ~)~l!:f URrl1,t;1P.n.J~~i~ 1f?ft ,1 tp,.~ ·, .J3Hf~hp.s_~~w-/Pc1'11i.r\ -, ~~ v S~f:-9,!>dP?i~Frer • 
revcal~qjj l~~H.A :i!tcJ UJlRJh 1f1V1-t ·~R~rn X 9~.R;M '.! ~P91. l~~ .j~~ t,i;i1e t~~111R~lo~lrit~ms 



8 7 

pu~chased locally (LP) was far in exce~G~ ~\wt>~ i; QHfCJlj,,~~~ centrally (CP) 

as shown befoWe~ ·i o'l "J :>£.<: 81-\\ I 

Year 

1980-&l CP 
LP 

.. 
~umbyrJ .~f 
orders 

" 
££.([ 

" 
ac. .s:1 

. , ... 
i l1~ij ,. 

' 

Items 
covered 

525 
29,720 . 

t • cc). 
1981-82 CP 1,302 5,224 

- ~ 
Percentage to 
totQ~litl'&'ber 
of J 8- 8 ~ l 
-------
Ot~et I Items 

( . --
1.3 l. 7 

9& .?8-£8 ' I 98.3 

13.~8 -~8 l 23 .3 

Total yalue 
of orders 
(Rs. in crores) 

0.29 
16.83 

1.32 
9.02 

10.93 
6.3g 

10.45 
7.89 

9.40 
8.71 

-U5d B 11 0'{ 8 -Lg bl uow c$J5J46rb n nll1+rtP J lq ~HJ~ bl uov_ li7 ~1G 
~dJ .cfouoi brrn 8\· QI rrr o1l n1 a:'lrngfl ~rl .t . .: i J.s dj ,h r; d':> 5g.f~<: 
bn.s t81P82f8ru~Jf .., ill 1 h ~P+.~r1 1 bn 6 ~7~ , ! 1 ~ ·8 3fij ni 511gq 
boh:iq 5dj tinill!l' 81:iw ~3~,46~ l3v 2 ftb~a :'lr!P · fl 81 v.lli;'h~o.s1 
.bmnJ 5di ao Jmmrcooo :;rJJ ?1 ~i!J r .08-Q\Q I brr.s Q -8 \ f ,8i ·\\ I 
DOi!.65ll98~8%~!?qqs rl 2fHi 2jrf j 'II I ol l.S.2:'l.J

0

1 a i.t;:;,up :idt w vr 
-iwiuqrnoo 3rft J,..l!i ubn1Jnr ow ,or I i s ::i '( !Htt ni js rJt esvr. 2"rl1 o1 
J.sdJ nO .ooi1.saia s:!10 G'J :;,ba!i1ni1oqu2 /s hoJ.sM 3rlJ oi . 00i1u 
a·:;iub!'j l984l8$a€!R1 !'jd b[uoda Ji 1nrl t 1351 Jn mrn:iv O o!IJ ,aia.&d 
.<a J.sdJ . q oJ !l.ltits f51 b::irrt.s fq xs o!>:>d r. ,d d:mlv1 nl.crnn 1 3n.t 
Ji :uirno:'ld , I:) A •w o ot J'.) /\ E mu1l « :JdiJ1rno9 rno rn:nuo 1q 

bnn a51Jil i1~ 4 10flfe ~dHinill\iJB?deSJ.Yecirtl:Y ktttiw tD.~r!rteasbiis f0!lr such a large 
qu 5)[y'UmB}rc8~l2&8£i\ ii'8r~lilffig·2a~ 1co np!a~~a { <tten.t;iattijJur~&ses, the Secre
-b~ :iH tfii 6, Minis?& J·M:f'd/B82e ~Sf~{~cf i~Tevi·<lellee =lfsouttltt'P :f.Hivt 
ba1 qrt15 ~·1 :iw 201d 11!HfJ JJ:: dJ norau[,;no::i 3rf J Js h vnrn <:15h iwp 

Joo 51::> VI cb idw, ?, fJ 3f/R:e1<\ :l ul>inlt:J ftn'atDtlhe "goq:si!WJ:rlebubave been men
noiJiaiup31 ocl1 tiofi~tla tl?gdfli i D1!J rm1ei ecHtraI>rlpu.nt,!taoorl~ngrl/:lt:i~Lpurcbase, I am 
80£m 5d J bn r! tffiiia?fl*'1~{1 'n'eijd samer.de.grlcewfo~~tsi'?fu v I .w,9pld like to refer 
::>dJ boiwq .i idJ ;wit>LJg_ 1~ 4\ifdi:tl R~otey. cIIDrbhi9 ~btQ~b'( 11.<JfCiii I would like to 
1rnw aidT .douofolil:D'it ~nalf :>\:ifei f)o fdl.!>nq i:h11atberl J d_iiii}eJ'$.nk~!i'.?~ what has been 
qu Jlilld Ji , 18~are'd . 1 1S<ff', ~eu;g l.i0ull1C1 v.<!Xbser11~'stlla r~ ~!; iN~il:f 1980-81, it bas 
'(1£uus t ni 8atHl~n't ffm.lht"4 ittlithe w}ast ~~Jl, -~ ttfn,~59fr.a l purchase was 
Jfl''l 3rfj ni Jn rl i 1~s1fl2'°.iiaklhfs> lliD'd the lo'ca ptirg:p<\§~sYfflSoqf t~~r~er of Rs. 16.83 
ni b::>1 jnqmi ~liorc!s:m'Fliisi gi<Vtsitlie feeliin:g ~Uat J l hi<rs ~~s 1 ~1ratio of almost 
nwob ' ro .so jj bqwfhlr4B'dte ibe~Wleell'tt4tnCenit!ra~Ltl'&lJJls~.iftPfl M\<J local purchase. 
~ch '{d W no2s:;y wiju}tfiVsubmtt ,ttRat ntlhiS> P:n&.itri.Q,n j ~la~l/J!:\~lf B~WP found to be 

correct on q vel'~ncrati.oii •; i 2rc::gs.AA:r t~o dPMl::i-RJJjifhase for w~ich 
figures have been given , th~ J ren

1
d wo

1
ulcj

1 
sy~ow that the local 

• • IJ!l.11; a 15[L d" IJ !Ira .] r r • 
1.. . :1, l · r;nuphase ,wen..t . UP. du rm~ certa~ peno ana ttol'l1 a certa10 

, » 1ri·1tl) me , 2 t'i' ,T£ \';.,: .z.;.1 .. ·u ,!!?. llJ u I 1 J rr5 c{ , 1 ~ 11>jfl fJ/jJ'" f. I I 
:J:lt noiJ.cwbfaaoB~ r..a.Pl11 HHr~~At~i.l ~ a J!JlJ .?J:n io:i j~n 8~fes ,or oca 1,>ur · 
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chases arc as follows : . 
1977-?E 5.24 crores 

1978-79 6.17 " 
1979-80 7.91 ,, 

1980-81 15.33 ,, 

1981-82 12.~8 ,, 

' 1982-83 8-26 
" 

1983-84 8.15 
" 

19&4-85 6.65 " 
Sir, if }'.OU kindly plot this on a chart you would give you a bell
shape chart, that is, the figures rise froin 1977-78 and touch the 
peak in the year 1980-81 aad then start falling from 1981-82 and 
factually reach the same Jevel as t hey were during the period 
1977-78, · 1978-79 and 1979-80. T his is the comment on the trend. 
Now the question ari ses as to how this has happened. The reason 
for this was that in the year 1976, we introduced the ·computeri
sation in the Material Superintendent's organisation. On that 
basis, the Government feel tha~ it should be possible to reduce 
the formula which has been explained relating to PQ. that is, 
'Procurement Quantities' from 3 ·ACL-to one ACL because it 
was felt that with computerisation and other facil~ties and 
streamlining of procedures, it should be possible to make up 
with only one ACL. This thing continued. and the Naval Head
quarters arrived at the conclusion tha t their bins were emptied 
with the purchased _orders placed on the DGS&D which were not f..:.. 

coming throu gh, that the number of denials of the requisition 
was very large and consequently a modification had to be made 
in the year 1981 taking it back to 3 A CL. During this period the 
pressure on the local purchase increased very much. This was 
precisely the reason · why during the year 1980-81, it built up 
gradually and it came down also gradually because in January 
1981 , we made it 3 ACL, but we did 'not find that in the year 
1981-82. So, it takes a little time for it to make its impact feel in 
the year 1982-83, the impact was indeed felt and it came down 
and finally it settled down. So, this was the reason why the 
figure of local purchase had to move up." · 

1.15 He further stated : 

"The figure of Central purchase i.e ., Rs . 29 lakhs, I am afraid, 
is not correct,; because this bas not taken into consideration th~ 
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central purchases made by the Indian Navy by a variety of other 
sources. It completely ignores the Central purchases made 
through the DGS&D, CPRO of 56 items, tbe purchases made 
from the ordnance factories, the purchases made from the Indian 
Supply Missions b.ased in London and Washington. 

There are 17,194 vouchers mentioned in the Audit para as local 
purchase I got a quick survey made of 2,621 local purchase orders 
on a random basis. On this basis, it was found that of these 2621 , 
1235 orders amounting to Rs. · 1.36 crores were debita ble to Central 
purchase and the rest to lo -::: al purchase. In short, this quick 
sample study showed that the ratio betwee n th e LP and CP was 
approximately of the order of 1:1 :-

Tt is possible that in the initial stages, we were not careful in 
checking our figures . It is remiss on our part not to check up 
these carefully and it is only now that we have got this quick 
sample study done. These .figures also do not take into account 
the exclusive purchase of 56 items amounting to Rs- 3.15 crores, 
for which indents were placed by the Naval Headqu

0
ar.ters. Then, 

unfortunately, we .had one form with the heading 'central 
purchase' and this was being used both for central as well as 
direct purchases. There was a tendency for these two things to 
get mixed up. Realising tbat, we have amended the situation 
and we have now two separate form s". 

Invitation to tender 

1.16. According to prescribed procedu re invitation to tender in the 
case of local purchases under the limited tender system is re.quired to be 
issued to a minimum of 7 firms for purchases of va lue u pto R s. 20,00~ a.nd 
15 firms for purchases of value exceeding Rs. 20,000 and upto Rs. 50,000. 
Non-observance of these instructions wa noticed in 32 cases- of tender 
enquiries (for purchases exceeding Rs. 20,000) issued during 1978-79 to 
1982-83. The Committee desired to know the reasons for non-observan ce 
of instructions in respect of these cases mentioned in Audit pa1 a. The 
Ministry of Defence in a note explained the position as below : 

" Sri. 5-6-7. Though 15 firms were regi stered for the supply of the 
items ; not all the firms were considered reliable. The Vendor 
rating and analysis was being carried out with a view t0 de-register 
firms and hence Tender Enquiry to unreliable firms was not sent 
Among the firms that were registered for these items, four have 
already been de-registered for unsati~factory performance and 
some are still under consideration for de-registr at ion. 
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Nevertheless against the requirement of 15 firms Tender Enquiry 

was floated to 7,7 and IO firms respectively and the purchase was 
sufficiently competittve. 

Sri. 8-9-10 . The situation as mentioned above also existed for 
this item and tender enquiry was limited to reputed manu- . 
facturers . Nevertheless TE was sent to 9,7,7 firms respectively 
against the requirement of 15; the purchase was however suffi

ciently competitive. 

SI. 11. The item is of a specialized manufacture nature re<:tuiring 
high ·precision . Only 8 firms were registered for this item and 
hence enquiry was sent to those registered only. The purchase 
was thus competitive. 

Sri. 12 & 13. It is stated that only six firms for the item were 
reeistered for supply of this item. In view of the foct that the 
enquiry was sent to six firms shows that the purchase was com
petitive. 

J 

Srl. 14. Though fifteen firms for the product were registered all 
the vendors registered were not considered reliable and hence 
tender enquiry was sent to the reliable suppliers only. Notwith
standing the above, the enquiry was still ·floated to 12 and the 
purchase was competitive. · 

Sri. 15. Though fifteen firms for the product were registered all 
the vendors registered were not considered reliable and hence 
tender enquiry was sent to the r.eliable suppliers only . Never
theless TE was issued to IO firms and the purchase is considered 
competifr•e. 

Sri. 16 & 17. Both these items are .of foreign origin and the same 
were being procured through firms hol din g licence to impor t ship. 
stores in bond . For item No. 16 only 8 ~ uch firms were registered 
and fo r Sri 17 only 10 were registered . In both cases the purchase 
was competitiv e as TE was sent to 8' & 10 firms respectively. 

Sri. 18 . The item is of imp_orted nature and only six ship chandlers 
were dea ling with the item at that time. Enquiries were thus sent 
to six firms. Nevertheless the purchase was competitive. 

Sri. 19. Though 15 firms were registered · for this item TE was 
limited to the reliable suppliers only that 11umbered only 10. 1t 
ma be u1eotionecl th at as Ve:ocl r rating bad no t been carded 
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ti 
.out, a rt umber of poor suppiiets contihued to remain in the vendor 
list. The floating of TE to IO firms still made the purchase com
petitive. 

Sri. 21. Same as above. In this case TE was floated to 13 firms. 
The purchase was nevertheless competitive. 

Srl 22-23. Though 15 firms were registered for these item, only 
10 firms among them were considered cap::: blc to supply the item; 
hence the TE was limited to that number. The purchase was 
nevertheless competitive even though TE was sent to 10 firms. 

PAINT RFU NAMEL 

Sri 24-30. Marine paints are specialised paints requmng high 
technology and know· how. There are only si x firms who are 
l:apable of manufac.turing this iforn as per the laid down stringeut 
specifications and hence the tender enquiry to the limited number 
of firms were appropriate. 

Sri. 32-37. PAl t>IT NON SLIP OLIVE GREEN This is also a 
marine paint and only five firms are considered capable to manu
facture this item. The TE to limited number of firms was there
fore in order. 

It may be mentioned that a number of firm s with poor Vendor 
rating have been de-registered. The process of evaluation of Ven
dor performance is a continuing process and more firms are likely 
to be deregistered." 

1.18 The Committee have been informed that Tender enquiries are 
issued to the requisite number of firms as stipulated in Government letter 
No. SE/2038/N HQ/639/ D (N-1) dated 25.2.1981. However, in 'iases where 
suppliers i:egisterec are large, Tender enquiries are issued in rotation. 

Splitting up of requirements 

1.19 According to Audit, in respect of the following items for which 
there were regular and recurring requirements and in considerable 
quantities, it was found that such requirements, were split so as to bring 
them within the delegated financial powers of the Admiral Superintendent 
(ASD)/CPRO. As a result, these purchases escaped the scrutiny of the 
Tender Purchase Committee (TPC) which had to examine purchases 
exceeding Rs. 50,000. 
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SJ. Item 1980·81 1981-82 1982-83 

No. Number of Value Number of Value Number Value 
orders (Rs. in of (Rs. in of (Rs. in 

lakhs) orders lakhs) orders lakhs) 

1. Soap laundry 29 8.41 6 3.02 2 0.94 

2. Soap soft Grade II 14 5.53 3 l.04 

3. Cuprous oxide 33 12.88 6.42 

4. Rope Polypr py-
line parapro (of 
different types) 78 25.46 62 25.79 17 6.26 

5. Paint Admar 
Chocolate 14 4.32 9 4.52 

I.20 The Committee desired to know as to why no action was taken 
to place orders fo r Central purchase for . procurement of these items which 
are required for continuous and regular use by the Navy. The Ministry 
have stated in reply that indents for Central Purchase of items were raised 
and the pending indents during the period were as follows: 

(i) Sri. No. Soap Laundry 

(aa) LS/LG/0474/SD/ 7811863 dt . 18. 10.78 
(ab) LS/LG/0474/SD/79/2323.dt . I 5.10. 79 
(ac) LS/LG/0474/SD/79/2265 dt. 14.9.79 
(ad) LS/ LG/0474/SD/80/2949 dt 23.1.81 
(ae) LS/LG/0474/SD/80/1101 dt. 12.9.83 

(ii ~ Sri. 2 Soap Soft 

(aa) LS/GS/ EX/2108 dt. 28.3 .79 
(ab) LS/ LG/SD/2693 dt. 14.7.80 
(ac) LS/LG/SD/3056 dt . 28 .5.81 
(ad) LS/LG/SD/ 1030 dt. 20.7.83 

(iii) Srl. 3 Cuprous Oxide 

(aa) LS/LG/6840/ EX/90/2998 dt. 28. l 1.80 
(ab) LS/LG/6840/SD/82/3840 dt . 15.1.82 
(ac) LS/LG/68/40/GEN / 1/83 dt. 8.7.83 
(ad) LS/ LG/6840/EX/83/A/ 1006 dt. 11.5.83 
(ae) LS/LG/6840/EX/83/1133 dt. 12.9.83 
(a f) LS/LG/6840/EX/84/1578 dt. 20.10.84 
(:ig) LS/LG/0473/EX/78/1859 dt. 29 .9.78 

(ou tstauding todate 7475 Kg.) 
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·(iv) Sri. 5. Aclmllr Chocolate 

(aa) -LS/LG/EX/79/2295 dl. 8.2.80 
(ab) LS/LG/EX/81/3188 dt. 11.6.81 
(ac) LSILG/EX/83/ 1015 dt. '.:8 .6.84 
(ad) LS/ LG/EX/ 83/ l 24 l d t. Dec. 83 

(v) Sri. 4. Rope Polypropylene 

This item was introduced into the service and procured only 
from 1980 onwards and allocation of · Pattern Number promulga
tion of specification and inclu ~ion of item in the inventory took 
some time. As the rope was simultaneously being evaluated, no 
Central purchase indents were raised till Dec. 83. The items have 
now been standardised and introduced in the inventory in the 
regular manner with Defence Stores Catelogue Nos. allotted by 
Ministry of Defence. NHQ Indent LS/LG/0350/EX/83/1206 dated 
29. Dec. 83 for a variety of rope is relevant.'' 

f.21 Jn reply to a question, the Ministry have stated that the pres
cribed provision procedure for procurement of these items is periodical. 

J.22 Asked if the prescribed procedure had been followed in the 
procure-ment of these cases and if so, why could not the requirement be 
reflected in the annual review documents to avoid so many local purchase 
orde!s varying from 14 to 78 during 1980-81 alone in reply the Ministry of 
Defence have stated. 

"Yes. Procurement Quantity (PQ) has been calcuclated as 
follows:-

PQ-(Dues out+ 3 Acl)-(Dues in + Stock) In certain periodical 
Reviews the items did .not come up for Central Purchase as suffi
cient Dues in existed in the form of OP indents which bas not 
materialised as scheduled and were awaited at the time of 
reviews." 

1.23 Clarifying the position further, the Additional Secretary, Mini
stry of Defence in evidence stated as follows :-

"The Audit Para · would indicate that there were three main 
items in all for which the splitting was resorted to. In 1980-8 l 
and 1981-82, there wa_s a decline. A submission has been made 

on behalf of the Navy about the type of equipments purchased, 
and where local purchase was resorted to. Till a'bout 1982, the 
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delegation of powers did not envisage local purchase beyond Rs. 
50,000/-. As a result, whenever an occasion arose, when a ship 
or an establishment wanted something urgently, the alternatives 
available were two. First, to project it to the Central Purchase 
Organisation. Our experience with OGS & D is that acceptance 
of the tender takes 12 to 18 months, and for the supply of materials 
another 12 to 15 months. The Second way to fulfil the need of 
the ships which have to go out to the sea is to resort to local pur
chase. This aspect was discussed locally with the Audit Officer 
in March 1981, and a working arrangement was arrived at, viz. 
whatever requisition was received on one day would be treated as 
a separate item and on that basis, purchases would· be made ... 
This was prior to the enhancement of powers in 1981-82. It was 
felt by the organisation, to meet its requirement of that, there was 
need for higher powers. .Before this could materiali~e, the interim 
arrangement was made. I would like to refer to the position ob
taining till J 976. The decline in the stock held took place follow-
ing the changes introduced in 1976." · 

1.24 The Committee enquired if any attempt was made to find out 
what was the difference in the prices of the items purchased and whether 
there was any malafide in local purchase. The representative of the 
Ministry replied : 

"So far as item 2 (soap soft grade II) is concerned, the require 
ment is that these are to be issued to workers in dockyards in 
Bombay and Vizag. We have got an analysis done. DGS&D 
took almost 12 to l& months. lo the meantime every month this 
requirement arose. So tliere was a ·need for purchase when there 
were no stocks. l will submit the table about the rates paid for 
the local purchases. I can give instances where the local pur
chase rate was less than the DGS&D rate. 

Item l is purchased from Tatas. We purchased it for Rs. 2.74 
compared to DGS & D rate of Rs. 3.30". 

1.25 To this, the Secretary, Ministry of Defence added : 
" We are not defending this . With rare exceptions, local pur~ 

chases have been made at lessor prices. In regard to this item, 
the indeat was placed in 1979. DGS&D covered in May 1984, 
at Rs. 3.05. We purchased it at Rs. 2.74. On pay day we have 
to give the soap cake. lf we do not do it , we were not doing our 
duty. " 

1.26 It is seen from the statement furnished to the Committee that 
in the following cases, items were procured at the rates higher than those 
contracted by the DGS&D . 



Sl. Indent No. & Date 

No. 

2 

LS/LG/0474/SD/80/2693 
d t. 14.7 .80 

LS/ LG/6840/EX/80/2998 
dt. 28.11.80 

,, 

SOAP SOFr PATT 9150-000143 

(0474/5526) 

A/T No. & Oat.! · Qty. Rate 

" 4 5 ;) 

DY CP /EX/0208/ 112 35000 Kg. Rs. 3.37 
dt. 12.12 81 per Kg. 

