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INTRODUCTION 

I, the Chairman of Public Accounts Committee, as authorised by 
the Committee do present on their behalf this Hundred and Twenty-
First Report of the Committee (Fifth Lok Sabha) on the paragraphs 
contained in the Report of Comptroller and Auditor General of India 
for the year 1971-72, Union Government (Defence Services) relating 
to Defence Production. 

2. The Report of Comptroller and Auditor General of India for 
the year 1971-72, Union Government (Defence Service.;) was laid on 
the Table of the House on the 29th March, 1973. The Committee 
examined paragraphs relating to the Department of' Defence Pro-
duction on 30th and 31st October, 1973. The Committee considered 
and finalised this Report at their sitting held on 5th April, 1974. 
Minutes of these sittings from Part II- of the Report. 

3. A statement showing the summary of the main conclusionsl 
recommendations of the Committee is appended to the Report 
(Appendix V). For facility of reference, these have been printed-
in thick type in the body of the Report. 

4. The Committee place on record their appreciatio'l of the assis-
tance rendered to them in the examination of these Paragraphs by 
the Comptroller and Auditor General of India. 

5. The Committee would also like to express their thanks to the 
officers of the Department of Defence Production for the Coopera-
tion extended by them in giving information to the Committee. 

Nrw DELHI; 
April 5, 1974. ------
Chaitra 15. 1896 (8). 

--

JYOTIRMOY BOSU, 
Chainnan, 

Public Account. Committe •. 

-Not printed (one cycloltyled copylaid on the Table of the HOUle and 
five copies placed in the Parliament Library). 

(v) 



REPORT 
DELAY IN ACCEPTANCE OF OFFERS AND 

ARRANGING RE-SALE 

.Audit Paragraph 

1.1. An ordnance factory invited tenders for sale of 21.95 tonnes 
·of copper scrap in Novem:berlDecember 1969 and the tenders were 
..opened on 29th December, 1969. The highest acceptable offer re-
·ceived was Rs. 16,133.65 per tonne and was from a local firm. Thl.i 
offer was valid upto 27th March 1970 as indicated in the tender en-

·quiry. The factory recommended to the Director General, Ordnance 
-Factories, on 23rd January 1970 acceptance of this offer and the 
latter, after obtaining concurrence of associated Finance, adivsed 
the factory by an express delivery letter on 13th March 1970 to accept 
the ofter. The factory, however, received this letter on 27th March, 
1970 and communicated acceptance of the offer to the successful ten-
·derer on 10th April 1970. The latter declined to conclude the deal 
on the ground that the validity of the offer in question had expired 
.on 27th March, 1970. 

1.2. The scrap was then re·tendered in JunefJuly 1970 on the ad-
-vice of the Director General, Ordnance Factories, aud the tenders 
-were opened on 11th September, 1970. The highest after received 
this time was Rs. 14,61 per tonne. As indicated in the tender enquiry 
this after was valid upto 9th December, 1970. The factory recom-
mended to the Director General, Ordnance Factories, on 8th October 
1970 acceptance of this offer and the latter, after obtaining concur-
rence of associated Finance, advised telegraphically the factory on 
'28th November, 1970 to accept the offer. The factory received this 
telegram on 30th November, 1970 and communicated acceptance of 
the offer to the successful tenderer telegraphically on 9th December, 
1970. The latter sent a reply on 13th December, 197,) revoking the 
-offer on the ground that the validity period had expired. 

1.3. The Ministry of Law, to whom the matter was referred, 'itat-
oed in October, 1971, that in this case a contract had It-gaIly come into 
.existence between the parties on 9th December, 1~70 and. as the 
firm had committed a breach of the terms of the contract, there seem-
oed to be no objection to forfeiting the earnest money deposited by the 
flrm. About re-sale at the risk and cost of the firm, the Ministry 



of Law held that it might not be in order to do so at that distant. 
point of time as the contract came into existence OJ) 9th December~ 
1970 and" has to be performed "tthin 30 days from acceptance of" 
the offer. The earnest money of Rs. 2.500 deposited by tlie firm was 
accordi~gly forfeited. 

1.4. The material was ultimately disposed of by public auction in< 
February, 1972 at Rs. 9,200 per tonne. Had the offer" of December," 
1969 belm accepted within the validity period, the sale proceeds 
would have been more by Rs. 1.50 lakhs as compared with what 
was realised finally. Due to delay in arranging re-sale, the difference-
of Rs. 1.20 lakhs between the subsequent highest offer of September, 
1970 and the actual sale proceeds could not also be- realised. 

1.5. The Ministry stated (November, 1972) that the question whe-
ther there had been any avoidable delay on the part of the factory at 
any stage was being looked into and that the Directur General,. 
Ordnance Factories, had been asked to order an enquiry so that 
remedial measures could be taken to avoid delays in future. 

[paragraph 8 of the Report of the Comptroller and Auditor General' 
of India for the year 1971-72, Union Government (Defence-
Services)]. 

1.6. The follOWing chronological statement of events indicates the 
time taken for· scrutiny and according approval for the acceptance of' 
oftlce in the first tender: 

The tender was opened initially. 
The proposal with comparative statement of tenders Will 

forwarded by the factory through the Accounts Officer. 