CD·3/JfJ6/063/ l ,30,000- Kgs. -
25.7.80/53/PAOD/ 
333 dt. 16.10.80 

Date of 
Receipt 

6 

10880 dt. 5.3.82 
24123 dt. 10-5.82 

17500 dt. 13 . 11.81 
17122 dt. 7.12.81 
10600 dt. 24.12.81 
10800 dt. 18.1 -82 
10500 dt - 17.2-82 
21305 dt. 24.2.82 
35000 dt. 9.2.82 

7500 dt. 14.4.82 

CUPROUS OXIDE PATT 6840-000031 

DYCP/EX/0389/2 5000 Kg. 52-00 2000 dt. 12.8.81 
dt. 7.~.81 1500 dt. 29.9.81 

1500 dt. 9.10.81 

LP Rate 

7 

4.35 A 2241 
dt. 10-2.81 

.... 
\A 

3.80 A 1469 
dt. 5.11.80 

58.00 August 80 



2 3 4 5 6 7 
---- - - -

LS/LG/ 6840/SD /82/3840 CD-1 / 106/076/ 8600 Kg. 56-50 2500 dt. 16. p .83 66.70 H-4556 
dt. 15.1 .83 27 .1.83/51 /CQA D I per. Kg. 3050 dt. 2.3.84 dt.-23 .12.80 

908 dt. 19.10.83 
I 

3050 dt . 9.3.84 

LS/ LG /6840/GEN/ 1/83 Sanction cancelled and revised issued 

dt . 8.7.83 vi de LS/LG/6840/GEN IG , J/83 dt 65.00 4500 dt. 1 10.81 68.50 H·-4030 
30.7.83 @ Rs . 72 .80 per kg. per Kg . 2 500 dt. S.9.83 dt. 25.11.80 

PAINT ANTI-CORROSION CHOCOLATE 

LS/LG/6840/EX/83 DYCP/EX/0563/83/G /35 700 kg . 65.00 100 dt . 21. ro s3 68.50 H-4030 

A1006 dt. lJ.5 .83 dt- 19.S.83 per kg. dt. 25.11 .80 .... 
0\ 

LS/LG/0441/EX/81 /3188 DYCP/EX/0028/84/250 52000 43.00 8380 dt. 29.7.83 46.00 A 1385 

<lt. 1J.6.8 l dt. 13.7.82 Ltr. per Ltr. 10360 dt. 29 .9.83 dt. 7.12.80 
6500 dt. 25 .11.83 

5720 dt . 4.1.84 
Supply completed 

... 
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1.27 When the Committee pointed out that all the five items mention
ed iu the Audit Para had now been categorised under 56 items of 
direct purchase for 1\Ja vy , the Ad cl itional Seer eta ry, Min is try of Defence 
~tated : 

"Even if they are among these 56 items, the point of Audit re
mains, viz. when they are centrally purchased, these should not 
be locally purchased," 

1.28 lo reply to a question, about the average lead time for local pur
chase, the Ministry of Defence have informed the Committee that the 
average lead time against local purchases by CPRO Bombay is now three 

r months time which has been worked out on the basis of the following: 

(a) Time of receipt of requisition: entering in relevant records: exami
nation of requisition and specification of the item and selection of 
vendors for :floating tender Enquiry and preparation of TE letter 

to 7-1 S firms. -one week 

(b) Time for tender enquiry to reach the supplier by post; and for 
him to study the prevalent prices and availability of material and 
then to quote and allow time for postal delays. 

-four weeks 

(c) Preparation of Comp -1rative Statement of Tenders, giving details of 
rates, various taxes and study of various terms of offer like par 
meat terms , delivery schedule etc. -one week 

(d) Study of each individual offer/quotation by relevant purchase 

officer of lhe following : 

(i) Item offered and its suitability 

(ii) Terms and conuitions of offer 

(iii) Price/Rate and taxes 

(iv) Comparison to past purchase data 

(v) Checking to record of suppliers on whom the order is 

proposed 

(vi) Placement of the order -one week 

(e) Time allowed for the firm to offer the items for inspection-this 
depends on the delivery scheduled quoted by the firm and varies 
from 2 to 8 weeks for commercial item and 2 to 12 weeks for 

manufacturing nature item besides urgency of requirement by 
the navy i.e. either for operational requirement to maintain 
minimum inventory level insurance stock or for a ship under 
refit , -eight weeks 
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(f) Time for inspection of stores at tbe firms premises and issue of 
inspection note. -two weeks 

(g) Time for firm to supply the material to warehousing after inspec-
tion . -one week 

(h) Time for muster of stores and taking on charge by CW H (B) 
and issue of supply note. -one week 

It may be mentioned that 20 weeks in the normal lead time but it 
fluctuates depending on the nature of the item. For items available off 
the shelf, the firms offer very short delivery time·. In other cases, if the 
item is a machinery spare which is specially to be manufactured as per 
Naval Drawings, the delivery time given by firm is longer. 

In case of o·peratio·nally required items, lead time is compressed by 
resorting to p·urch ase through Fast Transaction Team. 

Taking the above factors into consideration the average lead t ime 
comes to 3-4 months." 

1.29 As desired by the Committee, the Ministry of Defence furnished· 
the following detail regarding the number of purchase orders placed by 

CPRO during 1982-83 and 1983-84 for local and central purcl'ase under the 
different monetary I imi ts : 

---- · 
Local Pur chase Order Velue Central 

Range in Rs. Purchase 

1982-83 1983-84 1982-83 1983-84 
LPOS LPOS ORDER ORDER 
Placed Placed Placed Placed 

588 448 UPTO 500 515 615 

162 753 501 to 2000 917 8791 

339 305 2001 to 3000 237 246 

743 471 3001 to 8000 777 656 

~82 152 8001 to 10,000 144 134 

959 856 10001 to 40,000 885 727 

508 516 40,001 to 50,000 325 197 

50, 00 l to 1,00,000 74 96 

1,00,001 to 5,00,000 121 139 

5 lakhs and above 2 4 
~ . . , . , . .,_ 
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i.30 Asked if th e Ministry o f Defence and the Integrated Finance 
were satisfied with these types of splitting up of requirement/purchase 
resorted to by the CPR.O, the Ministry in a note have replied : 

"No comments on this aspect at this juncture can be offered. A 
Board of Enquiry has already been convened to enquire into these 
cases." 

Extra expenditure on local purchase of soda ash 

1.31 Soda asb technical grade is consumed by the Navy in considera
ble quantities. This item is available on Director General, Supplies and 
Disposals (DGS&D) rate/running contracts. The Annual consumption 
of Soda Ash by .Navy for 1979-80 to 1984-85 is as detailed below: 

Period Ac! Sto ck as '1 11 

1979-80 85,195 kgs 01 Apr.ii 79 14,220 kgs 

1980-81 1,64,926 kgs 01 April 80 1,474 kgs 

1981-82 39.169 kgs 01 April 81 59,228 kgs 

1982-83 84,619 kgs 01 April 82 90,934 kgs 

1983-84 40,069 kgs 01 April 83 19,515 kgs 

1984-85 78,057 kgs 01 April 83 3,446 kgs 
01 April 85 11 ,014 kgs 

1.32 Audit para points out that under the standing ins truction of 
Government, when items conforming to the prescribed specification are 
available on the DGS&D rate/running contracts, there should be procured 
only from the firms enlisted in the DGS&D rate/ running contracts. 

1.33 Although soda ash technical grade was availabe on the DGS&D 
rate contracts. yet the CPRO resorted to local purchase from private firms 
at rates (varying between R r; . 2.80 and Rs. 4.40 per kg.) much higher than 
the DGS&D rates vary 1ng between Rs. 1.05 and Rs. 2.11 per kg. and 
procured 248 tonnes costing Rs. 7.78 Iakhs between November, I 978 and 
October 1983 resulting in extra expenditure of Rs. 3.09 lakhs. 

J .34 T i1e Committee enquired if the la pse had been investigated and if 
so, with wh .it results . The Mini stry of Defence in a note stated as 
follows : 

"The matter has been investigated and a copy of the investigation 
report is enclosed (Appendix HI). lt may be observed that as 
per the DGS&D List of stores on Rate/Running contracts of 30 
June 1980, no rate contract of Soda Ash existed against which 
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tPO at SJ. 12-20 during the period could be placed. Hence the 
purchase was made from the open market after competitive 
bidding. Also no ra te contract for the item existed during )983 
as per DGS&D list and hence the i tern had to be procured from 
the open market against LTE. 

In regard to the period 1978-80, no copies of the DGS&D 
rate contract were held in the files and the orders outside the rate 
contract had been placed in ignorance both of the existence of 
the rate contract and the chemical name of the product." 

1.35 Jn view of the position stated above the Committee asked if 
there was not a failure on the part of purchase officers to exercise suffi
cient care and vigilance. The Ministry stated: 

"The item covered under the rate contract wns "Soda Ash Te
chnical light grade in 75 kg. gunny bags", wbeares the item speci
fication of that required read "Soda Ash (Sodium Carbonate 
;\nhydrous) heavy type in containers for home trade". As such 
the specification of the requirement differed from what was on 
rate contract and hence the same was purchased from the open 
market after competitive bidding." 

The Ministry further stated : 

" ...... there are problems faced on eduating the specification 
given in Royal Navy BRs with commercially available item. 
With experience gained they are equated." 

1.36 The Secretary, Ministry of Defence during evidence stated : 

"To put a charitable interpretation of this I submit that at some 
stage at lower level there was some sort of confusion. For the 
period DGS&D rate contract was available, it should have been 
purchased through DGS&D." 

1.37 Asked as to what action bad been taken against the officials 
responsible for this loss, the Ministry have stated ·= 

'"The error ha5 occurreJ due to the ignorance of the officer in re
gard to the Chemical name of the product and non-availab!lity 
of the Rate Contract. The officer was al so warned to be more 
carcfJJI in the future ." 

1.38 Asked further as to wbat remedial /corrective measures have 
been taken by the Department to avo;d such cases in future , in reply 
the Ministry have stated : 



" DGS&D has been reques ted to forw ard copies of rat e contract 
as and when concluded by them. The Liaison Officer (Navy) 
w ith DGS&D has also been directed to ensure despatch of the 
Rate Contract. Further, purchase officers, while putting pro
posals for placement of orders, are to check if the item is covered 
under Ra te Contract and if not the same is to be so certified''. 

1.39 Asked if there was no su itable macbinery with the CPRO to 
ensure that copies of all rate/ running contracts were invariably received 
by it an d orde rs were pl aced under the rate / running contracts. The 
Ministry have replied as under : 

"Rate contracts are concluded by DGS&D progressively but the 
same are not generally forw arded to CPR0 as a matter of routine . 
The existence of a Rate Contract is o nly known to CPRO if and 
wh en the fi rm fo rwards a copy of the RC or the six monthly list 
of DGS&D is received . To overcome this, DGS&D has recently 
been requested to forw ard copy of the RC as a matter of 
routine." 

Irregular procurement of a non-patternised item 

1.40 The Audit Para states that in response to a telephonic enquiry 
on 15th June, 1979, the CPRO obtained quotations on a single tender 
basis from firm 'A' for supply of rainc0ats nylon finish of the qual ity sui
table for use by scooter riders at Rs. 45. each and of quality suitable for 
norm Jl use at Rs. 37 each. This offer was accepted by the CPRO and 
orders placed on 18 June , 1979 for supply of 7 numbers each of the two 
qualities of raincoats. 

1.41 Dur ing November -December 1979, the Nav al Command furni
shed to N aval HQ a detailed report on the raincoats procured from firm 
'A' indicating the results of tri al5 and rec ommended that tbey would be 
suitable only fo r individuals who were not employed on strenuous work. 
T he life of the ra incoats was assessed as one year. No orders were, how
ever, issued introdu~ing the item in service as required under the prescri
bed procedure nor had Naval HQ intimated their decision 0n the intro
duction of plastic raincoats into se rvice. Nevertheless, in l'ylay 1980, the 
CPRO placed 5 Le-cal Purchase Orders (LPOs) for the supply of 5,000 
numbers ·of raincoats at Rs. 37 each and 2 LPOs fo r 5,000 numbers of 
souvester at Rs . 4 each at a total cost of Rs. 2.05 lakhs from firm 'A'. 

I.42 The inspection authorities (Chief Inspectorate of Naval Stores) 
intimated the CPRO tha t the qu ality of stores offered by the firm for 
inspection being not uniform at a ll, stores were accepted taking into con
sideration urgent requireme nt. They added that the firm be black-listed 



itnd pending orders for l ,•)68 plastic raincoats an d i, sod sotivesters be cati • 
celled However, the entire lot was accepted, ignoring the lnspector's 
remarks. 

1.43 Asked on \vhat considerations was this item proposed for pro
curement when it was known that its life was only for one year and that 
it was suitable only for persons not employed on strenuous work, the 
the Ministry of Defence in a note stated as under : 

"It is confirmed that the plastic raincoasts on which users' trial 
were carried out were not found suitable to permanently replace 
the e'xisting coats waterproof made of rubberised fabric. 

The Controller of Warehousing, Bombay during a planned 
supplementary Review of Monsoon Gear for 1980 projected a net 
deficiency of 5000 raincoats and 5tl00 souvesters. Although 
adequate dues in existed against Central Purchase (DGS&D) AsTs, 
the supplies were not forthcoming due to repeated bulk rejections 
in inspection. Nav..11 Headquarters therefore, permitted local 
purchase of minimum ine~capable requirement of pl astic raincoats 
which were readily available in the local market." 

1.44 The Committee asked about the basis of placing purchase order 
in this firm. The Secretary , Ministry of Defence stated during evidence 
as under : 

" The b:i.sis were that previous ye ar this firm had supplied these 
items and they were found satisfactory. Rather than going 
through the exercise afresh, the order was placed on the same 
firm . S[rictly from the propriety point of view I consider this 
inadequ ,1te. Though the items were slightly sub-standard. we 
accepted them. The system generally followed is that if a certain 
commodity does not response strictly to the standards, it can be 
accepted if so certified by the Inspector on a price reduction. 
The idea is that if they are completely rejected, then you would 
not be able to get the commodity at the right time. In this case 
the second supply was accepted under 5 per cent price 
reduction." 

1.45 It is seen that in reply to an Audit querry as to the circumstances 
leading to the acceptance of rejected stores, the CPRO had stated in 
October 1983 that ''the matter was being investigated". In this connection, 
the Ministry of Defence in a written note furnished to the Committee 
have explained the position as under : 

"As the monsoons had already set in and a number of sailors 
. . and dockyard workers were without raincoats , which was affect-
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fog their work and morale CPRO bad no option but to accept the 
·slightly inferior quality of rain coats to meet the demands of the 
<dependent units. The items were accepted under deviation with 
5% price reduction-a procedure which is generally followed in 
cases where there is an urgent requirement and the slight short
fall in quality does not affect the functional utility of the item. 

As no formal investigation was carried out, no written 
report was submitted on the subject." 

Unnecessary Procurement of Stores 

1.46 The Audit have pointed out that unncessary stores valued at 
Rs. 9.83 lakhs have been procured whose shelf life had already expired or 
was neering expiry. Some of these caFes are discussed below : 

(a) Paint bituminous enamel 

1.47 Against the requirement of 12,000 kgs. of this paint projected by 
tbe Controllerate of Ware-housing (CWH) on 27th September, 1980 (when 
there was stock of 14,300 kgs.) the CPRO placed 11 Local Purchase 
Orders between 30th December 1980 and JOth January, 1981 on a local 
firm for the procurement of the required quantity at a total cost of Rs. 
1.56 lakhs . The quantity ordered against the LPOs was received by the 
CWH between 6 March 1981 and 12 May 198!. The entire stock remained 
uoissued upto March 1984 ; the shelf life of this stock expired by May 
1981, resulting in a loss of Rs. 1.56 lakbs The CWH also received 
27.425kgs. of this paint during January-April 1981 against pending Central . 
Purchase Orders. Out of this only 682 kgs. could be utilised upto Mareh 
1984. The shelf life of the remaining stock of 26,743 kgs. costing Rs. 
1.90 lakhs expired by April, 1982. 

1.48 The Committee wanted to know oa what basis was the local 
purchase order for 12,000 kgs. of paint raised when there was a stock of 
14,300 kgs of paint in September, 1980 and the quantity of 12,000 kgs. 
received du ring March-May, 1981 was sta ted to be lying in stock as un
used even upto March, 1984. The Ministry of Defence stated : 

"Annual Consumption Level (ACL) for review in year 1979 was 
27 ,000 Kgs. To cater for the element of procedural delay in 
physical cheking of the consignment and to bring it on charge 
to meet the further demands another quantity of 12,000 Kgs was 
ordered to bring the stock closer to ACL to ensure that dem ands 
were met in time." 

1.49 Asked about the remedial measures taken to nv0id recurrence 
of suc\l cases in futu re, the Ministry have stated : 
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"As a remedial measure, new Local Purcba~e Requisition (LPR) 
form has been introduced. This LPR form bas columns fur de
tails such as stock, dues in Annual Consumption Level and Dues 
out which did not exist on the LPR forms in use during the 
period under review. As such, the possibility of over procure
ment through Local Purchase have been minimised." 

1.50 Commenting on the observations of the Audit, the Defence 
Secretary informed the Committee during evidence as under : 

"Two developments took place in thi s case. The · DGS&D 
Indent which was placed in May, 1976, materialised in January , 
1981. It was pending for a long time. After 5 years it did 
materia lise." 

J.51 The Committee pointed out that time was the essence of the 
contract and if the supply was not made within the time the contract was 
viodable at the risk of the party, The Committee, therefore. asked whe
ther time was not m ade the essence of the contract. The Defence Secre-

. tary in reply stated as under : 

"Your observation is very valid . ln many cases what happens is 
this : The firms come back and ask for the extension of the 
delivery period. Orders are all placed through DGS&D. They 
recommend saying that the firm bas problems ; they are not 
able to get the raw ma terial there are labour problems ; and so on 
and so forth . So , extensions are granted." 

1.52 He further stated : 

"W.hat happened was this: our own offtake weJll down. Earlier 
we were using this particular thing. There was cbaage in the 
painting scheme ; yardcraft changed to Admar Chocol ate . Large 
number of Soviet ships use a silicon-based paint. So, the consum
ption was reduced. We checked up the life of tbis . We have 
been told by our laboratory th at this can be gainfully used and if 
pcrfcetly serviceable . A certificate bas been given ." 

1.53 The witness further added : 

"I would submit that this is not a good provisioning because we 
have blocked the Government funds for a long time . There arc 
only two mitigating factors : ( I) The indent which was very old 
materialised ; and (2) the consumption of this item went down." 

1.54 Asked whether it was a fact tha t the Ministry bad no control 
over materialis l'l t ion of tl1 e indents , the Defence Secretary replie<;l: 
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"This is unfortunately true." 

I .55 Ea quired whether there was any system of monitoring all such 
contracts. The Defence Secretary stated : 

"The DGS&D have a system of monitoring ail these contracts. 
We keep on enquiring from, them as to when the quantities arc 
likely to be materialised. There are numerous contracts of this 
nature which are placed by th·e DGS&D. These are coming from 
private· firms. Tbe contracts are such that I have innumerable 
illustrations where they have gone in for arbitrat'ion because the 
provision in the contract is such that the arbitration cases get a 
long time to setcle. I would submit that when the DGS&D 
appears before you, kindly pose these questions because we are 
equally harassed in thi s. There is unnecessary monitoring invoJ-
ved .. .. . . I would suggest for your consideration .that your reco-

. mmendation could be that so far as the Defence supplies through 
the DGS&D are concerned, there should be a separate monitoring 
system specifically dedicated for this purpose so that Defence 
supplies come on time ." · 

J 56 Acco rdiug to Au dit paragraph. 39425 Kgs. of paint were 
received during January-M ay, 1981 and could not be issued at all within 
the storage life of one year and l'emained in stoek even upto March, 1984. 
The paint deteriorated with age and the deterioration ca n be significant 
after )ong period in storage even if the co~tainers have remained sealed. 
These paints have remained in N~D storage for over 3 years or so . . In 
this context the Committee asked whether the storage life of the paint was 
got tested and its life extended by any laboratory and bow was ihe service
ability of the item issu'ed after the expiry of their storage life, ensured 
before issued to the units. The Ministry of Defence stated io a note as 
under : 

"The minimum storage life of this paint is not Jess than one year 
and it would have been a cause for concern if the paint had 
failed before that time. Further, although it would be desirable 
to test the paint before expiry of CSL life the need to do thi.s 
was not felt since no complaints have so far been received from 
the users. The observation that paint remained iu storage for 
over three years does not appear to be correct. 28 ,464 · Kgs. had 
been issued till March , 1984." 

1.57 Asked as to what was periodicity of tests done by.the CPRO for 
checking the serviceability / storage life of such . items . 1 he Ministry of 
Deferice stated in a note as under : 
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"No fixed periodicity is laid down but this should be undertaken 
before the expirty of CSL in case of doubts as to. serviceability. 
However, MS(B) has been advised to initiate action for testing of 
paints samples before expiry of CSL." 

(b) Paint Bituminous Rlack 

1.58 The Audit para points out that the CPRO concluded between 
June 1980 and September 1981 three contracts with local firms 'E' and · F' 
for the procurement of 66.498 litres of this paint at a total cost of Rs. 
3.79 lakhs. Out of the total quantity of 57,500 litres of paint received by 
the CWH' (consignee) between April 1981 and December t981 from the 
two firms, a quantity of only 36,742 litres could be issued till March 1984 
and the balance quantity of 20,758 litres costing Rs. 1.34 Ja.khs remained 
in stock upto March 1984 with shelf life of one year already expired. 

1.59 Asked if the shelf/storage life of paint Bitumanous Black had. 
been extended by laboratory test. The Ministry in a note stated : 

' . 

"No. This was not considered necessary .since the .paint had been 
regularly issued to different customers and no complaints have so 
far been received. Also. usual wa1 ehousing techniques such as 
rolling/inversion of drums have been resorted to with a view to 
obtain a longer Ii fe." 

The Committee wer·e further informed that : 

"The Stock of Paint Bituminous Black as on 24 Augu. t, 1985 was 
24,694.5 Litres. This is expected to meet the requirement of 
about two years.'' 

1.60 Enquired whether the long storage of two years would not 
deteriorate the paint the Ministry stated that. : 

" .. . This paint is like co altar which is used in surfacin.g for roads 
and no appreciable deterioration is ·expected to take place within 
two years." 