The C.D.A. (Fys) forwarded the C.S.T. with recom-
mendatiOn to accept tDe offer of MIs 

The proposal was rece~ in D.G.O.F.Hqrs. 

eale submltined to DFA (Flys) Calcutta 
for concurrence. 

Case received back with concurrence of DFA(F1yt). 

Sanction for aale issued to OFD. Fy' .... by DGOF 

21.2.1970' 

3.3.197° 

7.3·1979-

under Espress Delivery letter. 13.3.19'70 

1.7. Asked about the reasons for the delay between 29th Decem-
ber, 1969 and !8rd January, 1970 on the part of the factory to for-
ward its recommendations, the Committee were informed, in a 
note, furnisbed by the Ministry of Defence. "40 firms applied for 
tender forms and offers were received from 18 firms. The tender in 
question was not only for disposal of the Copper Scrap mentioned 
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in the Audit para but alsO for another item viz., Noo-ferrotiS mixecf 
metal scrap Grade IV. Some of the firms had quoted for both the-
items while others quoted only for either of the items. The offers-
were also not straight forward. Some of the firms had hrtposed-
varying conditions which were not strictly in conformitY with the' 
tender stipulations. Hence the offers received requh'ed c81'dul 3nd 
close scrutiny to arrive at the offer that was most favo\l'1'able in all· 
respects and acceptable. Sometime was also taken in the prepara-
tion of drafts and typing out the proposals on the prescribed pro-
forma." 

The Secretary, Department of Defence Production, however, ad-
mitted during evidence that he had his own doubts whether the" 
entire period of 25 days should have been spent on th~3 effort. 

1.8. The Committee wanted to know the reasons for the subse-
quent delay between 23rd January, 1970 and 13th Mar<!h, 1970 in 
according approval for acceptance of the offer. The Ministry of' 
Defence, in a written note, stated: "The factory submitted their 
proposal to the Local Accounts Officer on 23-1-1970 who forwarded 
the same with his comments to CDA(FYS) Calcutta on 4-2-1970. 
CDA(FYS) in turn forwarded the case to DGOF on 21-2-1970 which' 
was received in the office of the DGOF on 26-2-1970. After sctutiny 
of the proposal, the case was forwarded to DFA(FYS) by the DGOF 
on 3-3-1970, who returned the case to DGOF On 3.3.1970, who return-
ed the case to DGOF with his concurrence on 5-3-1970, Sanction of 
the DGOF was issued on 13-3-1970." 

1.9. The Committee weI/! informed that while the sanction letter 
for sale was issued to the factory by DGOF under express delivery' 
letter on 13th March, 1970, the factory received this letter on 27th 
March, 1970. Regarding postal delay in transit, the Secretary, De-
partment of Defence Production informed during evidence that "we-
enquired from the post office but we were unable to elicit any speci-
fic explanation at all. ..... We also understand that a copy of th~· 
sanction which is endorsed to the factory's financial officet'S, never 
reached them at all and they had made good that deficiency by 
taking a copy from our file placing it on their record." 

1.10. When alked whether the factory, which was aware that the., 
o~er was valid upto 27th March, 1970, reJllinded the DGOF to ex~ 
dite the sanction. The Secretary, Department of Defence Production 
stated during evidence. "That would normally be to. ,But unfortu-
nately. no reminder seemed to have been sent by the factory at al1J 
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.on the occasion of the first tender. Thill is somewhat odd; it shows 
.the factory was not watching the progress." 

It is stated in the extracts of the findings of the Board of Enquiry 
Ithat "in regard to the lapse in not reminding the DGOF office in 
respect of the first tender, the exact reasons could not be ascertained 
.due to lapse of time and also since the staff who were dealing with 
th subject are not available." 

U1. The Committee desired to know that even if the acceptance 
·of the offer had been communicated on 27th March, 1970, a contract 
"Would hav.e legally come into existence between the parties. Why, 
then, did the factory not communicate the acceptance' of the offer 
to the tenderer on 27th March, 1976 itself The Committee were 
'Jnformed by the Ministry "The transmission of the DGOF's com-
ntunication to the concerned officelsection which was received in 
the Central Registry of tb-e factory on 27-3·1970 took sometime and 
,action could not t11erefore be taken on the same day itself." 

The Secretary, -DepaTtment of Defence Production stated during 
-evidence that on 27th March, 1970, the letter was. diarised in the 
.central legistry. According to the far.tory's procedure it. was put up 
"to the various officers concerned, it was received back in the app~o­
riate section on 2nd April, 1970. In reply to a question, the witness 
'has stated that 'the issue of the letter on the 10th April makes no 
.sense'. 

It was admitted by the 'Secretary, Deputment of Defence Produc-
tion during evidence that there was a possibility of some foul play 
and he was about to suggest a confidential enquiry as the records 
did not give much information. In a subsequent note, the Ministry 
have stated that the matter 'has been referred to the CBI and their 
findings will be commuri:lcated on receipt of their report. 