.(c) Syncolite Mosaic Layer and Topping 

l.61 The CPRO placed 5 LPOs on a local firm for supply of 30,000 
Kgs. of syncolite Base layer, 20, JOO Kgs. and 25,300 Kgs . o.f Syncolite 
·Mosaic Topping 'Yellow' and 'Green' respectively between August, 19·80 

. and November, 1980 at a cost of Rs. 1.41 lakhs. The supplies were receiv-
ed from the firm between February and May 1983. Meanwhile, another 
IPO for the procurement ef 2500 Kgs. of Syncolite Mosaric .Topping 
yellow at a cost of Rs. 0.05 lakh was placed in February, 1983 on the same 
firm and sup_pUes asaiust this order were received in April 1983, Out a{ 



lhe stotes received, only t ,000 Kgs. of Syneoltlc Base Layer were issued 
and the balance valuing Rs. 1.44 lakhs remained in stock (March , 1984). 
The Committee asked why this item of store was procured through local 
purchase when the same was no t required for immediate use. Tile 
Ministry of Defence have stated : 

•'The st.ocks of Syncolite Base (Mosaic) Layer and Topping were 
Nil in September and November 1980 respectively·, that is why 
procurement action was initiated. That supplie8 against these 
LPO's materialised only in 198 J is unfortunate and could not have 

" been foreseen at tha·t time." 

(d)· Refractory materials 

t .62 The Audit Para states that 4905 K gs. of refacto ry mo rtar cement 
procured from a local firm a t the cos~ of Rs. 0.42 lakhs was issued in July, 
1982 to the Naval Dockyard at station 'X' during October a~1 d December 
1982. This quantity was returned by the Doekyard to the CWH in April 
19~3 being surplus to requirements. While the stock procured against the 
LPO was lying with the CWH, requirements of this item in respect of 
Naval Dockyard and other ships were being met through import. The 
shelf life of the item was to expire in July. 1984. Fµrth er, l 90CO Kgs. of 
plastic Rel'raltory-mix another refractory materi a l procured locally against 
two more LPOs at the cost of Rs ~ 0.77 lakh between 15 June 1983 and 10 
A~gust, 1983 remained unut1lised while the Navy's requirements continued 
to be met through import. Thus, the entire stock of the refractory 
materials purchased locally at the cost of Rs. 1.19 lakbs was laying in stocks 
unused (March 1984). 

1.63 The Commiltee wanted to know as · to why was the item 
supplied to Naval Dockyard while these was no requirement for 

it and its suitability not known . The ·committee also wanted to know as 
to why this .quantity of refr actory materials was not issued in its; tu rn. 
According to the system followed viz. fir st in and first out. The Ministry 
of Defence in a note stated as under : 

"At the time of procurement of indigenous mortar cement the 
trials bad not been successfully completed .. The indigenous variety 
was procured at that time as the imported variety bad not arrived 
and there was urgent requirement for the same from the Naval 
Dockyard, Bombay. On receipt. of the indigenous va riety the 
same was issued in several fots to the Naval Dockyard between 
October 1982 to January 1983. · 

Subsequent to the purchase and issue of 4905 Kgs. of the indi· 
genous variety of mortar cement the imported variety supplies 
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inaterialiscd in March 1983. When the impoi·ted variety arrived,tbe 
Naval Dockyard , Bombay, demanded the imported mortar cemenl 
as the imported product enjoyed greater confidence with the 
technical experts. The Naval · Dockyard thereafler returned the 
4905 Kgs. of the indigenous variety in April 1983 which was 
merged in stock. 

It would be seen that the policy of first in and first out was 
followed, but the item was returned subsequently by the custo
mer." 

1.64 Commenting on Audit statement that the shelf life of refractory 
mortar cement was to expire in July, 1984, representative of the Minist ry 
explained during evidence as follows : 

"The shelf life indicated is the minimum acceptable according to 
specifications. It does not mean that the item would deteriorate 
thereafter.'' 

"' . 1.65 The Committee asked against what specific requirement was 
19,000 Kgs. of 'plastic refractory-mix' material purchased and why could 
it not be put to use subsequently. The Ministy of Defence, in a note, stated 
as follows: 

"The stocks of the item remained nil from May 1981, to March 
1983. An indent for 45,000 kgs. was pending for materialisation. 
Due to the uncertainty of the supply again st the import indent, 
action was initiated . at different stages to procure the item locally 
to meet the immediate requirement and. to bring depot stock t ci 
t ACL level. However, simultaneously . with the local purchase 
order ma~erialising the supply of 29,250 kgs, ex -UK also materi
alised after a pe'riod of n !"fears from the date of indent. t his 
could not have been foreseen at the time of placing the LPO." 

Central Pur chase 

1.66 Audit examination of the procedure followed by CPRO in res
pect of locating sources of supply and registration of suppliers has revealed 
the following shortcomings and deficiencies :-

I. Majority of the firms registered were either agents or retailers; 
93 out of 176 suppliers registered during 1981 to 1983 were agents/ 
retailers. 

2. Banker's Report regarJing lhe financial standing of the firms was 
not obtained even in a single case. · 
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3. Ths capability and capacity of the· :firms as manufacturers/stock;stg 
were not assessed by competent inspection authority or by the 
CPRO. 

4. Out of the 176 registrations grauted during 198 J to 1983, Income 
Tax Clearance Ce.rtificate was not obtained in 56 cases . 

5. Sales Tax Certificate -was not obta.ined in 40 cases. 

6. Ownership certifieate was not obtained in 61 cases. 

7. No registers were being maintained ii;i respect of firms black· listed, 
banned or removed and firms whose registration was under consi
deration. 

8. Firms were allowed to keep the registration beyond 3 years with
out revalidation. 

1.67 Further, separate lists of sµppliers for central/direct/local pur· 
chase were not maintained in spite of specific instructions by Government. 
The CPRO stated (October 1983) that all deficiencies in the procedure, 
pointed out by Audit would be removed in a phsed manner. 

1.68 The Committee wanted to know whether the reasons for these 
lapses/deficiencies had been examined to fix respondibility. The Ministry 
of Defence stated as under : 

" No formal orders on procedures to be fo!lowed for registration 
of suppliers existed prior to January 1984. As such suppliers 
were being registered without reference to any prescribed for
malities on specified verifications on the basis of locally' improvi
sed procedures. Based on the experience of the department, 
detailed formal orders have since been issued by CPRO for the 
guidance of the officers and staff." 

J .69 The fy.tinistry have further stated : 

" Since no formal orders were issued to be followed by the officers 
dealing with registration of suppliers, strictly speaking, they could 
JJot be held responsible for the lapses." 

1.70 The Committee have been informed that the procedure detailed in 
CPRO procurement order Nos. 2/84 and 4/84 dated 10.1.1984 for registra
tion of firms with CI•RO has been implemented. 

1.71 As regards the eight deficiencies pointed out' by Audit in loca· 
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ting the sources of supply and registra:tion of suppliers, a representative of' 
the Ministry during evidence stated : 

" .... · ... ..... We have comprehensive Instructions on this subject. 
Only two points ou~ of eight observed here are not covered by 
those instrucr.ions . One is t)le · report regarding the financial 
standing of the firms and second, the ownership certificate not 
o.btained. The rest of them are undoubtedly covered and we pro
pose that when we look into this firm, we would go iuto these 
items ... .. . ...... " 

1.72 The Committee learnt that while accepting the deficiencies, the 
Ministry have informed the Audit that certain measures have been taken 

'in the light of the audit para and detailed procedure for registration of 
firms has been laid down. Commenting on Audit observations at the 
instance of the Committee, the Secretary, Ministry of Defence stated in 
evidence: 

" When the Audit Para was r.eceived we bad a v~ry·close look 
at the entire observations made in it. First of all, I ·would like to 
thank the organisation which bas prepared tbe audit para in as 
much as th~y have focussed attention on certain weaknesses of the 
organisation. While examining each aspect we realised that 
there were certain procedural requirements and some safoguards 
which had 'been prescribed which had not been meticulously 
applied in ·a number of cases. We also came across certain instance 
of irregular procurement of non-pa tteronizcd items. We also came 
across cases of over-procurement of a few items through a 
modified procedure which did not observe some of the .essential 
requirements of local purchase procedures. Here, I would like to 
submit that snme time back we had received certa,in anonymous 
complaints and as a sequel to the receipt of those complaints the 
Flag Officer Commanding in Chief of the Western Naval Com
mand ordered a preliminary investigation into the allegation of 
malpractices. The prelimiaary investigation revealed that prima
facie there were irregularities and the matter· was handed over to 
the CBI in Ju11e 1981. The CBI registered five cases in which 
four officers were stated to be involved. The investigation spread 
over a pedod .of two years but the CBI did not bring out any 
element of dishonesty. They said tbe culpability related only to 
the contravention of standing orders for · violation of regular 
instructions and several procedural lapses. So, the CBI recommen
ded taking of administrative departmental action against the 
officers which we did. Initially the Western Naval Command 
recommended a letter of displeasure. The Naval Headquarters d•d 
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not agree with this disciplinary action and considered that the 
officers culpability was serious and they must incur the severe 
displeasure of the Chief of the Naval Staff. Consequently all 
these four officers were issued letters of severe displeasure in 
December 1983 . 

Notwithstanding all tliis, after we examined this para we have 
taken two actions . When we examined this Audit Para· we felt 
that it was necessary that these numerous aspects which have been 
projected in the Audit Para ought to be looked into carefully. 
Consequently, I sent a letter to the Chief of the Navy requesting 
him that be may order a Board ·of Inquiry to investigate into the 
working of the Organisation and the recommendations should be 
sent to the Ministry. I wouJd read them out-

(I) whether the instructions issued in various Government letters on 
purchase procedures bad been scrupulously complied with ? 

~2) If not implemented, the officers responsible therefor and the extent 
of culpability; 

I 

(3) disciplinary/administrative action should be taken against 
them; 

(4 Naval Headquarters recommendations as regards remedial mea
sures so that that should be adopted lo obviate recurrence of such 
lapses in future. 

1 have asked the Chief of Lbe Navy that this . Court of l!:lquiry 
together w itb his recommendations regarding the improvement in 
tbe procedures should be forwarded to the Ministry within a 
period of six m0nths. We have also requested separately the 
Chief o.f the Logistics that in view of the large number of irregu
larities which have been indicated, it is essential that they should 
identify the lacunae in the existing procedures and for that pu~- . 
pose we have also sent to them a copy of the procedures followed 
by the Army Supply Organisation, because· they have the identical 
system and this has reasonably stood the ti.:st of time. But none 
the less, we have requested them to put up a compreheo . ive 
Government letter so that in case, the Government instructions 
which might have so far been issued, there are any gaps or if they 
can be reinformed, this can be done and the sort of irregularities 
~-v b.ch have come up may be reduced , if not totally e liminated .. " 
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1.73 When asked as to why the essential certificates/documents were 
not obtained from· tbe supplier firms, the ~itness stated :-

"'It is possible that in many ·cases it may not be possible to give 
all the details. However, it is our best effort to get tbem. A 
dismal picture is indicated here that so many certificates were not 
obtained , There might be some cases but the picture should oot 
be so bad. It should be much better than that." 

1.74 The Committee pointed out that according to Audit Para, out of 
the 176 registratic. ns granted during 1981to1983, Jncome Tax Clearance 
Certificate was not obtained in 56 cases . Thereupon, the Defence Secre
tary, stated iri evidence : 

"This is obviomly infringement of instructions. •· 

1.75 Asked if the responsibility for the lapse had been Jixed, tbc wit
ness stated ; 

" The Board of Enquiry will certainly go into these things.'' 

1.76 T~e Committee pointed out that there were some small people who 
were pr0 ducing such things wbich the CPRO consumed. But those people 
did not find a place . in the CPRO Trade Journal. Asked whether it was 
not possible for the CPRO to reach these sma ll people in the small scale 
sector and deal directly with them instead of procuring their goods from 
middlemen of large scale units, a repr~ sentative of the Ministry stated in 
reply as under:-

" There is an authority whose job it is to encourage small scale 
rnanu'facturefS. He has to locate thesi; s mall scale manufacturers. 
Such encouragement is being given ." 

J.17 Secretary, Ministry of Defence thereupon statc<l as u11de r :-
1 

" registered suppliers of DGS&D are automatically on our list. 
Persons cleared by Inspecting authority will be automatically in 
this list. We have taken note of the suggestiom. We can ask 
the Directorate of small Scale Industries about it." 

Extra Expenditure on · Procurement of Waste Cotto11 Coloured and Rags 

Cotton Coloured 

1.78 Audit para points out that Naval HQ's indent dated 5th M ay, 197 ) 
for the procurement of 44,344 kgs. of waste cotton coloured and 1,49,995 
'kgs. of rag;; cotton coloured, was received by CPRO on 11th Mlly , 1979 
with the stipulation that the ite.ms would be delivered by the successful 
bidder on or before 30th September, 1979. But , the CPRO issued tender 
enquiry o n 13th July, 1979 i.e . after two months from the date of receipt of 
jnden t. The las t date for receipt of tenders was fixed as 6th November 
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1979, allowing a period of fifteen weeks for the submission of quotations 
as against the normal time l!mit of 4-6 weeks. 

1. 79 Asked about the justification for allowing fifteen weeks time for 
submission of quotations as against normal limj.t of 4-6 weel s, the Ministry 
have stated that due to scarcity of the item in the market there were 
wide fluctuations of pnce in the market and the validity of officers for 
this reason was short. The Ministry have further stated that "However, no 
formal instructions to allow fiftec:n weeks for submission of tenders were 
issued." 

l.80 According to Audit Paragraph, the CPRO received 6 quotations, 
the lowest and the next lowest ones were as under :-

Waste cotton coloured : 

Rags cotton coloured 

Lowest : Rs. 3.86 per kg. from 
Firm. ' A-1.' 
Next lowest : Rs. 3.87 per kg. from 
Firm 'B-1.' 

Lowest : Rs . 5.94 per kg. frcm 
Firm 'A-1.' 
Next lowest: Rs. 6 per kg. from 
Firm 'C-1.' 

J.81 The Ministry of Defence informed the Audit on 18. l.1985 that 
the offer of firm 'B-1 ' was withdrawn and the next lowest fi rm 'A-1' was 
not accepted as the performance of the firm on investigations by Mis. 
Bombay Rags and Waste Supply Co. was not satisfactory. The Ministry 
subsequently informed the Committee that the firm 'B-1' viz. Mis Abbas 
and Co. withdrew the offer on account of scarcity of the materials in the 

market at that time. 

1.82 Asked on what basis performance of firm 'A- l' was considered 
to be unsatisfactory. The Mini stry of Defence in a note stated as 

under:-

"Firm 'A-1' viz M/s Bombay Rags & Waste Supply Co. and Mis 
Thakar & Co. were sister concerns under the same proprietor. 
The Firm M/s Thakar & Co. bad supplied Cotton Waste against a 
DGS&D order in the past. The supplies against the said DGS&D 
was of poor quality in that it contained artifical fibres, objection
able and unhygenic material against which there were several 
complaints. Since both the firms viz Mis Bombay Rags & Waste 
Supply Co and M/s Thakar & Co. bad the same proprietor, 
Ms(B) has reason to believe that the product that would be 
supplied by Mis Bombay Rags would also be sub-standard and 
similar in content to that supplied against earlier orders. 
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In view of the foregoing the tender of M/s Bombay Rags & Waste 
Supply Co. was rejected. The inspection of the firms premises was 
done by one of the senior members of the market survey team 
which functioned strictly under MS(B). In this case it was a 
qualified and experienced senior sailor of Chief Petty Officer 
rank. The sailor did render a report on loose leaf paper which 
was seen by the MS(B). R egrettably t his sheet of paper is NOT 
traceable. '' 

1.83 In rep ly to a further question as to why was the tender issued to 
the firm A-1 when its performance was not satis.factory. the Ministry 
stated : 

"Item was open tendered and CPRO has no authority to refuse 
issue of tend er to a fi rm even though its performance is poor." 

1.84 Audit Para poi nts out that though the comparative statement of 
tenders (CST) was prepared (6th November, 1979) and firms A-1 , B-1 and 
C-) were on tqe "approved list of Suppliers" of the CPRO, further action 
to process the case through the Tender P urchase Committee (TPC) was 
not taken . Instead tenders were reinvited . T he ~ommittee asked as to 
why action to process the tender with the a pproval of TPC was not taken 
as requi red und er the rules and whether the Material Superintendent (B) 
had any discreti9nary powers for scra pping tenders without reference to 
TPC. ·In repl y, the Ministry of Defence stated as under :-

" In urgent cases TPC Chairman has the authority to reject a CST 
provided coverin g TPC approval is subsequently taken. In the 
present case, the Chairman T PC exe rcised his authority in view 
of the urgency." 

1.85 In view of the unsatisfactory condition of the firm A-1 viz ., 
Bombay Rags and Waste Su pply Co., a second tender enqiry was :floated 
on the recom mendation of TPC. Out of ten replies received, the offer of 
one company D-1 , Mis Eagle Textiles, Calcutta was the lowest bu t ~ his firm 
was sta ted to have no wherewithal to supply the material. The next lowest 
offer of the fi rm B· l viz., M/s A to Z Traders at the rate of Rs. 3.97 per 
kg. cotton waste coloured and Rs. 6.87 per kg. for rags cotton coloured 
was accepted and the order was placed on th is firm E-1. 

According to Audit, non-conclusion of contract against the lowest 
quotations received in the first tender enquiry in November, 1979 resulted 
in an extra expenditure of Rs. 1 ,44 lakhs. 

1.86 Du ring evidence, a representative of the Ministry claimed tha t 
by re-tendering they bad ca1,1sed a savin$ to the extent of Rs,. 4,963. 
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Functioning .of Fast Transaction Team 

1.87 The Audit Para stated that a Fast Trarisaction Team (FTT) 
headed by a Technical Officer functioning under the direct control of the 
CP.ao was created to procure operationally required stores and machinery 
off the shelf. In keeping with the urgency of the requirements, the FTT 
deviated from the normal procurement procedure· in the following respect : 

Hand delivery of tender enquir.ies and collection of quo.tation as 
against the normal procedure of sending them by post. 

Limited time allowed for submission of quotations. 

Less number of quotations obtained making the tenders less com
petitive. 

J.88 These relaxed procedures made it imperative that procurement 
of the items by the FTT Should be confined to immediate re quirements to 
keep the ships operational. During the · years ·1981-82 and 1982-83 pur
chases aggregating Rs. 106.43 lakbs and Rs. 85,83 Jakhs respectively were 
effected by the FTT. A randum scrutiny of the procurements made 
during 1982-83 revealed that stores for entertainment furnishing, etc. were 
also procured. 

1.89 Asked how many occasions did the FIT deviate during 1981-82 
and 1982-83 from the normal procurement procedure in respect of all the 
three items mentioned above. The Ministry in reply stated as under : 

"FTT is required to procure items required most urgently by ships. 
The FTT follows the basic local purchase procedures with minor 
deviations. The purchases are however competitive and no finan
cial impropriety exists in the entire quantum of purchase." 

1.90 When asked if the Ministry was satisfied that the deviations 
pointed out were only for the urgency of the requirement and did not in 
any way work against the interest of the Government, the Ministry 
replied:-

"Apparently the FTT procedure has been followed since the early 
seventies. The question raised about this system is being 
examined. " 

1.91 The Committee desired to know the amount of expenditure ine 
curred on procurement of stores (entertainment and furnishing etc.) in con
nection with the visits of VIP's. The Ministry in a note have stated as 
under :-

"Expenditure on Recreation and furnishings during the period 
1981-82 & 1982-83 is as below : 



Year 

1981-82 

1982-83 

Recreation 

Rs. 1,43,858/
(Agaiost G ovt . special 
sanction for Vikrant) 

Rs. 2.900/ -

Furnishings 

Rs. 4, 98 5/~ 

Rs . 13,950/-

' ·The above items were procured for the visit of V! Ps to sb.ips". 

] .92 During evidence, a representative of the Ministry stated that 
expenditure under the head of recreation and funtishing was about 
Rs.1,48,350. A major part of this amount spent was on buying T.V. sets. 
cameras, Record .Players. Godrej Chairs etc. 

The Ministry have informed the Committee that procurement through 
FTT has been reduced drastically, The quantum of purchase dtlring period 
1983-84, 1984-85 and upto August 1985 was as follows : 

Year 

1981-82 

1982-83 

1983·84 

1984-85 

(April 85 to August 85) 

Rs. 1.0643 Crore 

Rs. 0.8583 Crore 

Rs. 0.8415 Crore 

Rs. 0.5365 Crore 

Rs. 0.2208 Crore 

1.93 T he Controllerate of Procurement (CPRO) was established in 
1971 with the merger of two procurement 4Jrganisations- Naval Stores organi
sation (for purchase of naval stores) aml Spare P arts Distribution Centre 
(for purchase of machinery Spares) to improve the material 
management in the Navy. The new organisation is headed by a M aterial 
Superintenden t who is assisted by four Controllers-(a) Controller of Ware
housing (CWH), (b) ControUer of. Material Planning (CMP). (c) ControJler of 
Procurement (CPRO) and (d) ·c ontroller of Technical Services (CTS). 
The object ives to be achieved by the Organisation were : 

" P i:ompt supply of required material at minimum cost with fewer 
occasions for rush purchases. 

Reduced investment in the quick turnover of stbcks.~' 

1.94 'rbe Committee have be en informed that for the achievement of 
t hese objectives a monthly eva luation r eport bas been in troduced w.e.f. 

,January, 1983 to evaluate the progress on various types of purchase requisi· 
tions made by CPRO. An analysis o~ these reports show reduced lead time 
a nd higher materialisation of stor es against orders placed by CPRO. 
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i.95 The Committee note that the working of CPRO .was e ·amihed by 
;in Expert Team from Defence Institute of Work-study, Mussorie in 1980 
to suggest improvement in the working of the Organisation. The Expert 
Team recommended enhancement of fin ncial powers of CPRO and various 
Naval Authorities, use of Selective control for items r qu "red urgently, use 
of modern ofrlce equipment like Pla ·n Paper Copier for reducing Typing 
Work, use of labour saving clevkes like Postal !•ranking Machine and use 
of special stationary etc. Excepting a few, all other major recommendations 
of the Expert TeiJ.111 arc stated to have been implemented. H owever, ·the 
information gathered by the Committee and the facts brought out by the 
Audit amply brings out that all is not well with functioning of the CPRO and 
the objectives of setting up of CPRO as enumerated above are not fully 
achieved. These aspects are discussed in detail in succeeding paragraphs. 

1.96 The Expert Team from .the Defence Institute of Work Study, 
Mussorie set up in 1980 had inter alia r ecommended that financial limit for 
placi.ng Purchase Orders on the basis of limited tender enquiry be enhanced 
from Rs. 50,000 to Rs. 1,00,000; limit of proforma payment be incresed from 
Rs. 20,000/- to Rs. 50,00U/-; a full fledged Finance Section headed by an 
Accounts Officer designated as Financial Controller be set up under CPRO; 
A Market Survey Team consisting of experienced clerks and headed by a 
Market Sm·vey Officer be formed under CPRO. No concrete action appears 
to have been taken on these important recommendations though these have 
been aecepted by the Naval Standio g Establishment Committee since long. 
the Committee regret to find tllat action on tbese recommendations has been 
pending for long . The Committee desire that action on these recommenda
tions should be finalised and Committee informed within a period of six 
months. 

1.97 The Committee observe that the Material Superintendent, in bis 
performance appraisal of CPRO dated 28 February, 1985 has brought out 
inter-alia, ''(i) tbe list of regist.ered suppliers and venclors had not been 
scrutinised and updated for long (if) no strict yardsticks were followed for 
registration of suppliers in the past (iii) no formal orders on procedure to 
be followed for registration of suppliers existed prior to January 1984 and 
(iv) there was no manual for the guidance of the Controllerate." These 
defeciencies gave access to dubious and unscrupulous suppliers to the Con
trollerate. It is astonishing that even after 13 years of its coming into ex
istence, no procedure has. been presc1·ibed by CPRO for registration of 
:suppliers and venders. Jbe Committee note tbat the general guidelines 
issued in August, 1982 for registration of suppliers by the Ministry of 
J>efenee were not as rigid as those of DGS&D. The Committee desire that 



procedure in this respect should be, as far as possible, indentical to that 
followed by DGS&D. 

1.98 The Committee find that the Project Report of Defence Institute 
of Workstudy, Mussorie bad also recommended setting up of a separate cell 
consisting of senior experienced sailors to be positioned permanently in 
CPROs Organisation to establish correct specifications and description for 
all items, update the information as and when required and progressive 
computerisation of non-computerised items. 

1.99 The Material Superintendent also in bis performance Appraisal 
Report for 1984, while stressing the need for a close monitoring for follow 
µp action against each order placed, has pointed out that it had not been 
possible due to shortage of man-power. He has · stated that ' 'computer can 
only belp in giving the record of pending orders but it cannot expedite the 
supplies by itself. This is a work area of the Controllerate, which is required 
to be strengthened by positioning of additional officers . The Committee 
understand that these recommendations ha~e been accepted, If so, the 
Committee would like to know the action taken on these recommendations. 

1.100 Performance Appraisal of CPRO by Material Superintendent, 
Naval Dockyard, Bombay states. that "a more selective vender list had 
resulted in better response to tender enquiries and more competitve purchase. 
The prices paid for various products were much lower than the rate at which 
they were procured in the past. This is borne out from the computer data 
in respect of procurement prices available in computer. The saving to the 
Government on this ·account has been stated to be about Rs. 2 crores for the 
year 1984." This statement viewed in the context of price escalation year 
after year indicates that purchases in the previous years were not made at 
fair prices. The Committee consider that purchases made since the forma· 
tion of CPRO need to be gone into thoroughly. The Committee have been 
informed that the matter is being investigated in datail by the Ministry of 
Defence. The Committee would like to-be informed, in due course, of the 
result of investigation and the follow up action taken in this regard. 

1.101 Another important recommenda_tion macle .by the Defence Institute 
of Workstudy, Mussorie to streamline the functionini: of CPRO was with 
regard to the enhancement of financial powers ancl for de-centralisation of 
authority. A proposal in this regard was made to Naval Headquarters on 6 
July, 1984. The existing financial powers as enhanced in 1982 were delega
ted in octoher, 1976. The Committee have been informed that further 
enhancement of financial powers, and de.centralisation of authority is prese
ntly under study at Naval Headquarters. A considerable delay has already 
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occured in this case. The Committee trust. that the matter will be dealt with 
utmost urgency and an eal'ly decision would be taken in this regard. 

1.102 The Committee note that CPRO processes indents/demands for 
all items of stores and ' machinery spares required by Naval Units/Ships 
handled by the Material Superintendent (MS) valued upto Rs. 0.50 lakh per 
annum; Ad-hoc requirements of Naval ship for meeting their urgent require
ments stores required to replenish stocks· costing up to Rs. 0.40 lakh per item; 
Base demands of Naval Headquarters and any other indents projected by them. 
The Committee further note that a Central Purchase Cell was created at 
CPRO in June 1976 for purchase of items reljuired exclusively by the Navy. 
All recurring requirements were to be met centrally and local purchases 
resorted to only for urgent and essential requirements. Local purchase as 
opposed to direct purchase· is intended to meet the immediate requirements 
which may arise due to delay in the materialisation of supply against normal 
indent or sudden requirement which could not be anticipated earlier. 
However, the Committee find that local purchases made by CPRO during 
the last couple of years bad been very high as compared to Central Purchases 
In 1980-81 and 81-82 local purchases were far in excess of the items pur
chased centrally. As pointed out by Audit, 98.3 per cent and 76.7 per cent 
of the total number of items covered by the orders placed during 1980-81 and 
1981-82 respectively were procured through local purchase as compared to 1. 7 
per cent and 23.3 per cent procured through Central purchase. Though the 
value of central purchase viz. Rs. 29 lakhs vis-a '?is local purchase viz. 16.83 
crores as reported in the Audit para for the years 1980-81 have been disputed 
by the Ministry of Defence, yet the Committee have reasons to believe that 
local purchases have been resorted to excessively. They fail to understand 
why full facts were not placed before the Amlit earlier. The corrected 
figures of local purchase provided to the Committee amply bears testimony 
to the fact the local lmrchases were far in excess. The local purchases have 
shown persistent rise from Rs. 5.24 crores in 1977-78 to Rs. 15.33 crores in 
1980-81. During 1981-82 when _it started declining local purchase was far 
Rs. 12.58 crores. The Defence Secretary has explained the reasons for t.his 
rise in local purchases in terms of reduction in ''Procureme11t Quantities from 
3 ACL to 1 ACL because it was felt that with computerisation and other facili
ties and streamlining of procedures it should be possible to make up with only 
one ACL". Subsequently, "bins were emptied with the purchase orders placed 
on the DGS&D which not coming through, the number of denials of 
requisition was very large and consequently a modification had to be made in 
the year 1981 taking it back to 3 ACL. During this period the pressure on 
1be. local prchase increasl d very nrncb". The Committee are unable to 
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accept this explanation as they find that volume of local purchases in the 

years 1982-85 (when the impact of 3 ACL was fully realised) was stiJI v.ery 
large ranging between Rs. 6 crores to 8 crores a year. The Committee 
recommend that every efforts should be made to improve the availability of 
stores through central purchase so as to reduce the quantum and need for 
local purchase to the barest minimum. The Committee also desire that such 
factors which make local purchses unavoidable are controlled and purchases 
are made in a most cost effective manner. 

1.103 The Committee note that with. the growth of Indian Nevy, work 
of inventory control and management has increased manyfold l'l'ith CPRO 
handling inventories of various types that touch about half a million items. 
The very range of the items creates enormous difficulties in identification and 
inspection and a lot of paper work . Wide fluctuations in usage rates and 
difficulties in demand forcasting coupled with untrained personnel handling 
procurement function besides out-moded procurement procedures have adver
sely affect?d the material management and inventory control in the Con
trollerate of Procurement. 

Avoidance of (i) large inventory, (ii) higher inventory carrying costs. (iii) 
Obsolescence, and (iv) frequent deviation from the prescribed procedures for 
purchase of stores is a must for efficient store keeping for organisation of 
the size of CPRO. To achieve these objectives the Committee would like the 
Ministry of Defence to introduce modern office equipments and aids like the 
latest computer system, besides training the staff put on 1nocurement of 
stores in modern material management including Com1mter techniques. 
The Committee trust that with these aids the demand forecast would also be 
precise, leading to better inventory control and effective material manage

ment. 

1.104 The Committee find that though the prescribed procedure of 
invitation to tender in the case of local purchase under limited tender system 
was not followed in 32 cases of tender enquiries for purchases exceeding Rs, 

20_,000 issued during the years 1978.79 to 1982-83, doe to unreliability of 
vendors registered and lesser number of registered vendors than that stipula
ted in the procedure. This is not at all a convincing explanation. It is in 
fact a sad commentary on the functioning of such a large and important 

organisation as CPRO which is entrusted with the procurement of stores of 
various-kinds for Naval stores to ·bave carried unrealiable vendors on its 
registered list of vendors. It is shocking to note that no vendor rating and 
analysis has been carried out ever since the ince1>tion of CPRO. Equally 
<leplorable is ti e fact that sufficient number of ven<lors has not been regis

tered even to omply with the 1nocedural requirements. The Committee ta~~ 

0 
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serious view of these la1>ses and would like the whole issue to be pro
bed into in depth to find out if it was a deliberate failure on the part of 
someone with malafide intentions. The Committee expect that Ministry of 
Defence would take ex11editious action to carry out vendor rating early with 
a view to eliminate the unreliable vendors from the registered list aud review 
the position periodically. The Committee recommends that suitable periodi
cal ins1>ection procedure for vendor list should be instituted immediately to 
avoid recurrence of such lapses. They would also like that sufficiently large 
number ot reliable ''endors are enlisted 'vith a view to get competitive bidis 
when tender enquiries are floated in future . 

1.105 The Committee find that there were regular and recurring 
requi rements in considerable quantities of "laundry soap", ''iioap soft grade 
Jl", " cuprous exide ," "ro11e polypropyline 11arapro" (of different types) and 
" paint admar chocolate'' by the Navy. The Committee note with concern 
that Jo'cal purchase orders of these requirements and also of other items which 
should have been procured through central purchase were split up as to bring 
them within the delegated financial powers of Admiral Superintendent (ASD)/ 
CPRO. Part and frequent purchase of each of these items rangjng between 
14 to 78 numbers during the year 1980-81 escaped scrutiny of the Tender 
Purchase Coiumittec (TCP) which ba:d to examine the purchases exceeding 
Rs. 50,000. Similar splitting of orders were also resorted to in 1981-82, 
1982-83 and 1983-84. 

1.106 The Committee also note with concern that no orders for Central 
purchase of " laundry soap," "soap soft grade II," "cuprous oxide" and 
" rope polypropyline parapro'' were placed during the years 1980-81 to 
1982-83 as sufficient dues-in existed from of Central ·Purchase indents whicb 
had not materialized and were awaited at the time of reviews. The Committee 
are informed that DGS&D with whom indents are placed, take a very long 
time ranging from 12 to 18 months for tender acceptance and for supply of 

indented material another 12 to 15 months are taken. To mitigate the situa
tion a working arrangement was arrived at by considering demands received 
on a single day for a particular item as a separate item and effect local pur
chase therefor separately . . The Committee view this situation with grave 
concern. They gain the impression th1,1t working arrangements in violation 
of the prescribed procedure were arrived at without bringing the matter to 
the notice of higher authorities. The Committee strongly tleprecate the 
tendency of splitting of purchase orders in order to escape scrutiny by Tender 
Purchase Committee. The Committee would like the Ministry to ensure that 
this practice was not resorted to with ulterior motives by the unscrupulous 
officials. The Committee also recommend that the actual requirements for 
these items over a period should be reflected in the annual review document 
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to avoid !oral purchase orders as far as possible. As a Board of Enquiry 'o 
enquire into these cas es is already seized of the matter the Committee would 
like to know its findings and the follow up action taken by the Ministry in 
the matter. 

1.107 The Committee also deploi:e th e unduly long time ranging from 
12 to 18 months taken by DGS&D for tender acceptance and another 12 to 
15 months taken for supply or materials. In the instant case the 
position is more disqu ieting. 1mlent for Jaunclry soap was placed with them 
in March 1979 and the supply materialised in February to April, 1984, i.e. 
after 5 years ln the interregnum, no fresh orders were placed with them for 
Cenlral Purcha~e of items which were required jn considerable quantities on 
regular bas·s. TJ:ie und •ly prolonged delay in the supply of material led to 
rccurcmrnt cf 1 a t"l' ·ats t11rough local purchase often at a considerable 

bi~her prices . Be5id es. as brought out in the subsequent paras old indents, 
materialised a t a ti me when indentor had procurt>d the supplies from other 
sources rcso te:J to b etwe ~n Novemher 78 to Mgy 80 because neither a copy 
of rate con t act nor the DGc;;&[) fl11b!ications for list of if ems covered under 
rate contract ere stated to be a va ilable .with tb~ CPRO at that time . The 

M inistry hav~ leaded ignoran!.'e of both. the ex istence of the rate contract 
and tbe chemic I name of t 1e product . The Committee cannot beliel'e that 
the officers d .a ling w!th store· purchase were oblivious of both the facts 
meation1.:d above. T hey <lo not consider it · an insurmountable obstacle to 

obta in a copy of the DGS&D rate contract when the same was not available 
with ·the'CPRO. Aga in , the problt>lD of etn1ating the specification given in 

Royal N· v: BRs with commercially available items could have aJso easily 

been tackle by CPRO. As such .resort to local purchase because of igno· 

ranee and non-avai1a l1 ility of DGS&D rate list can hardly be justified . The 

Secretary, M · listry of Defence admitted during evidence " l sub:nit that at 

some sta ge at lower level there was some sort of confusion . For the period 
DGS&D rate con tract was avail· hie, it should bave been purchased through 

DGS&D." Unless proved otherwise, ~he Committee are h clined to suspect . . 
the honafide of p1 rchases of this item at much higher rates locally by CPRO. 
The Committee desire that if it is reasonably possibic tu identjfy the per

sonnel rec:ponsihle for purchase, they may be called upon to explain their 
conduct w"th a view to institute clisciplil'lary action , if necessary. They also 
desi re t hat commercia l nomencla~ure of various items required by the Nevy 
should be foserted into Royal Navy BRs to remove any ambiguity in the 

specificatiaus for purchase and procurement. 

1.108 The r' PRO had obtai nee! quotations from a firm on a single 

tender ba~is for supply of raincoats of nylon finish quality suitable for use 

by scooter riden at Rs. 45 each :rnd the Quality suitable for normal use at 
Rs . 37 each i respouse to a telephonic enquiry 1,tnd bad purchased 7 number 

.. 
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~ach of the two qualities of raincoa ts for trial purposes. 111 May, 1980 
· instead of going though the normal procedure afresh of inviting quotat ions 

from pro<;pective bidders , the Local Purchase Order::; were i>laced on the same 
firm for supply of 5000 numbers of raincoats at Rs. 37 each an d 5000 num bers 
of souvesters at Rs. 4/- each at a total co '" t of Rs 2.05 lakhs. The 
Committee consider it highly objectionable particolarly in view of the high 
value of the purchase order. T he explanation that •·previous year this firm 
had supplied these items and they were found sati factory " is nof a t all con
vincing. The Committee would like th<! M inistry of Defence tu ensu re that 
prescribed procedure is scrupulously adhered to in indenting requirements. 
The tendering process should also be modernised. 

1.109 The Committee arc distressed to find that in the cases mentioned 
below due to excess purchases unnecessary stores valued at lls . 9.83 lalihs 
were held in stock by the CPRO though its shel f life had al rc dy expired or 
was nearing expiry. Paint bituminous enamel was indented aga inst the pro
jected requirement of 12,000 kgs . when stock of 14.300 kg?>. w· s a lready held. 
The indent was covered by 11 local Purchase O rders placed between 30 
December 1980 and 10 January 1981 on a local fir m al· a tota l cost of Rs. 

t.56 lakhs. The supplies nrntcrialise4 during March and M ay 1981. The 
entire stocks remained •1nutiliscd upto l\lfarch 198' . !ts shel f life expired in 
May 1982 rcsuHing in a loss of Rs. 1.56 lakbs. Ano ll1cr supply of 27 .425 
kgs. of this paint was received during Januar y-April , 1981 aga inst pl!ncling 
Central Purchase Orders . Ou t of this, only 682 kgs. could be used upto 
March 1984. The shelf lifo of the remaining quantity of 26.7 3 kgs . of print 
stock expired in April 1982 and the paint deter iorated in quali ty. S imilar ly 
in March 1984, the CPRO was maintaining a stock of 20754 ltrs. of paint 
bituminous black costing Rs. 1.34 lakhs wi th shelf life of one yea r already ex 
pired. The stock in stead of depletion, swell to 24694 litres, in Augmt, 1985 
and was expected to meet the requirements .of next t wo years . The plea th at 
no complaint has been received from customers about the dHerioration of its 
quality is not convincing as the deterioration in the quality of paint is a slow 
process and cannot l>e detected easily. T he contractual shelf life fe r these 
items is 12 months and the actua l ' helf life of marine paints are S tated to be 
three years or even more. But the optimum gain from its use is derived only 
when its use is close to the date of manufacture. · 

1.110 Again, the Committee fiud tha t large q uantities of syncoli te 
mosaic layer and topping and refactory materialists procured at enormous 
cost through local purchase orders have remained unutilised for long time. 
This unnecessary procurement of stores bas resu ti11g in not only blocking of 
large stores space and funds for considerable period, but ab o deterioration of 
its quality. This can only be termed as bad . provisioning. The Committee 
feel that wit'!t better materiat management, this posi tion could have been 
a voided. Deliveries of stores against local purchase orders could have been 
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rescheduled and suppliers ·advised to hold the supplies for the time being 
when central purchases of an item ma t rialised unexpectedly after a long 
period of indenting. 

1.111 The Committee are deeply perturbed to tiud thai indents of paint 
bituminous black and paint bituminous enamel placed as early as May 1976 
With the DGS&D materialised after five years in 1981. The Committee have 
already commented on this aspect of indents materialising after long intervals 
in preceding paragraphs. The long unjustified delays in supplying the mate
tiials leads to local purchase which itself takes a considerable time and build
fog of unncessary and avoidable inventories which are not consumed during 
their shelf life besides locking of large funds. The Committee note that there 
is total absence of system of reviewing supplies likely to materialise against 
pending indents and to cancel pending over-due indents against which supplies 
have not materialised on due time and the stores no more required . The 
Committee recommends suitable procedural measures to mitigate such situa
tion should be devised immediately. 

1.112 The Committee view with serious concern the total absence of 
examination of the credentials of the suppliers before enlistment ''iz. majority 
of firms registered were either agents or suppliers ; Banker' s reports regard
ing their financial standing was not obtained even in a single case ; the capa
bility and capacity of the firms as manufacturers/stockists were not assessed 
by competent inspection authority or by the CPRO. Basic requirement of 
production of Income-tax clearance, sales-tax and ownership certificates were 
also not complied in a large number of cases. The Defence Secretay informed 

the Committee that he has recommended to Naval Chief to constitute aBo ard 
of Enquiry to investigate into the working of Controllerate of Procurement 
to ensure: 

(a) Whether the instructions issued in various Government letters on 
purchase had been meticulously complied with ; 

(b) If not implemented, the officers responsible therefor and the extent 
of heir calpability ; 

(c) Disciplinary /administrative action to be taken against them ; 

(d) Naval HQ recommendations as regards remedial measures that 
should be a1lopted to obviate recurrence of such lapses in future. 

1.113 The Naval Chief is . reported to have been requested to furnish to 
the Ministry investigations made by the Board of Enquiry alongwith his re
commendations regarding the improvement in the procurement procedure 
within six months. Besides, the Chief of Logistics has also been asked to 
identify the lacunae io the existing procedure. The Committee would like 
to know, in due course, the octcome of the investigations made by the Board 



t>f l:nquiry and the . action taken by the ~inistry of Defence in pu suance 
thereof to plug the lacnnae that are fon~d in the ex i ting procedure. 

1.114 The Committee are surprised to find that majority of the firms 
registerecl as suppliers with the Controllerate of Procurement are either 
agents or retailers. In 1981-83, out of 176 suppliers registered, 93 were 
either agents or retailers. The Controllerate is not dealing directly with the 
manufacturers in small scale sector though a fair number of items required 
by it are manufactured by them. The Committee woulcl like the Controlle
rate of Procurement to encourage and regi <: ter small scale manufacturing 
units also as suppliers of various items required by them as it would be 
beneficial to the CoTJtrollerate. The Committee feel that by procuring 
goods directly from the small scale manufacturers, not only the middlemen's 
margins will be eliminated but also the price will be more competitive and the 
delays in supplies will also be curtailed. Such a . measure would give impetus 
to the Government policy to encourage small scale units. 

1.115 The Committee are preturbed tu find that CPRO has incurred 
extra expenditure of Rs . 1.44 lakhs · on procurement of waste cotton coloured 
and rage cott011 coloured due to non-acceptance of lowest tender and resorting 
to retendering . The Ministry of Defence have stated that the lowest tenderer 
withdrew bis offer and tender of the next lowest tender was not accep
table as thCSJperformance of this firm was not found satisfadory. This deci· 
sion is stated to have been based on the poor performance of its sister con
cern on an earlier occasion when substandard and unhygenic material was 
stated to have been supplied by that firm. In view of this fact, a market 
survey team bad fospected the premises of this firm and submitted 
a report. 1t is strange that this report of the survey team 
is not available with the CPRO and the same was not furnish to the Com
mittee when they asked for it. The Committee take a serious note of it. 
They are also concerned to find that suppliers with unsatisfactory and poor 
performance continued to be registered with the CPRO. The Ministry owe 
an explanation to the Committee on this account. It is equally a matter of 
concern that normal procedure of getting approval of Tender Purchase Com
mittee to the decision not to process the tender of this firm was done away 
with in this case on the plea of urgency which is also not convincing. 

1 1 16 The Committee note that Fast Transaction Team (FTT) headed 
by a Technical Officer functioning under the direct control of the CPRO was 
created to procure operationally required stores and m~chinery off the shelf. 
In keeping with the urgency of the requirements, the FTT deviated from the 
normal procedure in handling tender enquiries and collection of quotations by 
hand delivery as against the normal procedure of sending them by post ; 
allowing limited time for submission of quotations ; and obtaining lesser 
number of quotations thereby making the tenders less competitive. These 
deviations from the prescribed procedure make it imperative that procure
ment of items by the Fast Transaction Team should be confined to immedia~e 



rcquiremertts to keep the snips operational. HolVeVcr, the Committee find 
that during the years 1981-82, 1982·83 and 1983-84, the aggregate purchases 
effected by Fast Transaction Team amounted to Rs. 106.43 lakhs, Rs. 85 83 
lakbs and Rs 84.15 lakhs respectively and the procured stores included items 
of entertainment and furnishing . Volume of purchases through Fast Transa
ction Team is indicative of the failure of the CPRO to cater to the needs 
of the indentors through normal stores provisioning methods . The Committee 
desire that concerted4~teps should be taken to resort to purchases throueh 
Fast Transation Team. only in cases of the dire necessities. 

NEW DELHI: 

20 June, 1986 
30 Jyastha , 1908 (S) 

E. AYYAPU REDDY 
Chairman, 

Public Accounts Commitree 
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APPENDIX 1 

Extracts From Workstiidy Project Report Institute of Worksstutly Muss•orie 

Recommendations 

Pol ides & Rcgu/atfons 

176. Financial Powers to sign purchase orders be enhanced as 
follows : 

la) ACPRO - From Rs . 500/- to Rs. 2,000/

(b) DCPRO -- From Rs. 200 '.J/" lo Rs; l!,000/-

(c) . CPRO (i) Froni Rs : 8,000/- to Rs. 40,000 in ordinary cases. 

(ii) From Rs. 40.000/- to Rs. 50,000/- in urgent cases. 

(d) ASD-From Rs . 40,0('0/- in ordinary cases. 
and 

Delegated From Rs. 50,000/ in urgent 
to MS ca:ses. 

I 
I to 
I Rs. 
I I lakh 
I for 
J .all cases. 

J 77. Finaucial limit for placing purchase orders on the basis of 
limited tender enquiry to be enhanced from the present Rs. 50,000/
to Rs. 1,000,000/-. 

178. Penalty clause regarding supply of Items should be strictly 
adhered to. 

0 rga11isati011 

J 79- A full fledged Finance Section hea ded by an Accounts Officer 
designated as Financial Controller, to be set up unda CPRO. 

180. A Market Survey Team- consisting of experienced clerks and 
headed by a ·Market Survey Officer be formed under CPRO. . . 

18 I. A separate cell coasi~tiag of senior experienced sailors be posi
tioned permanently in CPRO's organisation to establish correct specifica
tions and description for all items, update the information as and when 
required , and progress computerisation of non computerised items. 

182. Processing of requisitions/x-slip in central registry to be elimina

ted. This would necessitate receipt of requisition on x-slips from CMP in 
three dist•iuct folders by tbe sonior superinteodetJ:t of the three sections viz. 
General Stores. Engineering and Electrical. 

47 
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183 . C lerk code oo requisitl oo s to be given by section Registration 
clerk whereas elerk code for x-slip can be g iven by enior updt. of the 
section. 

184 Registration Clerks should accord priority in registering the 
requisitions and X·slips and forwarding it to the concerned and sub section's 
supdt. 

185. Only operational requ isi tions :ire to be sent to DCPRO for bis 
perusal ·in a red folder. Remain ing requisitions sh ould be sent lo only 
ACPRO for peru al. 

186. There should be an ' Immedi ate Tray ' on the file Reck o f DCPRO 
and ACPRO where folders requi rin g priority attention will be pl aced. 

I 

187. Dak-sheets are to he dispensed with a nd supdt. sho uld mainta in 
Distribution Registers for recording distributions of requisi tions/X- lips 
and CSTs to clerks. 

188· Attending to vi ~it io g suppliers , visiti ::g supp liers in the market , 
aud carrying out a market survey should · be removed from the duties of 
purchase clerks. Market survey and vis iti ng suppliers should be entrusted 
to Market Survey Team as per para 180 above . Suppliers should not be 

allowed to contact the ·clerks on a ny acco unt. 

189. Purchase clerks should be requir d to prepare 3 TEs, 2 Purch ase 
Ord rc:rs and 5 letters as per revi ed norm_. 

190. Supdts . of sections s ho uld sit f acing th e cle rks . Office r 's cabins 
except CPRO should have tran parent partition so that the clerks and 
officers are in each others view. 

191. A D aily Progress Board maL .t a ined by s updt. of each section 

should be displayed a t prominent places in the secti on. 

192. Typewriters be reallocated to improve the utilisation . 

193. Plain paper copie r machine be procured for making copies of 
tender enquiries and purchase orders. With this machine TEs and pur~hasc 
orders will have to typed only u nce. 

194. Red , green and ye llow fo lde rs be Introduced for Purchase 
Orders, Tender Enqu ir ies and CSTs respectively to accord them priority 

at various stages. 

195. Possibility of" entrusting each purchase clerk with only a particu
lar activity like for exa mple one clerk will prepare only TEs, another only 
purchase orders etc ., be studied in detail . JI is foll that this set up will 
facilitate better adherance to laid dow n norms. 
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196. TEs of only operational requisitions/X-slips should be sent to 
DCPRO for his perusal for despateh to Vigilance Section. · 

197. Vigilance officer should receive TEs from all the i;ections on all 
the six days in a week and only random check be carried out instead of 
100% as at present. 

198. TEs for operational requisitions after the signature of ACPRO 
should be sent to DCPRO directly rather than routing through ~updt. 

I 99. Envelopes for despatch of TEs and purchase orders should be 
of the window type and have the sender's name and 'OIGS' printed on 
them. 

200. Postal Frankers should be used for printing postal stamps on the 
envelopes. 

201. Tenders should be opened on all six days of the week and the 
tenders opened on any one day should not be restdcted to one particular 
section. 

202. Preparation of CSTs for quotations, the purchase order for 
which as likely to be within the financial powers of DCPRO should be 
eliminated. In this case, quotations will be required in duplicate from the 
suppliers. 

203. While preparing CSTs, in lieu of names of supplying companjes/ 
firms, only A,B,C,. .. coding be written. This coding will also have to be 
written on each quotation covered in a particular CST. 

204· CSTs from the vigilance section should be received directly by 
supdts instead of DCPROs. 

205. Proposal forms should be prepai·ed by clerks at the first instance 
itself and put up to ACPRO alongwith the CSTs. Writing of separate 

minutes can thus be deleted. 

206. Distribution of copies of purchase orders be controlled by us·joi: 
different coloured forms· for different authorities. 

207. A case should be taken up with the Government, for elimination 
of inspection of items covered by purchase orders of value less than Rs. 
500/-. If not possible for all items this should be taken up for atleast pro

prietary items costing less than Rs. 500/-

208 . Limit for payment from imprest in normal cases be raised from 
Rs· 1000/- to Rs. 2000/- and in urgent cases from Rs. 2000/- to 3000/-. 
Aceerdingly CPRO's . imprest hQlding at any time should be raised from 

Rs. I.S lakhs to 3 lakhs, 
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209. A~tion to payment to suppliers 5hould be initiated as soon u 
inspection is completed, and should not wait for the items to be taken 
on charge. 

210. Limit of proforma payment be increased from Rs. 20,000/
to 50,000/-

. 211. In case when an item is issued to a demanding authority from 
SE- I even before i as pect ion is carried out, a certificate from the user 
certifying the se rviceability of the item should be considered as the ia1pec
uion note and no separate in spection note need be prepared. 

Redelegation of Fi11r111cia Powers : Proposals against Sr. No. (a) to (c) 
have been brought in force locally vide ASD (BJ name memo 01/83 
(A!ppend1x 'A', )* and CPRO (B) lutcrnal Admiuistrative (l)rtler No. 2t:/83 
dated J 6 May 83(Appendix." B' ) • . 

177. '!Lnlfancement of ASfrs financial powers: A case for enhancement 
of financial po wers with justifi•::ation bas been forwarded tci Naval 
Headquarters vide enclosu re 'A' to ASD (B) Jetter DYCP/ADMi9656 
dated 02 April 32. CDA (N) letter S/02/DP dated 001 July 82 is alio 
relevant in this respect. 

178. Penalty Clau'se : As per rules , no penalty cl :.: use exists for local 
purchases . However, Security deposit ; of 5% is being recovered from 

1firms against CP/DP orders above Rs 50,000·i-. Though risk purchase 
clause also ex i. t on central purchase:;, the same bas never been evoked in 
absence of any judici a l expert ise in the purchase o rganis11tion. 

1 79 . . :Ftnance Section: A ca~e for full fledged finance section with 
justification has b.een forwarded to the Naval Headquarters vide enclosure 
'E' to ASD (13) letter DYCP/ADM/9656 dated 02 Apr 8 2. CDA (N) letter 
S/02/DT d ated 0 I July 82 is also relevant in this respect.. As an interim 
measure, the Administra tive Oll:lcer is doing the duties of the Officer iu
Charge, BilJ Sec tio n. 

180. Market Survey Team: A case for esta ~ili ~hme n t of Mark .:t Survey 
Team is pendi·ag with the Naval Headquarters vide enclosure 'F' of ASD 
(B) and CDA ( N) letters quoted above. An immediate formation of this 
team is considered most es e11tia l for this Organisation. 

181. Tccilnical Information Cell : The Borne strength of senior sailors 
with M .S. (O;ganisatioJJ) is far below the sanction strength. Moreover, 
no separate 11 saction for sailors exists for Procurement Organisation. 
However, efforts are in hand to crc;ate the cell with our own resources for 

* Not verifi ed in Audit. 



the present. On approval of the case against para 180 a bove and attach · 
ment of sailors t.o this Organisa:tion, the cell would be folly geared up. 

182. 'X' Slips in Central Registry : P roposal already implemented. 

183. Clerk Code: Proposal already implemented. 

184. Registration Clerk: Proposal already implemented. 

185. Operational Requisitions : Due to shortage of Officers in the 
Organisation (sanction strength 22; borne strength JO), only on·e officer is 
attached to each section, irrespective of the fact whether fi'e is design ated 
as DCPRO or ACPRO. As such the proposal is not valid for i mplementa
tion at present . 

186. fmmediate Tray: Action is in han q to implement the proposaled ,, 
UH. Distribution Registe rs ·: p ,·opos .d alreary impieme H::.d . 

188. Discussion with Venders: These duties are presently bein g ca rried 
out by tbe Officers of various purchase sections including CPRO. Purchase 
c\erk:> a re neither permit to vis it ma rket nor to speak to th vis it ing sup pl i
ers in this Organisation. 

189. Output for each purchase cleark : Efforts are in haDd to maintain 

optimum output from the staff. 

190. Para non-existan t in the report. 

191. Daily J>rogress board : Action in h a nd to impleq1ent the pro· 
p.)sal. 

192. Implementation of Typewriters: P oposal already implemented. 

19]. Plain paper coping: Action is be ing iii itia ted to procµr e the sam.e. 

194. Coloured files : Action· is in hand to implement the proposa l.!' for 
Tender Enquiring and CST. An purchase ex orders :ire req uired to be put
up along with old cases, the main file in n ormally used for the sam e. Thus 
coloured coded files for purchase orders are not considerable essential. 

195. One clerk one activity concept : This system is considered unsui~

table for present set up. Tbe·system will be resonsidered on introdu ction 
of new generation computer. 

196. Operational requisition : The proposal is not applicable in the 
present set up as only one officer is attached to each section. 

197. Vetting of TEs : Proposal already implemented. 
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198. Rooting of Operational requisition : Proposal is ilot applicah1e 
Ja the present set up as only one officer is attached to each section. 

199. Window type envelopes : Introduction of such envelopes under 
litUdy. 

200. Postal Frankers : It is understood that postal Frank:ers 
"SERVICL'' marking do not exist. This proposal, therefor is not conside· 
red fcailible. 

201, Opening of Tenders : Proposal already implemented. 

202. Preparation of CSTs : In view of enhancement in the .Power of 
LPLCPRO, the proposal is not considered feasible. 

204. Modification of CSTs : The proposal of the study group cannot 
be implemented as the suggestion is not acceptable to the requirements of 
CDA(N) . If implemented a decoding statement has to be forwarded to the 
CDA. alongwith the CST, thus increasing work. 

205. Routing of CSTs : Proposal already implemented. 

206. Preparation of proposal form : The proposal is being introduced . 

207. Coloured CPO form : The proposal is not being considerd for 
implemementation as it would result in Joss of manbous thus counter 
productive. 

208. Waiving of Inspection : Further to para 2 of the Naval Headquar
ters letter under reference, it is recommended that inspection should be 
waived in respect of Proprietary Articles against firms gurantee for items 
valued upto Rs. 500/- irrespective of the total cost of the· purchases order. 
The Naval Headquarters may like to reconsider the case. 

209. Jmprest holding : Proposal already implemented . 

210. Proforma .Payment: This office letter DYCP/ADM/29 dated 31 
May, 83 regarding "Modification of Terms of Payment-Purchase Orders" 
is relevant. 

211. Inspection Note : Proposal is l)nder study for procedural implica
ti()DS· 
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f) .. 

IMPLEMENTATION OF RECOMMENDATIONS OF DIWS REPORT 

S. No. Rcommendations of DJWS 

2 

177. Financial limit for placing Purchases 
orders on the basis of limited Tender 
enquiry to be enhanced from the per
sent Rs. 50,0001· to Rs. 1,00,000/-

179. A full fledged Finance Section headed 
by an Accounts Officer designated as 
Financial Controller to be set up under 
CPRO. 

186. Ini media te Tray- There should be an 
" Jmmediate Tray" on the file rack of 
DOPRO and ACPRO where folders 
requiring priority attention will be 
placed. 

192. A daily Progress Board I!laintained by 
Supdt. of each section should be dis
played at prominent place in the 
section. 

194. Plain Paper Copier machine be pro
cured for making copies of tender 
enquiries and purchase orders With 
this machine TEs and Purchase Orders 
will have to be typed only once. 

200. Envelopes for despatch of TEs and 
Purchase Orders should be of the 
window typt and have the sender's 
name and "OIGS" printed on them. 

Progress Report oj Jmplemmtation 

3 

A case for enhancement of Financial Powers 
with justification has been forwarded to NHQ 
(DLS) vide MS(B) letter DYCP/ADM/29 dt. 06 
July 84* latter S/02/0P dt. 01 July · 82 is 
relevant. 

A case for full fledged Finance Section 
\Vith a justification· has been projected to NHQ 
in April 82. The case has been accepted by the 
NSEC. 

Th_: proposal has already been implemented . 

Five in, N o. ,Prestn;igraph Sign Boards have 
been procured for this purpose and the recom
mendation is being implemented . 

A Plain Paper Photo-copier machine
Make Logic System 316L has been procured 

under DGS&D rate contract and is now in use 
in CPRO(B). 

A case for introduction of window type en
velopes has been projected to DMR&F New 
Delhi. On receipt of supply of item from 
Government of India Stationery Officer, Calcutta. 
the recommendations will be implemented . 

Vb 
\# 
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20 I. Postal Fraokers should be used for 
printing postal stamps on the en- · 
velops. 

206. Proposal Forms should be prepared by 
clerks at the first instance itself and 
put up to ACPRO aloogwith the CSTS. 
Writting of separate minutes ocan be 
deleted . , 

211. Limit of Proforma payment be 
increased from Rs. 20.000/- to Rs . 
:0,0001- ' 

*In this connection CDA(t-l) 

3 

A postal Franking Machine Kilburn 9999 bas 
been procured under. DGS&O da rate contract 
from M/s. Machneill & Magor Ltd . Bombay and 
is now in use in CPRO(B). 

The proposal has now been introduced · 

A case for increase' of Proforma payment 
from existing Rs. 20,000/- to Rs. 50,000/- was 
put up to NHQ (DLS) vide MS (B) letter DYCP/ 
ADM/29 dt . 06 July 84 which is under scrutiny 
of CDA (N) Bombay. 

?7 

v.,. ...... 



APPENDIX fl 

(Vide para I. 5) 

Telephone: 5127018 

INCP/ ADM/97/16 

Office of the M aterial Superintendent 
Nagai Sto.re Depot, Ghatkoper West 
PO Bombay-400 086 

28 February, 1985 

The flag Offi cer Commaading-in-Chief 
Headquarters Western Naval Command 
Bombay. 

Performa1/ce Appraisal on CPEO(B) 

fo l· the year E11di11g 1984 

It is well koown th a' t the Logistic Management has brought in new 
awareness iµ Legisti_c ·Organisations ·toward's optimum utilisation of reso· 
urces and meeting the require ment of customers in time at most economic 
cost possible. The performance of Material Organisation depends a great 
deal on the avail a bility of items in bins as' per stooking policy . Strinctly 
speaking, if the procurement of al1 1items can take place in time whether 
against Central Purchase or Direct Purchase, major problem of sh ips and 
Dockyard can be overcome automatically. But, it is not so, as, procure
ment has its own peculiar probl , ms and constraints which have persisted 
despite the same being brought to the notice of higher authorities. How
ever. notwithstanding the constraints, the Controllerate of Procurement 
has made comme11d able strides towards solving problems in many related 
a reas to ensure improvement both in procurement and compliance . As a 
result, availability of items toJ.ay is far better than what it was in' past. 
Jt is in this context that it is considered necessary to highli2ht some of the 
steps and measures, this Controllerate bas taken to streamline the system 
to meet the challenging task of procurement. The various steps ta ken 
and changes brought about are as under :-

(a) Training: As is known that procurement is a specialised job, 
which needs application of rules and regulations of financial 
nature and thorough knowledge of procedure of procurement. 
A concerted efforts bas been made io impart in-home training to 
staff by organising lectures on different subjects like awareness 
and importance of computer in Logistics Management and detai 
led procedures of procurement etc. on a regular basis . This has 
opened the horizon and outlook of the personnel working in the 
Controllerate. 
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(b) Registration and De- re~istration The Controllerate had 
a mix of all kind of suppliers and vendors, major.ity of 
them traders. the list of which had not been scrutinised for 

long. Besides, no strict yardstick were followed towards regis
tration of suppliers in past. This bad given access to dubious and 
unscruplous suppliers to the Controllerate. In any purchase 
organisation, it is of utmost importance to have the correct list of 
approved suppliers which was lacking . It was from this point 
of view that new ' rules and regulations were framed for registra
tion vide CPRO letter DYCP/VIG/84/0.l dated 03 February, 19i4 
and complete vender list has scrutinised. All suppliers who were 
inactive and did not secure a single order during the last three 
years have been deregistered. Dossiors of suppliers on the active 
list but with dubious records and poor anticidents were also 
examined and an appreciable number deregistered. In total 
approximately 2100 suppliers have been deregistered · since 
January 1984. Acti9n has also been taken to register fresh 
suppliers, especially manufacturers after thorough scrutiny of 
their documents and verification of their capacity/capability. 
Over 50 new suppliers have been registered in 1984 and action is 
in hand to induct more and more reputed manufacturers. 

A more selective vendor list has resulted in better response to ten
der enquiries and more competitive purchase. The prices paid 
for various products today are much lower than the rate at which 
they were procured in the past. This is borne out from the 
computer data in respect of procurement prices available in com
puter. The saving to the state on account of this is about Rs; 2 
crores for the year 1984-

(c) Tender Enquiries' : Strict adherence to the pr~cedure laid down 
by Naval Headquarters in respect of tendering is bein11 enforced. 
The following qualitative improvement in tendering have also 
been introduced. 

(i) Forwarding of tender enquiries to correct type of vendors/ 
suppliers. 

(ii) Incorporation of correct drawing/specifications details. 

(iii) Incorporation of firm delivery schedule. 

(iv) Incorporation of liquidated damages and risk purchase clause 
in TE. 

{v) Ensuring despatch of all tender enquiries thro~h registered 
. post or certificate of posting. 
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(d) J,ocal P nrcbase Orders ; At the time of placement of order, 
thorough scrutiny is carried but of all the tenders and only the 
one which · is considered fit in all respect including favourable 
delivery schedule is selected for placement or orders. Further 
the following changes have been affected during the last one 
year :-

(i) Allotment of registration number centrally to all types of 
orders to keep the correct and systematic record of orders. 

(ii) Despatch of a ll orders by registered post. 

(iii) Forwarding of PAC to Naval Headquar ters at the time of 
placement of order. 

(iv) Feeding of if Order to computer within one week and rate 
correction thereof. 

(v) Stipulation of delivery by a particular data. 

(c) Standardisation of Lead Time : Standardisation of leadtime 
against Naval Headquarters Indents and local purchase requisi
tions did not exist in the past and a time bound activity shart 
could not be framed to monitor progress against requisitions . 
This has since been done and is as given below. This is being 
adhered to . This has helped in better monitoring adhered to. 
This h as helped in better monitoring of purchase orders and 
finally better materialisation of stores. 

(i) Lead time against Local/Direct purchase 3-4 months 

(ii) Lead time against Central Purchase 6-8 months 
Lead time chart is placed at enclosure 1 for perusal 

(f) Monitoring : A very close monitoring is requi red for follow up 
action against each order placed to ensure I 00% compliance. 
This has not been possible due to shortage of manpower. It is 
~tated that the computer can only help in giving the record of 
pending orders bu t it cannot expedite the suppliers by itself. This 
is a work area of the Controllerate, which is required to be streng· 
theped by positioning of additional officers. 

(g) Inspecting : Inspection is a pre-requisite before the item is 
accepted. Considerable delay in inspection was being accepted 
as a matter of routine in the past. This has been overcome by 

the following : 

(i) Close liaison with all the Inspecting agencies in Bombay : 

(ii) Progress Qf Jmpection beiug i.n0n i t<;ir~9 a~d \V at~h beiJ1g kept 
for~delay. . ' - · · 
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(iii) Inspecting agencies being requested for early inspection 
wherever necessary. 

(iv) Firm being asked to replace the defective material at the 
ea rliest possible. 

A close li aison with Inspecting agencies has resulted in positive res
ponse and thus higher rate of compliance ..:,f orders . 

(b) C learance of Bills : Expeditious cle<in1nce of bills is a good :au~e 
to the efficiency of any procurement orgaD"isation as any delay i.11 
paymen t is likely to re sult in firms quoting higher prices. During 
tbe la st one yea r. cl ose attention is being paid to early clearnce of 
f irms bill s. Concerted effort has been made to clear the back
log of proforma p::iyments which exceeded 40% nos. This fi:ure 
has been hrought down to 217 and a dedicated team bas been for
med to c lear even this back I og. Following measures have .been 
taken to ensure expeditious cle Ha nce of bills : 

(i) All the bills are being despatched within seven days from tbe 
d a te o f receipt of supply note. 

(ii) A c lose liaison is being kept wi th CTS and CWH for early 
issue o f supply note. 

( iii) Pro forma payment is being made o nly agaiust Inspection 
Note and del ivery ch a llan as <l ga in st delivery in the past. 

(iv) Out and out issues to ships have been restri cted agaimt pre
recei pted demand s. 

(j) Technica l lnformation Centre : T echnical Information is also 
catalogue of r roducts received from various agencies was lying 
dumped in the sample room. This has recently been ca talogued 
a nd sto cked systematicall y . As a result of the a bove, availability 
Rnd redt ' ievability of specificatio ns has been improYed considera
bly . Action to procure urgently required specifications bas also 
been initiated . With the availability of additional officer this 
te d rni ca l base of inform ation can be fu 1 ther str l'g thened. 

(k) Compliance Hate against Orders: Owing to various measures 
ta ke n by CPRO the materailisation of items aga inst orders has 
considerably improved. This is evident from the figures placed 
a t enclosure 2. It will be noticed that the compliance rate has 
touched an average on all time high of 80.41 % against 17th, 18th 
and 19th reviews aft~r intiating recent rejuvenating actions. 

( l) NHQ Indent : There w as a backlog of over 6000 items against 
N ava l Headquarter Indents in June 83 . With dedicuted efforts, 
this ba :,; been brou ght down to :!:'Iii and tbe Cci atrollerat~ h~s 1;1 

I\ 
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dear siate today. The materialisation of stores against indents 
have also shown unprecedent improvement. A graph indicatin: 
performance is placed at enclosure?· 

(m) Liquidated Damages : The contracts concluded oy CPRO 
against local purchases did not include a ' 'risk pu rchase or reco
very of liquid:.ited damages aguinst delayed delivery" 
clause ¥.1ith the result that CPRO had little control over suppliers 
10 ensure timely supply. This clause has now been incorporated 
in LPO contracts and liquidated damages are be ng recovered at 
the 1ate of 2% per month subject to a maximum of 10% on del a 
yed supplies. This has disciplined suppliers apprec i_ably who are 
now d.:Iivering supplies as per delive1 y schedul e· . 

(n) Updating of Computer: The reliability of computer recor ds 
about two years ago was as low as 20% . By constaat checkin " 

"' and updating records as also crea tlllg computer conscious.ne :> s 
amongst the staff, the reliability of computer data 1s now ov er 
95'/10 • Machinery spares which were not computerised have also 
now been put on CPRO computer tapes. Correct dated retriev al 
bas ena t,led monitoring of LPO through the 1.:omputcr, 

{o) CAT ' A ' Items and .llltroduction of ARS Systems: Timely pro
curement of Cat 'A ' items has enabled the successful implementa
tions of the ARS system by CMP { B). This has been possible to 
a large extent owing to the dedicated affort made by the Cc:llltrol
lerate of Procurement. 

(p) Procurement through Shipcbandlcrs : Pur1.:hase of items of . 
foreign origin through shipchandlers at an exorbitant price had 
been the no1 mal practices in the past. However, the purchase 
through shipchandlers has now been restricted to selected cntical 
items only & that too at a very reasonable price. 1t is now a prac
tice to scrutinise firms import documents and original telexes Lo 

ensure reasonableness of prices. This nas started paying divi dends 

as the price quoted by shipchandlers has shown downward trend 
in the recent past. 

It is pertinent to mention that some of the shipcbandlers had 
monopoly on certain imported item.; for years. Mis. Mol
oobhoy & Sons supplying Pyrotechn1ques and M/s. Brasoo sup· 
plymg METCO wires for years a t exorbitant prices are only 
few examples to quote. The same items are now being procured 
from other sources at almost half of the price paid in the past. 

. Likewise, monopoly of many other firms has been challanged and 
broken. 
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(q) Procurement against PAC: The Controllerate of Procurement 
has not been authorised to procure items of proprietary nature 
on a sir:gle tender basis beyond Rs. 10001- and hence CDA (N) 
bas been objecting to such pu rch ases in the past . Th is objection 
though raised is as far back as 1980 had 'remained unpersued and 
unresolved. By concerted effort, via media to satisfy the audit 
has been found and the same successfully implemented with con
currence of N aval Head q uarters. The case for delegation of 
p·owers for such purchases upto Rs. 50,000/- is in the final stage 
of approval of the Ministry of Defence (Finance). 

(r) Market Survey and Vigilance : Market survey though a vital 
fiinctiou for ascertaining prevalent prices, was not carried out in 
the past . This has been introduced to a limited extent durin the 
1ast one year. Market survey has enabled detection of syndicate 
bidding by suppliers as al so enabled reduction in prices of a 
number of items. Regretably owing to acute shortage of officers 
and lack of adequate t,rausport, area and scope of the market 
survey cannot be increased; though this activity would give Jar2e 
pay offs. 

The Vigilance cell which was working prefunctorily bas been rejuvena
ted. This has resulted in detection of malpractices. Disciplinary cases 
have also been initiated against staff members , and firms . adopting uno
thical practices have been de-registered . 

By constant vigil , malpractices have considerably reduced.An indicator 
of this has been a sharp drop in receipt of anonymous letter from 
2-3 per week to one/two a quarter. These anonymous letters were 
invariably against unfair practices being adopted by firms/CPROSs 
staff.. The biggest gain on account of the strict vigilance has 
been the eradication of malpractices and the improvement of the 
image of the organisation. Firms w ho earlier stayed away from 
dealing with this organisation are now coming forward for 
fresh registration among commercial firm s, it is ~considered a 
priviledge to be registered with CPRO. 

(s) Implementation of Recommendations of DI WS ·Report : Various 
recommendations made by the Defence Institute of Work S1udy 
in 1986 remained unimplemented till late 1983. By dedicated 
effort, all measures, within the purview of CORP have been 
implemented. A number of measures for which approval of 
DMRF/NHQ was required have also been introduced; the re
mainings are in the final stages of approval of the competent 
authority· 

(t) Pending Cases of Crash Local Purchase : Over 4700 cases of the 
crash local purchases were referred to CPRO for finalisation. · The 
cases were more than tw o years old and needed dedicated affort 
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on part ef CPRO for clearance. As of tol!ay, only &3 cases are 
pending which arc also being pursued vigorously for finalisation. 

(u) Progress · 'against Review : The compliance · rate · f~r order iss~cd 
against successive reviews has improved progressively reaching on 
all time high. This can be gauged from'thc graph in respect ef 
Re'views and A'dluJC procurement placed at Encl. 4. 

2. From the foregoing it will be seen that the efficiency of the Con
trollerate of Procurement has increa<ed considerably by streamlining and 
revision of purchases procedures, improving the support functions of 
purchase like market survey, vendor selection/analysis and main
taining a constant vigil against malpractices. The materialisation. 
of stores against LPO have reached · an all time high . The organisation now 
projects a 'clean• image and firms now consider it previledge to deal with 
this organisation. Further improvements in market survey, vender sele
ction, introduction of new and improved products· can1b'c brought about 
by making more officers and transport available to thci organisation. 
Enc;l : As ab"Ove 

Copy to : 

The Chief of the Naval Staff 
Naval Headquarters (RLS) 
New Delhi. 

''(AK GROSE) 
. Commodore 

Material Superintendent 

Enclosure 2 to MS (Dj Jetter DVCP/ADM/97/16 of 28 FEB 86 

J. 17th Reliew : All orders placed against 17th review have either 
materialised or cance!led. There is nothing pending as on today. 
Compliance rate is as under: 

(a) Engineering 

<b) Electrical 

(c) General 

94.87% 

93.65% 

86.47% 

2. 18th Review : It is stated that 100% orders have been placed 
against 18th review and the compliance rate against orders plactd 
is as under as on toclate : 

(a) Engineering 

(b) Electrical 

(c) General 

82.67% 

80.60% 

86.25% 
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l 19th Review : Orders placed 100~~ and compliance rate it as undE1' 
as of todatc: 
(a) Engineering 70.33% 
(b) Electrical . 75.23•/. 
(c> General 74.64% 

-4. 20th Review : Most of the orders have been placed except for a 
few, which •re i.n the final sta~e of placement of orders. 

Compliance rate against orders placed 

(a) Engineering 
(b) Electrical 
(c) General 

i'> as under : 

57 /;, 
60'Yo 
36% 

5. 21.st Review: Final print out of 21st review was forwarded to 
this Controllerate for procurement during October 1984, which is 
being progressed. The pace of placement of orders had not been 
as fast as it was desired ,. on accou.nt of i.hiftina of the Controlle
rate from Naval Store Depot, Sawri to Naval Store Depot, Ghat
k:opar In November/December 1984. However, all cff9rts are 
being made to complete the tender action and placement orders 
by March 1985. 
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(Vide Para l.34) 

Telephone 5127093 

Controller of Proturement 
Naval Stou Depot 
Ghatkopar, West 
Bombay ,400086 
04 February, 1985 

DYCPIG3A/605 
The Joint Director 
Audit 

Ref. to ·audit par11 No.156/F-8/C&AG Rrp/84 of U June U. 

Sir, 
The case of Soda Ash have been examined and the findings furnished 

below ;-
(i) .The LP Orders between November 1978 to May 1980 (S . No. 1 to . 

S. No. 11) were resorted to. because neither copy of RIC nor the 
DGS&D publications for list of items covered under rate contract 
seems to be available in the office at that time. 

(ii) LP Orders between July 19PO to February 1981 (S. No. 12 to S. 
No. 20) were placed, as the item was not reflected in the publica
tion of DGS & Don 30 June 1980. The publication of 31 Decem
ber 1980 is not held . 

(iii) LP Orders between February 1983 to October 1983 (S. No. 21 to 
S. No. 24) placed as the item was not reflected in the publication 
of 31 December, 1982 and in the publication of 30 June l9i2, 
though the item was reflected but it was to be centrally ope1ated 
by DGS & D during the period 01 November 1981 to 31 October 
I 982 RIC No. CD- llRC-0486/82-83/51 /764 & 765 dated 25 Nove
mber 198 l. 

2. Only during 01 July 1981 to 31 January 1982, Soda-Ash vide 
publication of 31 December 1981 under RIC No . CD-l/RC-0237/ 
80-81/Saurashtra/COAB/706 dated 30 January 1981 was to be 
operated by D.D.O. But it can be seen tha t during this period nt> 
LPO was placed for the same. · 

3. It is also mentioned that, in the recent publication of 3 I December 
1984, the item Soda-A!lh is not covered by any rate contract. 

Yours faithfully , 
Sdl-

(K. GHOSH) NSO 
DY. CONTROLLER PROCUREMFNT 
.for CONTROLLER PROCUREME.~'{ 



Details of soda ash as reftected in DGS & Ds Publication agaiast Orders 
mentioned below 

SI. No. Order No. and date 

1. 
2. 
3. 
4. 
5. 
6. 
7. 
g. 

'· IO. 
11. 
12. 
13 . 
14. 
15. 
16. 
17. 
18. 
19. 

20. 
21. 

22. 
23. 

124. 

Al973 dt 13.11.78 
A 1739 dt 23. I I.78 
A1993/78 dt 23.12.78 
A2071/78 dt 3.1.79 
A2224/78 d t 20. l. 79 
A2253/78 dt 7.3.79 
A0183/79 dt 7.5.79 
A0632/79 dt 24.7.79 
A0820/79 dt 9.8.79 
A0876/79 dt 1'8.8.79 
A0274/80 dt 12.5.80 
A0620/80 d t 4. 7 :80 
Al187/80 dt 25.9.80 
A 1479/80 dt 13.11.80 
A2035/81 dt 23.1.81 
AJ764/80 dt 22 12.80 
A2009/81dt17 . 1.81 
A20ll/81dt20. 1.81 
A2201 /80 dt 5.2.8 l 

Al703/80 dt 16.12.80 
Al317/82 dt 3.2.83 

H 1728/83 dt 2.8.83 
H293 l/83 dt 3.10.83 
I-12930/83 dt 8.10.83 

I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

Remarks 

DGS & D's Rate Contract 
Pub-publication was not avail
able with this Controllerate. 

l • 

In publication of 30.6.80, 
this item is not reflected. 

Not reflected in publication of 
30 6:80 

Not reflected in 31. 12. 81 
publication 

•Not reftecte9 in 30.6.80 
publication 
Not reflected in publication 
of 30.6.83 
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APPENDIX IV 
(vide Para 18 Introduction) 

32. Revie_w on the working of the Controllerate of Pr9cure111ent 

1. Introduction 

l.1 The Controllerate of Procurement (CPRO) came into being in 
1971, as part of the efforts to improve the material management proce
dures in the Navy, with the objective of procuring stores of the ri&ht 
quality in the right quantity, at the right price, at the right time and 
from the right source. · 

The CPRO is responsible for the procurement of stores classified under 
General, Engineering, Electrical and Electronics required for Naval units/ 
ships . The followi_ng types of indents/demands are processed· by the 
CPRO; 

-All items of store·s and machinery spares handled by the Mate
rial Superintendent ( v, S), valuing upto Rs. 0-50 lakh per 

item. 
-Ad-hoc requirements of Naval ships for meeting their urgent 

requirements. 
-Stores required to replenish stocks costing upto RS. 0.40 lakh 

per item. 
-Base demands of Naval Headquarters (Naval HQ) and ·any 

other indents projected by them. 

J .2 For purchase .of items ·required exclusively by the Navy a Cent
ral Purchdse Cell was created· at CPRO with effect from 1st- June 1976. All 
recurring recuirements were to be purchased centrally a._nd local purchases 
rcsor!ed to only for urgent and essential requirements. Analysis of the 
purchases made by CPRO, however , revealed that duing the years 1980-81 
and · 1981-82 the number of items purchased 1.ocally (LP) was far in excesi; 
of those purchased centrally (CP) as shown below :-

Year Number of orders Items Percentage to Total value 
covered total number of of orders 

Orders Items (Rs. in 
crores) 

1980-81 CP 223 525 1.3 1.7 U.2, 

LP .17' 194 29,7'2.0 98.7 98.3 16.83 
1981-82 CP 1,302 5,224 13.2 23,3 1.32 

LP 8,546 17,213 86.8 76.7 9°02 
1982-83 CP 1,025 16,776 15.8 57.4 10.93 

LP 5.462 12,473 84.2 42.6 6.38 

2. A test check of local purchases made by the CPRO (seleeted at 

random.), revealed the following irregularities : 
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2. I lhvit ntion to tender 
lnvitation to tender in the case of local yurchases under ~he limited 

tender system is required to be issueJ to a minimum of 7 firms for purchases 
of value upto Rs . 20,000 and 15· firms for purchases of value exceeding 
Rs 20,000 and upt.o· Rs . 50,000. Non-observance of these instructions was 
noticed ir.1 32 cases of tender enquiries (for purchases exceeding Rs . 20,000, 
issued during 1978-79 to 1982-83. 

2 2 S p!ir ting .up of req :iiremcnts 
Tn respect of .a few items selected for scrutiny for which there were 

regular a nd recuurring requirem1:nts and in considerable quantities, it was 
found that such requirements, were split so as to. bring them within the 
delegated financial powers of the Admiral Superinteodeott (ASD)/CPRO. 

· As a. result , the'e purclu1se escaped · the ~crutiny of the Tender Purchase 
Committee (TPC) which lrnd to examine purchases exceeding Rs. 50,000. 
In these cases, orders were spl it and pbced rcpea.tedly as indicated 
below .-

SI.. Item "1980;8 I 1981-82 1982-83 
No . -------- - .----- ·-- -------

Number Val tie Number Value Number Value 

of o rders (Rs'. in of orders Rs . in of orders (Rs . in 
lakbs) lakbs) lakhs) 

] . Soap laundry 29 8 .41 6 3.02 2 0.94 
2. Soa p soft Grade Tl 14 5.53 3 1.04 
3, Cuprous oxide 33 12.88 6.42 
4. Rope Polypropylin e 

Para pro (of differen.t 
types) 78 . 25.46 62 25 79 17 6.26 

5. Pai nt A d m ;1r Chocolate 14 4 32 9 4 52 

Note: No orders were rlaced for ce tral purchase of items at SJ. No 
I, 2, 3, a nd 4 during 1980-81 to 1982-83. 

3.1 Exrra expend1rure on focnf purchase of soda ash 
Soda ash techni ca l grad_e is consumed by the Nwy in considera ble quantitie ~ . 

This item is available on Di rector G e nera l, Supp :1 ·sand Oi :; posals(DG S&b) 

rate/running contracts. t.Jnder the st~nding. ins u uction s of Government, 
when item s conforming tq th e prescr ibed specifications are available on the 
DGS&D ra te/ru nning cont racts, the<e should be procured on ly from thC' 
firms enli ted in the DOS& D rate r unning contracts. Although soda. ash 

technical gra de. was available ·on th~e DGS&D rat e contracts, yet the CPRO 
re , orted to lo cal purchase from p1ivate firm~ at rates (varying between 
Rs . 2.80 and Rs. 4.40 per kg .) much highe r thun tbe DGS&D rates (varying 
between Rs. I .05 and Rs. 2 l l per kg.) and procured 248 .tonnes costing 
R s. 7 .78 lakhs between Noveruber 1978 and October l983, thereby result· 
ing in extra exp ~ndi ure of Rs. 3 .09 l.l:lkhs., 
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J.2 Irregular procureme'ltt of a non-patternised iiem 

lo April 1979, Navul HQ instructed the Flag Officer Commanding-i n 
Chief (FOC-in-C) of a Naval Command to obtain a few numbers of 
commercial rain-c,>a ts for issue .to sailors quring the mo nsoon seasori for 
trial purposes with a view to replacing the exis ting rubber ramcoats. The 
FOC-in-C in turn instructed (May 1979) the CPRO to procure 14 numbers 
of commercial raincouts from the market and issue them to ten differen~ 
shirs/establishments for trial purposes. In respose to a telephonic enquiry 
on I 5th June 1979, the CPRO obtained quota tions on a single tender basis 
from firm 'A' for supply of raincoats nylon fini~h of quality suitable for 
use by scooter-riders ut Rs. 45 each an d of qu a lity suitable for 110 1rnal use 
at Rs . 37 each . This offer was a ccepted by the CPRO an d orders placed 
on 18th June [979 for supply of 7 numbers each of the two qualities of 
raincoats. 

During November-December 1979, the Nav al Command furn ished· to 
Naval HQ a detailed report on the raincoats procured from firm 'A' ind i
cating the results of trials and reco mniended that they would be suitable 
only for individuals who were not employed on strenous work. The life 
of the raincoats was assessed as o ne yesr. No orders were, ho wever, 

issued introducing the item in service as required under the prescribed 
procedure nor had Naval HQ intimated their decison on the inrroduct ion 
of plastic raincoa.ts into se. vice . Nevertheless. the CPRO placed (May 
1980) 5 Local Purchase Orders (LPOs) , for the supply of 5,000 ·num bers of 
rain coats of Rs. 37 each and 2 LPOs for 5,000 number qf souvester s at 

Rs. 4 each at a to tar cost of Rs. 2.05 lakhs from firm 'A'. 
The inspection authorities intimated the CPRO .that the quality of 

stores offered by the fi11ri for inspect on · being not .uniform at ~II, stores 
we -e accepted taking into consideration urgent requirement . They added 
that the firm be black-listed and pending orders for 1,068 plastic rainco ats 
and 1,500 souvesters be cancelled . However. the entire lot was acccoted, 
ignoring the Inspectors:s remarks and the CPRO asked (September 1980) 
t~e Inspector t ..> review bi s inspection reports. In reply to a n audit query 
as to the circumstances leading to the acceptance of rejected stores, the 
CPRO stated (October 1983) th a t the matt.er was being investigated. Re
sults of the investigation .were awaited (April 1984). 
4. Ui:inecessary procurement of stores : 

(a) Paint b.ituminous enamel 
4.1 The annual requirement of this paint was 10,000 kgs. a ;, per the 

records of the Co1~trollerate of Warehousing (CWH);Controllerate of 
Material Planning (CMP) . Againsc the requirement of 12,000 kgs. of 

this paint projected by the CWH on 27th September 1930 {wh\!n there was 
stock of 14,300 kg~.) . the CPRO placed I I LPOs between 30th l)ecember 
1980 and 10th January 1981 on a· local firm for the procurement of the 
required quantily at a total cost of R. 1.56 lakhs. The quantity ordered 
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against tac LPOs was received by the CWH between 6th March 1981 and 
12th May 1981. The entire stock remained unissued upto March 1984; 
the s:hell life of this stock expired by May 1982, resulting in a loss of Rs. 
I. 5~ lak:hs. · · 

The CWH also received 27,425 Kgs. of this paint during January-April 
1981 against pending COPs. Out of this, only 682 Kgs. could be issued upte 
March 1984: The shell life of the remaining stock: (26, 743 Kgs.) costing 
Rs. 1.90 lakhs expired l;>y April 1982. 

(b) Refractory materials : 

4.2 With a view to indigenisation of one of the items of refractory 
materials viz., 'refractory mortor cement', an indigenous development 
order was placed by the Department of Defent:e Supplies on firm 'C' in 
July 1980. The firm supplied (February 198 2) 400 Kgs. of this item at a 
total cost of Rs· 964 and the same was under users' trials (Mar.ch 1984). 
The CPRO had, however , placed an LPO.on a local firm for procurement 
of 4.905 Kgs. of this item at a total cost of Rs. 0-42 Jakh. The item suppli
ed (July 1982) by the firm was issued to the Naval Dockyard at station 'X' 
during October and December 1982. The entire quaatity was returned by 
the Dockyard to the CWH in April, 1983, being surplus to requirements. 
While the stock procured against the LPO was lying with the CWH,require
ments of this item in respect of Naval Dockyard and other ships. were 
being met through import. Th~ shelf life of the item would expire in July 

1984. . 

Further, the CPRO also placed lMar<fh and May 1983) two more LPOs 
for the procurement from fii:m 'D ' of 23,000 Kgs . of 'Plastic Refrach.>ry
Mix'-anotber refractory material at a cost of Rs. 0.92 lakb . 
Against these LPOs, 'the firm supplied 19,000 Kgs. of the material 
(total cost·: Rs. 0.77 lakh) between 15th June 1983 and 10th August 1983. 
No issues were made out of the material procured locally and the Navy's 
requirements continued to be met through import. 

Thus, the entire stock of the refractory mate fials purchased locnlly at 
a cosS of R:1. 1.19 lakhs was lying in stock unused (March 1984). 

(c) Paint ·bituminous black : 
4.3 Against three exclusive indents raised by N:aval HQ in February 

1979, April 1979 and October 1979, the CPRO concluded (between June 
1!180 and September 1981) three contracts with local firms 'E' .and 'F' fo.r 
the ·procurement of 66,498 litres of this paint at a total cost of Rs. 3 79 
lakbs. Out of the total quantity 57 ,500 litres of paint received by the 
CWH (consign.ee) between (april 1981 and December 1981 from the two 
firms.a quantity of only 36,742 litres could be issued till March 1984 anti 
the balance quantity of 20.758 litres (costing Rs. 1.34 . lakhs) remained 1n 
stock (March 1984) with shelf'life (of one year) ·already expired . 

(d) Paint sky blue : 



4.4 A \!IUantity of 10,900 litres of paint sky blue (cost : Rs. 2.86 lakbsJ 
procured against ) LPOs placed by the CPRO during July 1981 - March 
1982 and against the DGS&D contract of April 1981 was received by the 
CWH between December 1981 a1td October 1982, This quantity .was des
patched to a Naval Stores Depot (NSD) at station 'Y' between January 
and December 1982. The NSD returned (July 1983) 9,000 litres of the 
paint '-bl'ing excess to requirement" . The shelf life of this paint had 
already expired in October 1983. The unnecessaty procurement of this 
paint, its despatch to the NSD and its return t.o the CWH resulted in a less 
of Rs. 2.40 lakhs. 
(e) Syncolite Mosaic Layer and Topping 

4.5 Between August 1980 and November 1980, the CPRO placed 5 
LPOs on a local fir.m for supply of 30,000 kgs. of Syncolite Base Layer, 
20,100 · Kgs. and 25,300 Kgs . of Syncolite Mosaic Topping 'Yellow' and 
'Green' respectively at a total cost of Rs. 141 lakhs. The supplies· were 
made by the firm between February and May 1983. Meanwhile, in 
February 1983 another LPO was placed by the CPRO on the . amc firm for 
the procurement of 2,503 Kgs . of Syncolite Mosaic Topping 'yellow' at a 
total cost of Rs. 0.05 lakh . Supplies against th is order were made by th~ 
firm 'in April 1~83. Out of the stores received, only 1,000 Kgs . of Syacolite 
Bas.e Layer were is&ued and the balance valuing Rs. 1.44 lakhs remained 
in stock (March 1984). 
5. Procurement of paper labels at exorbitant rate 

5.1 In September 1980, the CPRO placed on LPO in firm 'G' for 
1mpply of 7 lakh numbers of label Manila (p ~ pe F labels) at the rate of Rs. 
'3 per thousand. T_he rate was justified by tbe CPRO on the ground that 
the previous purchase rate was Rs. 71 per thousand. The previous LPO 
dated 16th May 1979 (quantity 50,000) was for supply of cloth labels and 
not for paper labels. .Audit scrutiny also revealed that the · demand, based 
on which the procurement of 7 lakh labels was made, added upto 3 Jakh 
only and that in the limited tender enquiry floated for placement of the 
LPO, tend~r enquiries· were not issued to any of the previous suppliers. 

Five more LPOs were ~l aced on· private firms by the CPRO between 
· Nove~ber 1980 and January 1981 for the procurement of 18.30 la1'h of this 

item at prices ranging from Rs SO to Rs. 62.70 per thousand. Compared to 
the prevailing market rate of Rs. 22.25 per thousand the extra expenditure 
due to local purchase of paper labels at exorbitant rates workrd out to Rs. 
V.92 lakh. The CPRO had not produced the documents relating to these 
LPOs for audit scrutiny (March 1984). 

At the end of March 1984, the CWH held 28 lakh numbers of paper 
Jal, els which would be sufficient to meet requirement of the next 7 years. 

· The CPRO stated (October I 983) "The Group Officer and the dealing 
Clerk have already resigned from -service and no more in Indian Navy, 
Hence no clarification can be given''. 



6. Central Purchase 

Location '?f sources of su·pply and enl_istment of suppliers : 

·6. l An ·examin~ ti on of the procedure followed by the CPRO ·in 
respect of locatiilg sources of supply and registration of suppliers revealed 
the following deficiencies : 

Majority of the firms registered were either agents or retailers; 93 
out of 176 suppliers registered during 1983 were agents/retailers. 

Banker's Report regarding the financial standing of the firms was 
not obtained even in a single case. 

The capability and capacity of the firms as manufacturers/stockists 
were not assessed by competent inspection authority or by the 

CPRO· 

Out of the 176 registrations granted during 1981. to 1983. Jacome 
Tax Clearance Certificate was not obtained in 56 cases. 

Sales Tax Certificate was not obtained in 40 cases. 

Ownership certificate was not obtained in 61 cases. 

No registers were being maintained in respect of firms bl ack-listed, 
l:lanned or removed and fi rms whose registration was under 
consideration. 

Firms wc:re allowed t_o keep the registration beyond 3 years with
out revalidation. 

Further, separate lists of suppliers for central /direct/local purcbas·e 
were not maintained in spite of specific instructions by Government. The 
CPRO stated (October 1983) that all deficiences in the procedure, pointed 
out by Audit would be removed in a phase manner .. 

6.2 Extra expenditure on procurement of waste cotton coloured and 
rags cotton coloured . 

Naval HQ raised on the CPRO exclusive indent dated 5th May 1979 
for the procurement of 44,344 Kgs. of waste cotton colour.ed and 1,49,995 
Kgs. of rags cotton coloured at a total estimated cost of Rs. 8 56 lakhs 
(at the rate of Rs. 2.90 per Kg. for waste cotton coloured and Rs. 4.85 per 
Kg. for rags cotton coloured) with the stipulation that ·the items should 

. be delivered by the successful bidder on or before 30th ·September 1979. 
The CPRO received this indent on I Ith May l 979 and issued tender enquiry 
on 13th July 1979. The last date for receipt of tenders was fixed as 6th 
Noveml?~r 197~. all.owing a period of over 15 weeks for the submission of 
·quotations as against the normal time limit of 4-6 weeks. The CPRO · 
~received 6 quotations; the lowc:st and the next lowest ones were as u·nder : 
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Item 

W astc cotton coloured 

Rags cotton c?loured 

n 

Quotation 

Lowest : Rs. 3.86 per Kg. 
(Rs· 3.90 per Kg. less I per 
cent discount) form Firm 
'A-1'. 

Next lowest : Rs. 3.87 per Kg. 
(Rs. 3.7.5 per Kg. plus 3 per 
cent tax) from Firm .'B-1'. 

Lowest -. : Rs. 5.94 .per Kg. 

(Rs. 6 per Kg. less l per 
cent discount) from Firm 
'A-I' 

Next Lowest : Rs. 6 per kg. from 
Firm C-1 . 

. Though the comparative statement of tenders (CST) was prepared 
(6th November 1979) and firms 'A-I'- B-1' and 'C-1' were on the' 
"approved list of suppliers" o( the CPRO, further action to process the 
case through the TPC was not taken. Instead tenders were reinvited and 
in response to the tender enquiry"Of-20th Febrµary 1980 opened on 2nd May 
1980, the CPRO received 10 qriotations. The lowest among them was from 
firm 'D-1' which ranged from Rs . 2.18 to Rs. 3.05 per Kgs. for different 
types o'f waste cotton coloured and from Rs. 2.75 to Rs. 4 . .20 per Kg. for 
rai;s cot.ton coloured .1 Since the CPRO doubted the credibility of firm 
'D-1' offer, be made enquiries with the Naval Inspectorate at station '. Z' 
(where firm 'D- l' was located) about the capability of this firm to meet 
the Navy's requirements within the stipulated delivery period and accord
ing to the prescribed specifications. · On- receipt of the report of the Naval 
Inspectorate which confirmed the apprehensions of CPRO, the for the 
p.rocure'ment of the items was processed through the TPC. The TPC 
recommended the placement of order on firm '£-I', the next lowest tenderer 
whose rates w.ere Rs. .~ .97 per Kg . for · w a~te cotton coloured and 
Rs. 6.87 per Kg for rags cotton coloured and the same 
was approved by the competent authority. On 31st July, 1980 the CPRO 
concluded the .' contract with .firm 'E-1' and the supplies .were received 
between· September . 1980 and December 1980. During the period May 
1979 tQ the date of receipt (11th September 1980) of first supply against 
this contract, the CPRO purchased locally 97,000 Kgs. of waste cotton 
coloured and 1,05;850 Kgs. of rags cotton coloured. The · local punchase 
rates for these items varied from Rs. 3. 72 to R s. 4 per Kg. fo r w as~e colou
red and Rs. 5.60 to Rs. 6.87 per Kg. for ~ags cotton coloured. 'f.he bulk 
oi the local purchases '(62,000 Kgli. of waste cotton coloured at the. rate 
of R&. 4 P•r l<C· and · 60,550 Kas· of ra;s cotton coloured at th~ l'f\te of 
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R s. 6 87 per Kg.) was from firm 'E-1' to ·w hom the contract was evert 
tually awarded (July 1980). 

I 

Non-conclusion of contract against the lowest quotations rc:ceived in 
the first tender enquiry (November 1979) resulted in aµ extra expenditure 
of Rs. J .44 lakhs. 

6.3 Avoidable extra expenditure in procurement of sandals PVC 

Naval HQ ·raised on the CPRO an exclusive indent dated 14th January 
1981 for the procurement of 80,000 pairs of sandals PVC straps in different 
sizes, out of which 40,000 pairs were operational requirement. The estima
ted cost of the purchase was Rs. 9.60 Jakhs (at the rate of Rs. 12 per pair). 
The indent contained inter a/ia the following stipulations : 

The CPRO would issue tenders to all registered suppliers. allow
ing sufficient time to enable the firms situated outside to submit 
their quotations. 

Tenders would submit, along with their q notations, two pairs of 
sandals as tender samples, conforming to the prescribed specifica
tion and the test particulars of the item from a recognised/ 
registered laboratory. 

Naval AQ would scrutinise the CST and approve the samples - to 
guide the procurement and inspection. 

The CPRO would process the procurement through the TPC under 
the p rocedure prescribed for the direct purchase of stores/spares, 
etc. required exclusively by the Navy. 

The successful bidder would commence. supply from 1 Sth March 
1981 at a monthly rate of 20,000 pairs of sandals. 

The CPRO issued tender enquiry on 4th February 1981, specifying 
the last date for receipt of tenders as 14th May 1981. On 11th April 1911, 
the CPRO reported to Naval HQ that since the finalisation of the contraci: 
would take time, 40,000 pairs of sandals PVC would be procured through -
local purchase to meet the operational requirement. Between April 1981 
and June 1981, 31,000 pairs costing Rs. 3.70 lakhs were thus procured by 
the CPRO from two local suppliers at Rs. 11.95 per pair- Again~t the ent
der enquiry of 4th Feb. 1981 opened on 14th May 1981 , the CPRO received 
8 quotations, the lowest three among them befog Rs: J0.50 (plus Central 
Sales Tax at 4 per cent), Rs. 10.95 and Rs. J l.00 per, pair quoted by firms 
'A-2', ' B-2' and 'C-2' respectively. After scrutiny, these 'quotations were 
forwarded (May-June 19&1) to Na val HQ alongwit.k the CST etc. with th~ 
following remarks~ 
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Only one firm 'D-2' (not among the three loweit) had forwarded 
the samples alongwith the test certificate and th~ sandals PVC 
·of this firm were made out of virgin material wherctas those of 
other firms were made of reprocessed scrap. 

40,000 pairs of sandals required on operational basis had already 
been procured under local purchase powers on urgent basis. 

Naval HQ whic.h examined the case, communicated the followin1 
·remarks to the CPRO on 25th June 1981 : 

The offer of firm 'D-2' (viz. Rs. 19.77 per pair) alone fulfilled all 
the conditions of tenders enquiry. 

Except for the quotations of firms 'A-2', '<;-2' and 'D-2', who arc 
the manufacturers of the items, the other quotations were from 
the agents of manufacturers an.d hence had to be ignored. 

After taking into account the terms and conditions of the tender 
and the operational nature of half the quantity· of the inqe1'-t; the 
case be taken up with the TPC for the placement of order for 
40,000 pairs of sandals .PVC on firm 'D-2'. . 

Finns '.A-2' and 'C-2' whose quotations were lower should be 
advised to send their te~t reports from a recognised laboratory 
alongwith two pairs of samples and also to extend the validity of 
their offers until August 1981. · · 

After obtaining necessary approval of the TPC/competent· authority, 
the CPRO placed (July 1981) an order on firm 'D-2' for -40,000 pairs at a 
total cost of Rs. 7.91 la:khs (at the rate of Rs. 19.77 per pair). The supplies 
materialised during November 1981. 

On receipt of samples and test reports furnished by firms 'A-2' ~IJd 
'C-2' through the CPRO, Naval HQ advised (November 1981) the CPRO 
to procure the balance quantity of 40.000 pairs of sandals PVC from firm 
'A-2' at the rate of Rs. 1 I.35 per pair. The. requirement was, however, 
subsequently cancelled (June 1982) by Naval HQ. 

Thus, procurement of 40,000 pairs of sandals PVC from firm 'D-2' at 
a higher rate resulted in an avoidable extra expenditure of Rs. 3.64 Ialchs. 

7. Other interesting points 

7 .1 Procurement of stores on proprietary article certificates 

The procurement of stores. on single tender basis was resorted to by 
the CPRO on the pasis of proprietary article certificates even in cases 
where the brand name of a particular product wa$ indicated 1;rs the require:~ 
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mcint and the same was treated as proprietary product of the manufactur~rs 
of that product though there were other manufacturers of produ~ing the 
items bearing different brand names, vide instances given below : 

{l) Rope_ Polypropylene 

The requirment of this item was specified as "Polypropylene Parapro" 
being the brand· name of the polypropylene rope treating it as a proprietary 
product of firm 'XX' whereas other firms 'XA ', 'YA', 'ZA'., etc. were also 
manufacturing polypropylene rope. During September 1980 to October 
1983, purchases of the item · amounting to Rs. 64.01 lakhs were effected 
from firm 'XX' against 173 LPOs. 

(2) Foam .Rubber products 

The CPRO placed (February and may 1980) 5 LPOs for foam rubber 
items (costing Rs. 0.45 lakh) of brand name 'MM Foam' on firm 'AD' (an 
authorised dealer of the manufacturer) without inviting tenders on the 
ground that the items were proprietary products and were required 
urgently by the users. (though such products of equally good quality were 
marketed by several other manufacturers). 

7.2 Functioning of Fast Transaction Team . 

· A Fast Transaction Team (PTT) headed by a Technical Officer func
tioning under the direct control of the CPRO was created to procure ope
rationally · required · stores and machinery off the shelf. In keeping with 
the urgency of the requirments, the FTT deviated from tbe normal procure
ment procedure in the following respects : 

Hand delivery of tender enquiries and coJlection of quotations as 
against the normal procedure of sending them by post. 

Limited time allowed for submission of quotations. · 

Less number of quotation obtaieed making the tenders less com
petitive. 

These relaxed procedures made it imperati vc that procureme•1t of the 
items by the FTT should be confined to immediate requirements to keep 
the ships operational. During the years 1981-82 and 1982-83, purchases 
aggregating Rs. 106.43 lakhs and Rs . 85.83 lakhs respectively were effected 
by the FTT. A random scrutiny of the procuremepts made duoing 1982-83 

·revealed that stores for entertainment furnishing, etc. were procured. 

8. Summing up : The following points emerge from the review : 

98 .3 per· ce":t and 76.7 per cent of the total number of items covered 
~y the orders placed during the y~ars 1980-81 and 1981-82 respec
tively were procured throl.1gh local purchase: . 
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-"- ·lei respect of fast moving items where procurement should have 
been made through Central Purchase the requirements were iiplit 
and procurement made through LPOs within the delegated poweri; 
of lower competent financial authorhy. 

Piecemeal procurement through local purchase of soda ash despite 
the item being covered by the DGS&D rate contract resqlted in 
extra expenditure of Rs.0.09 lakhs. 

Irregular procurement of a non-patternised item (plastic raincoat) 
costing Rs. 2.05 lakhs against requirement of patternised item. 

Unnecessary procurement of stores valued at Rs. 9.83 lakhs, shelf 
" life of which had already expired or was nearing expiry. 

Irregular procurement of paper labels at exorbitant rates resultin g 
in extra expenditure of Rs. 0.92 lakh . . 

Extra expenditure of Rs. 1.44 lakhs in procurement of waste cot
ton- and rags cotton due to non-acceptance of lowest tender and 
resorting to rctendering. 

Avoidable extra expenditure of Rs . 3.64 lakhs .in procurement of 
sandals PVC due to non-acceptance -of lowest offe r. 

Incorrect procurement of stores such as rope polypropylene, foam 
rubber products, etc. (being marketed by several manufacturers) 
on single tender basis on the basis of proprietary article .certi· 
ficates. 

Large scale procurement of stores (costing Rs. 192.26 lakhs during 
1981-82 and 1982-83) by the FTT of the CPRO created for procure
ment of stores for operational requirement in violation of laid 
down guidelines. 

The review was issued to the Ministry in July 1984; their reply is 
awaited (November 1984) . 
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I. 

St11tement of Observations and Recommendations 

Para Ministry 
No. .concerned 

2 ~ 

l.93, Defence 
1.94 and 
1.95. 

Observations/Recommendations 

4 

The Controllerate of Proc\,lTernent 
(GPRO) was established in 1971 with 
the merger of two procurement orga
nisation-Naval Stores organisation 
(for purchase of naval stores)and Spare 
Parts Distribution ·Centre (for pur
chase of machinery spares) to improve 
the material management in the Navy. 
The new organisation is headed by a 
Material Superintendent who is assis
ted by four Controllers-(a) Control
ler of Warehousing (CWH), (b) Con
troller of Material Planning (CMP), 
(c) Controller of Procurement <CPRO) 
.and (d) Controller of Technical Ser
vices (CTS). The objectives ·to be 
.achieved by the Organisation were : 

"Prompt supply of required 
material at minimum cost with 
fewer occasions for rush pur.:. 
chases. 

· Reduced investment in the quick 
turnover of stocks.'' 

The Committee have been infor
med that for the achievemen t of these 
objectives a monthly evaluation re
port has been introduced w. e.f. 
Januan, 1983 to evaluate the pro
gress on various types of purchase 

. requisitions made by CPRO. An 
analysis of these reports show reduced 
lead time and higher materialisation 
of stores against orders placed by 
CPRO. 
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The Committee note that the 
working of CPRO was examined by 
an Expert Team from Defence Insti
tute of Work-study, Mussorie in 1980 
to suggest improvement in the wor
king of tbe Organisation. The Ex
port Team recommended enchance
men.t of financial powers of CPRO 
and various Naval Authorities, use of 
selective control for items required 
urgently, use of modern office equip
ment like Plain Paper Copier for rodu• 
cing Typing Work, use of labour 
sav_ing devices like Postal Frankini 
~achine ·and use of special stationery· 
etc. Excepting a few. all other major 
recommendations of the Expert Team 
·are stated to have been implemented. 
However; the information gathered 
by the Committee and the facts bro
ught out by the Audit amply brin11s 
out that all is not well with the fun
ctioning of the CPRO and the objec
tives of setting up of CPRO ~s en
umerated above are not fully achie
ved. These aspects are discussed in 
detail in succeeding paragraphs. 

The Expert T earn from the De
fence Institute of Work Study, Mus
sorie set up in 1980 had inter-alia 
recommended that financial limit fer 
placing Purchase Orders on the basis 
of limited tender enquiry be enhanced 
from Rs. 50,000 to Rs. 1,00,000; limit 
of proforma payment be increased 
from Rs. 20,000/- to Rs. 50,000/-; a 
full fledged Finance Section headed 
by an Accounts Officer designated as 
Financial Controller be set up under 
CPRO; A Market Survey Team con
sisting of experienced clerks and hea
ded by a Market Survey Officer be 
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Defence 
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formed under CPRO. No CQ~crete 
action appears to have been taken on 
these important recominendation1 
though these have been. accepted b~ 
the Naval Standing Establishment 
Committee since long. The Com
mittee r~gret to· find that action on 
these recommendations has been 
pending for long . The Committee 

. desire that action on these recommen
dations should be finalised and Com- . 
mittee informed within a period of 
six months. 

The Committee observe that the 
Material Superintendent, in his per
formance appraisal of CPRO dated 
28 February, 1985 has brought out 
inter alia. "(i) the list of registered 
su.ppliers and vendors had not been 
scrutinised and updated for long (ii) 
no strict yardsticks were followed for 
registration of suppliers in the past 
(iii) no formal orders on procedure to 
be followed for registration of sup
pliers existed prior to January 1984 · 
and (iv) there was no manual for the 
guidance of the Controllerate". These 
deficiencies gave access . to dubious 
and unscrupulous suppliers to the 
Controllerate. It is .astonishing that 
even after 13 years of its coming into 
existence, no procedure has been pre
scribed by CPRO for registration of 
suppliers and venders. The Com
mittee note that the general guidelines 
issued in August, 1982 for registra· 
tion of suppliers by the Ministry of 
Defence were not as rigid as those of 
DGS&D: The Committee desire that 
procedure in this respect should be as 
far as possible, identical to that 
foHowed by DGS&D. 
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The Committee find that the 
Project Report of Defence Institute of 
Workstudy, Mussorie had also reco
mmended setting up of a separate 
cell" consisting of senior experienced 
sailors to be positioned permanently 
in CPROs organisation to establish 
correct specifications and description 
for all items, update the information 
as and when required and progressiv. 
computerisation of non-computerised 
items. 

The material Superintendent also 
in his performance Appraisal 'Report 
for 1984, while stressing the need for 
a close monitoring for follow up 
action against each order placed, has 
pointed out that it had not been pos
sible due to shortage of man..,power. 
He· has stated that "computer can 
only help in giving the record of pen
ding orders but it cannot expedite the 
supplies by itself. This is a work 
area of the Controllerate, which is 
required to be strengthened by posi· 
tioning of additional officers. The 
Committee understand that these re
commendations have been accepted. 
If so, the Committee would like to 
know the action taken on these re
commendations. 

Performance Appraisal of CPRO by 
Material Superintendent, Naval Do
ckyard, Bombay states that "a more 
selective vender list had resulted in 
better response to tender enquiries · 
and more competitive purchase. fhe 
prices paid for various products were 
much lower than the rate at which 
they were procured in the past. This 
is borne out from the computer data 



I 2 

7. I.IOI 

s. i .102 

3 

Defence 

-do-

80 

4 

in respect of procurement prices 
available in computer. The saving to 
the Government on· this account has 
been stated to be about Rs. 2 crores 
for the year 1984." This statement 
viewed in the context of price escala
tion year after year indicates that 
purchases in the previous years were 
not made at fair prices. The Com· 
mittee consider that purchases made 
since the formation of CPRO need to 
be gone i~to thoroughly. The Com
mittee have been informed that the 
matter is being investigatedl in detail 
by the Ministry of Defence; The 
Committee would like to be infor
med, in due course, of the result of 
investigation and the follow up action 
taken in this regard. 

Another important recommenda
tion made by the Defence Institute of 
Workstudy, Mussorie to streamline 
the functioning of CP~O was with 
regard to the enhancement of finan
cial powers and for de·centralisatien 
of authority. A proposal in this re
gard was made to Naval Headquarters 
on 6 July, .1984. The existing finan· 
cial powers as enhanced in 1982 were 
delegated in October, 1976. The 

Committoe have been informed that 
further enhancement of financial 
powers. and de-centralisation of 
authority is presently under study at 
Naval Headquarters. A considerable 
delay bas already occurred in this 
case. The Committee trust that the 
matter wilJ be dealt with utmost ur
gency and an early decision would 
be taken in this regard. 

The Committee note that CPRO 
processes indents/demands for all 
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items of stores and machinery spares 
required by Naval Units/Ships hand
led by the Material Superintendent 
(MS) valued upto Rs. 0.50 lakh per 
annum; Ad-hoc requirements of 
Naval ships for meeting their urgena 
requirement; stores required to rep
lenish stocks cost_ing uptp Rs. 0.40 
lakb per item; Base demands of 
Naval Headquarters and any other 
indents projected by them. The 
Committee further note that a Cen
tral Purchase Cell was · created at 
CPRO in June .1976 for purchase of 
items required exclusively by the 
Navy. All recurring requirements 
were to be · met centrally and local 
purchases resorted to only for urgent 
and essential requirements. Local 
purchase as opposed to direct pur
chase is intended to meet ihe imme
diate requirements which may arise · 
due to delay in the materialisation of 
supply against normal indent or sud
den requirement which could. not be 
anticipated earlier. However, the 
Committee find that local purchases 
made by CPRO during the last couple 
of yea.rs bad been very high as comp
pared to Central Purchases. In 
1980-81 and 1981-82 local purchases 
were far in excess of the items pur
chased centraJJy. As pointed out by 
Audit, 98.3 per cent and 76.7 per cent 
of the total number of items covered 
by the orders placed during 1980-8 l 
and f981-82 respectively were pro-
cured through local purchase as com
pared to 1.7 per cent and 23.3 percent 
procured through central purchase. 
Though the value of central purchase 
viz. Rs . 29 lakhs vis-a-vis local pur
chase viz. Rs.l.!16.3 crores as reported 
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in the Audit para for the years 1980-
81 have been disputed by the Minis-. 
try of Defence, yet the Committee 
have reasons to believe that local 
purchases have been resorted to, 
excessively. They fail to understand 
.why full facts were not placed before 
t<he Audit earlier. The corrected 
figures of local purchase provided to 
the Committee amply bears testimony 
to the fact that the focal purchases· 
were far in excese. The locaf pur
cha·ses have shown persistent rise 
from Rs. 5.24 · crores in 1977-78 to 
.Rs. 15.33 crores in 1980.81. During 
1981.82 when it started declining local 
purchase was far Rs. 12.58 crores. 
The Defence Secretary ·has explained 
the reasons for this rise in local pur
e.bases in terms of reduction in "Pro-
curement Quantities from 3 ACL to 1 
ACL because it was felt that with 
computerisation and other facilities . 
and streamlining of procedures it · 
should be possible to make up with 
only one ACL". Subsequently, "bins 
werer emptied with the purchase 
orders placed on the DGS&:D which 
were not coming through, the num · 
her of denials of requisition was very 
large and consequently a modification 
had to be made in the year 1981 
taking it back to 3 ACL. During 
this period the pressure on the local 
purchase increased very much. The 
Committee are unable to accept this 
explanation as they find that volume 
of local purchases in the years 1982~ 

85 (whan the impact of 3 ACL was 
fully realised) was still very large 
r anging be. tween Rs. 6 crores to 8 
crores a year. The Committee re

.commend that . every efforts should be 
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made to improve the availability of 
stores through central purchase so as 
to reduce the quantum and need for 
local purchase to the barest minimum. 
The Committee also desire that sucb 
factors which make local purchases 
unavoidable arc controlled and pur
chases are made in a most cost effec-

. tive manner. 

The Committee note that wi th the 
growth of Indian Navy, work of in· · 
ventory control and management has 
increas~d manyfold with CPRO 
bandling inventories of various types 
that touch about half a million items. 
The very· rang~ of the items creates 
enormous difficulties in identification 
and inspection an.cl a lot of paper 
work. Wide fluctuations in usage 
rates and difficulties in demand for
casting coupled with untrained per
sonnel handling procurement function 
besides out-moded procurement pro
cedures have adversely affected the 
material management and inventory -
c;ontrol in the Controllerate of Pro
curement. 

Avoidance of (i) large inve·ntory 
(ii) higher inventory carrying costs 
(iii) Obsolescence and (iv) frequent 
deviation from the prescribed proce
dures for purchase of stores is a must 
for efficient store keeping for organi
sation of the size of CPRO. To 
achieve these objectives the Committee 
would like the Ministry of Defence to 
introduce modern office equipments 
and aids lik~ the latest computer 
system, besides training the staff put 
on procurement" of stores in modern 
material management including com-
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puter techniques. The Committee 
trust that with these aids the demand 
forecast would also be precise, lead
ing to better inventory control and 
effective material management. 

The Committee find that thouah 
the prescribed procedure of invitation 
to tender in the case of local purchase 
under limited tende.r system was not 
followed in 32 cases of tender enqui
ries for purchases exceeding Rs. 
20,000 issued during the year 1978-79 
to 1982-83, due to · unreliability of 
vendors registered and lesser nUtl)ber 
of registered vendors "than that stjpu
lated in the procedure. This is not 
at all a convincing explanation. It is 
in fact a sad commentary on the fun
ctioning of such a large and impor
tant organisation as CPRO which is 
entrusted with the · precurement of 
stores of various kinds for Naval 
stores to have carried unrealiable 
vendors on its registered list of Yen
dors. It is socking to note that no 
_vendor rating and analysis has been 
carried out ever since the ince_ption 
of CPRO. Equally deplorable is the 
fact that sufficient number of vendors 
has not been registered even to 
comply with the procedural require
ments. The Committee take·serious 
view of these lapses and would like 
the; whole issue to be probed into in 
depth to find out if it was a delibe
rate failure on the part of someone 
with malafide intentions. The comit
tee expect that Ministry of Defence 
would take expeditious action to 
carry out vendor rating early with a 
view to eliminate the unreliable 
vendors from the registered list and 
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review the position periodically. The 
Committee rec.ommends that suitable 
periodical inspection · procedure for 

· vendor list should be instituted imme· 
diately to. avoid recurrence of such 
lapses. They would also like that 
sufficiently large number of reliable 
vendors are enlisted with a view to 
get competitive bids when tender 
enquiries are floated in future. 

The Committee find that there 
were regular and recurring require
ments in considerable quantities of 
"laundry soap" "soap soft grade II' ' 
"cuprous oxide" " rope polypropyline 
parapro'' (of different types) and 
paint admar chocolate by the Navy. 
The Committee note with concern 
that local purchase orders of these 
requirements and also of other items 
which should have been procured 
through central purchase were split 
up so as . to bring them within the 
delegated financial powers of Admi
ral Superintendent (ASD)/CPRO. 
Part and frequent purchase of each 
or" these items ranging between 14 to 
78 numbers du.ring the year 1980-81 
escaped scrutiny of the Tender Pur
chase Committee (TCP) which had 
to examine the purchases exc;:eeding 
Rs. 50,0000 Similars plitting of order 
were also resorted to in 1981-82, 
1982-83 and 1983·8+. 

The Committee also note with 
concern that no orders for Central 
purchase of "laundry soap" "soap 
soft grade II'', "cuprous ·oxide" 
and "rope polypropyline parapso" 
were placed during the years 1980-81 
to 1982-83 as sufficient dues-in exist-

' 
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ed from of Central Punchase indents 
which had not materialised and were 
awaited at the tim~ of reviews. The 
Committee a.re informed that 
D.G.S.&D 21 with whom indents are 

· placed, take a very long time ranging 
from 12 "to 18 months for ~ender 
acceptance and for supply of 
indented material another 12 to I$ 
months are taken. To mitigate the 
situation a. working arrangement was 
arrived at by considering demands 
received on a single day for a particu
lar item as a separate item and effect 
local purchase therefor separately. 
The Committee view this situation 
with grave concern. They gain the 
impression that working arrangemetts 
in violation of the prescribed proce
dure were arrived at without bring
ing the matter to the notice of higher 
authorities. The Committee st'rongly 
deprecate the tendency of splitting 
of purchase orders in order to escape 

scrutiny by Tender Purchase 
Committee. The Committee would 
like the Ministry to ensure that this 
practice_ was not resorted to with 
ulterior motives by the unscrupulous 
officials. The Committee also recom
mend that the actual requirement for 
these items over a period s~ould be 
reflected in the annual review docu
ments to avoid local purchase orders 
as far as possible. As a Board · of 
Enquiry to enquire into these cases 
is already seized of the matter the 
Committee .would like to know its 
findings and the follow up action 
taken by the Ministry in the matter. 

The Committee also deplore the. 
unduly long time ranging from 12 to 
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18 months taken by DGS&D for ten
der acceptance and another 12 to 15 
months taken for supply of materials. 
n the instant case the position is 

more disquieting. Indent for laundry 
soap was placed with them in Mar~h 
1979 and the supply materiaJlsed in 
February to April 1984, i.e. after 5 · 
years. In the interregnum, no fresh 
orders were placed with them for 
Central Purchase of items which were .. 
required in considerable quantities 
on regular basis. The· unduly pro
longed delay in the supply of mate
rials through local purchase often at 
a considerable higher prices. Besides, 
as brought out in the subsequent · 
paras old. indents, materialised at a 
time when indentor had proeured the 
supplies from other sources resorted 
·to between November 78 to May 80 
because neither a copy of ·rate con
tract nor the DGS&D publications 
for list of items covered under rate 
contract were stated to be a'vailable 
with the CPRO at. that time. The 

1Ministry have pleaded ignorance of 
both, the existance of the rate cont
-ract and the chemi"cal name of the 
product. . The Committee cannot 
believe that the officers dealing · with 
stores purchase were oblivious of 
both the facts mentioned above. 
lfhey do not consider it an insurmou
ntable obstacle to obtain a copy of 
the OGS&D rate contract when the 
·same was not available with the 
CPRO. Again, the problem of 
·equating the specification given in 
Royal Navy BRs with commercially 
available .items could · have also 
easily been tackled by CPRO. As 
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such, resort to local purchase becaus<: 
of ignorance and non-availability of 
DGS&D rate list can hardly be justi
fied. The Secretary, Ministry of 
Defence admitted during evidence " I 
submit that at some stage at lower 
level there was some sort of confu
sion. For the period DGS&D rate 
contract was available, it should 
have been purchased through DOS& 
D." Unless proved otherwise, the 
Committee are inclined to suspect 
the bonafide of purchases of this 
item at much higher rates localJy by 
CPRO. The Committee desire that if 
it is reasonably possiblt; to identify 
the personnel responsible for pur
chase, they may be called upon to 
e~plain their conduct with a view to 
institute disciplinary action, if 
nec.;ssary . They also desire that 
commercial nomenclature of various 
items required by the Navy should 
be inserted into Royal Navy BRs to 
remove any ambiguity .in the specifica
tions for purchase and procurement. 

The CPRO ha<I obtained quota
tions from a firm on a single tender 
basis for supply of rai'ncoats of 
nylon finish quality suitable for use 
by scooter riders at Rs. 45 each and 
.the quality suitable for normal use 
at Rs. 37 each in response to a tele
phonic enquiry and had purchased 7 
number each of the two qualities . .of 
raincoats for trial purposes. In May, 
1980 instead of going though the 
normal procedure afresh of inviting 
quotations from prospective bidders, 
the Local Purchase orders were plac
ed . on the same firm for su'pply of 
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5000 number of raincoats at Rs. 37 
each and 5000 numbers of souvcsters 
at Rs. 4/- each at a total cost of Rs. 
2.05 lakhs. The Committee consider 
it highly obje('.tionable particularly 
in view of the high value of thci pur
chase order. The explanation that 
· 'previous year this firm had supplied 
these items and they were found satis
factory'' is not at all convincing. The 
Committee would like the Ministry 
of Defence to ensure that prescribed 
procedure is scrupulously adhered 
to in indenting requirements! The 
tendering · process should also be 
modernised. 

The Ccommittee are distressed 
to find t hat in the cases mentioned 
below due to excess purchases 
unnecessary stores valued at Rs. 9. i 3 
lakhs were held in stock by the 
CPRO though its shelf life had 
a lre aJy expired or was nearing 
expiry. Paint bituminous enamel 
was indented against the projected 
requirement of 12,000 kgs. when 
stock of 14,300 kgs. was already 
held. The indent was covered by 11 
local Purchase Orders placed 
betw~en 30 December 1980 and 10 
January 1981 on a local firm at a 
total cost of Rs. 1.56 lakhs. The 
supplies materialised during March 
and .May 1981. The entire stocks 
remained unutilised upto March 1984. 
Its shelf life. expired in May 1982 
resulting in a loss of Rs. 1.56 lakhs. 
Another supply of 27,425 kgs. of this 
paint was received during January
April. 1981 against pending Central 
Purchase Orders. Out of this, only 
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682 kgs. could be used upto March 
1984. The shelf life of the remain
ing quantity of 26,743 kgs. of paint 
stock expired in April 1982 and the 
paint deteriorated in quality. Simi
larly in ~arch 1984, the CPRO was 
maintaining a stock of 20, 7 54 ltrs. of 
paint bituminous black costing Rs. 
1.34 lakhs with shelf life of one year 

· already expired. The stock in stead 
of depletion, swell to 24694 litres, in 
August, 1985 and was expected to 
meet the requirements of next two 
years. The plea that no complaint 
has been received from customers 
about the deterioration of its quality 
is not convincing as the deterioration 
in the quality of paint is a slow 
process and cannot be detected 
easily. The contractual shelf life for 
these items is 12 months and the 
actual shelf life of marine paints are 
stated to be three years or even 
more. But the optimum gain from 
its use is derived only when its use is 
close to tbe date of manufacture. 

Again, the Committee find that 
large quantities of sincolite mosaic 
layer and topping and refactory 
materials procured at enormous cost 
through local purchase orders have 
remained ·untilised for long time. 
This unnecessary procurement of 
stores has resulted in not only block
ing of large storage pace and funds 
for considerable period, but also 
deterioration of its quality. The can 
only be termed as bad provisioning. 
The Committee feel that with better 
material management, this position 
could have been avoided . Deliveries 

·' 
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of stores against local purchase 
orders could have been rescheduled 
and suppliers advised to hold the 
supplies for the time being when 
central putchases of an item materia
lised unexpectedly after a long period 
of indenting. 

The Comittee are deeply perturb
ed to find that indents of paint 
bituminous black and paint bitumi
nous enamel placed as early as May 
1976 with the DGS&D materialised 
after five years in 1981. The Commit
tee have already commented on the 
aspect of indents materialising after 
long intervals in preceeding para
graphs. The long unjustified delays 
in supplying the materials leads to 
local purchase which itself takes a 
considerable time and building of 
unecessary and avoidable inventories 
which are not consumed during their 
shelf life besides locking of large 
funds. The Committee note that 
there is total absence of system of 
reviewing supplies likely to materialise 
against pending indents and to can
cel pending over·due indents against 
which supplies have not materialised 
on due time and the stores. no more 
required . The Committee recommeds 
suitable procedural measures t.o 
mitigate such situation should be 
devised immediately . 

The Committee view with serious 
concern the total absence of examina
tion of the ~redentials of the suppliers 
before enlistment viz. majority of 
firms registered were either agents or 

, suppliers; Banker's reports regarding 
their financial standing was not ob-
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tained even in a single case: the capa
bility and capacity of the firms as 
manufacturers/stockists were not 
assessed by competent inspection 
authority or by the CPRO. Basic 

· requirement of produc_tion of 
Income-tax clearance, sales tax 
and ownership certificates were 
also not complied in a lari:e number 
of cases. The Defence Secretary 
informed the Committee that he has 
recommended to Naval C.hief te 
constitute a Board of Enquiry to in
vestigate into the working of Con
trollerate of Procurement to ensure : 
(a) Whethe r the instructions 

issued in various Govt. letters 
on purchase had been .meticul
ously complied with. 

(b) If not implemented, the officen. 
responsible therefor and the ex
tent of their cuipability; 

(c) Disciplinary/administrative ac
tion to be taken against them; 

(d) Naval HQ recommendations as 
regards remedial measures that 
should be acopted to obviate 
recurrence of such lapses in 
future. 

The Naval Chief is reported to 
have been requested to furnish 
to the Ministry investigations 
made by the Board of Enquiry 
alogwith his recommendations 
regarding the improvement in 

the procurement procedure within 
six months. Besides, the· Chief of 
Logistics has also been asked to iden
tify the lacunae in the existing pro
cedure. The Committee would like 
to know. in due course, the outcome 
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of the investigations made by the 
Board of Enquiry and the action 
taken by the Ministry of Defence in 
pursuance thereof to plug the lacuns• 
that are found in the existing proce
dure. 

The Committee are surprised ta 
find that majority of the firms re&is
tcrcd as suppliers with the Control
lerate of Procurement are either 
agents or retailers. In 1981-83, out 
of 176 suppliers registered, 93 were 
either agents or retailers. The Con
trollerate is not dealing ·directly with 
the manufacturers in small scale 
sector though a fair number of items 
required by it are manufactured by 
them. The Committee would like 
the Controllerate of Procurement to 
encourage and register small scale 
manufacturing units also as suppliers 
of various items required by them as 
it would be beneficial to the Control
lerate. The Committee feel that by 
procuring goods directly from (he 
small scale manufacturers, not only 
the middlemen's margins will be 
eliminated but also the price will be 
more competitive and the delays in 
.supplies will also be eurtailed. Such 
a measure would give impetus to the 
Government policy to encourage 
small scale units. 

The Committee are perturbed to 
find that CPRO has incurred extra 
expenditure of Rs. 1-44 lakhs on pro
curement of waste cotton coloured 
.and rag cotton coloured due to non
acceptance of lowest tender and . 
resorting to retendering. The Minis
try of Defence have stated that the 
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lowest tenderer withdrew his offer 
and tender of the next lowest ten
derer was not acceptable as the per
formance of this firm was not found 
satisfactory. This decision is stated 
to have been based on the poor per
formance of its sister cocern on an 
earlier occasion when substandard 
and unhygenic material was stated to 
have been supplied by that firm. In 
view of this fact, a market survey 
team bad inspected the premises of 
this firm and submitted a report. It 
is strange that this report of the 
survey team is not available with the 
CPRO and the same was not furnis
hed to the Committee when they 
asked for it. The Committee take a 
serious note of it. They are also con
cerned to find that suppliers with 
unsatisfactory an·d poor performance 
continued to be registered with the 
CPRO. The Ministry owe an explan
ation to the Committee on this 
account. It is equally a matter of 
concern that normal procedure of 
getting approval of Tender Purchase 
Committee to the decision not to 
process the tender of this firm was 
done away with in this case on the 
plea of urgency which is also not 
convincing. 

The Committee note that Fast 
Transaction Team (FTT) headed by 
a Technical Officer functioning undel' 
the direct control of the CPRO was 
created to procure operationally 
required stores and machinery off the 
shelf. In keeping with the urgency 
of the requirements, the FTT deviated 
from the normal procedure in hand
ling tender enquiries and collection 
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of quotations by hand delivery as 
against the normal procedure of 
sending them by post; allowing limi
ted time fQr submission of quota
tions; and obtaining lesser number of 
quotations thereby making the ten
ders less competitive. These devia
tions from the prescribed procedure 
make it imperative that procurement 
of items by the Fast Transaction 
Team should be confined to immedi
ate requirements to keep the ships 
operational. However, the Com
mittee find that dudng the years 
1981-82, 1982-83 and 1983-8-4, the 
aggregate purchases effected by Fast 
Transaction Team amounted to Rs. 
106.43 lakhs, Rs. 35.83 Iakhs and 
Rs. 84.15 lakhs respectively and the 
procured stores included items of 
entertainment and furnishing. Volu
me of purchases through Fast 
Transaction Team is indicative of 
the failures of the CPRO to cater to 
the needs of the indentors through 
normal stores provisioning methods. 
The Committee desire that concerted/ 
steps sbou ld be taken to resort to 
purchases through Fast Transaction 
Team only in cases of dire necessities. 
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Secunderabad-500361. 

BIHAR 
2. M/ s. Crown BoC'k Depot, 

Uoper Bazar, Ranchi, Bihar. 
GUJARAT 

3. Th'! New Order Book Company 
Ellis Bridge, Ahemadabad-380006. 
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13. Mrs. Manimala, Buys anJ Sells, 
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14. M/s Jain liook Agency, 
C/9, Connaught Place, 
New Delhi.110066 • 
(T. No, 351663 & 350806). 

15. M/s. J.M. Jaina & Brnihen, 
P. Box 1020, Mori Oat~. Delhi. 
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16. M/s Oxford Book & Stationery Co., 
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