1.12. After the tenderer declined to conclude the deal on the 
·ground that the validity of the offer in question had expired on the 
27th March, 1970, the scrap was re-tendered in June/July, 1970. The 

'highest efter received this time was Rs. 14.661 per tonne. The ten-
1iel offer were valid upto 9tb December, 1970. The tender were 
. opened on 11th September, 1970. The factory forwarded recom-
mendation to DGOF for acceptance on 8th October, 1970 and DGOF 
advised telegraphically acceptance of the offer to factory on 28th 
"November, 1970. The factory received this telegram on 30th 
-November,' 1970 and communicated acceptance to the tenderer tele-
:sraphically on 9th 'December, 1970 (the last day of the validity of 
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-the offer). But the tenderer revoked the offer on the 13th Decem. 
'ber, 1970 on the ground that the validity period had expired. 

1.13. The Committee were informed during evidence that the 
tenderer' letter refusing to accept the offer was received in the fac· 

-tory on 18th April, 1970. The factory intimated the refusal to 
DGOF on 13th May, 1970 and the scrap was re-tendered on 26th 
.J'une, 1970. 

Asked why the recommendations were delayed by the factory 
till 8th October, 1970 on tenders opened on 11th September, 1970, 
the Ministry, in a note, stated: jjln the case of the 2nd tender, 16 
.firms had applied for tender forms but offers from only 5 firms were 
received by the due date. Since the response was poor, it was felt 
~that allowing for the postal delays, some late quotations with better 
-offers might be received. Hence it was considered advi'Sable to 
hold over submission of proposals for some time. The rest nf the 
time was taken up in examining the offers, preparing draft proposals 

-on the prescribed proforma, typing and other procedural matters." 
When pointed out whether it was a correct or regular procedure 

to keep the tender opel) after the closing date, the Secretary, De-
partment of Defence Production stated UNormally, I will say no. 
When you fix a date, you close it on that date. There is no question 

-.of waiting for other offers to come." 
The Secretary admitted during evidence that prior to the Board 

of Enquiry, no explanation was asked from them about this irregu-
larity. 

1.14. The following statement of chronological events indicate 
the time taken at the various stages in according approval for ac· 
-ceptance of the offer at the time of second tender: 

Date of forwardin, comparative statemrnt of tender to Loca1 Accounts 
OIBcet' li-10-1970 

Date of forwarding the case to CDA (Fya) by Local Accounts Officer. 26·., '.970 

Date of forwarding the case br CDA (Fya) to DGOF 7-11- 1970 

Rco:ipt of the case in the DGOP'. offic:e lo-U-191O 

Date of IlUbmission of the case to DFA(Fya) after examination 18-11-1910 

Date of receipt of the concurrence ofDFA (Fya) . 21-11-1910 

Issue of telepaphic approval by DGOF CO die factory • 28-11-1970 

i.15. It was admitted duriBl evidence by the Financial Adviser 
;that the time taken by the Loeal AccoUllts Ofticer in forwarding 
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the papers to Calcutta was longer and that could have been 8horter~ 

1.16. According to the Audit paragraph, while the factory received1 

the telegram containing sanction issued by the DGOF nn 30th Novem-
ber, 1970 but it communicated its acceptance to the tenderer by 
telegram only on 9th December, 1970, i.e., the date on which the-
validity of the ofter was to expire. The tenderer, however, sent a 
reply on 13th December, 1970 revoking the offer on the ground that 
th validity period had expired. 

1.17. Explaining the circumstances for issue of the telegram, the 
Ministry, in a note, stat~d "The telegram from DGOF was seen 
by the officer in charge of the factory on 30-11-70 and the communi-
cation reached the concerned section at 5.00 P.M. on 8-12-1970. Jh 
this connection the comments of the Board of Enquiry which investi-
gated the matter is reproduced below: 

'It appears that it is unfortunate that this telegram went to 
a wrong subgroup and had to be located just one day prior 
to the last date of the expiry of the tender.' 

Tele~ram addressed to the contraetor was issued on 9-12-70." 

1.18. The following note furnished by the Ministry, gives details 
of the movement of telegram of the persons who handled it: "The 
telegram was issued from the Esplanade Calcutta Telegram Office 
at 1600 hours on 28-11-70. The telegram received at Ordnance 
Factory, ...... bears the date seal of - - - ... Post Office on 29-U-70. 

As per records, the telegram was seen and initialled by the Officer-
in-Temporary Charge of the Factory. The Officer-in-Temporary 
Charge marked the telegram to Dy. Manager (Provisioning). The 
telegram was diarised by PA to Officer-in-Temporary Charge on 
1-12-70 and was despatched to the Assistant Manager (Provisioning). 
The Assistant Manager initialled the telegram on 2-12-70 and passed 
it on to Dy. Manager (PrOvisioning) who saw and initialled the tele-
gram on the same day (2-12-70). The telegram was then sent by 
Deputy t Manager (Provisioning) to the Section concerned namely 
Ct'ntral Purchase/Disposal Group in the Provisioning Section along-
with other papers through his Orderly as per normal practice. 

The telegram was actually initialled by the Head Clerk of Central> 
Purchase/Disposal Group on 8-12-70. On the same day the telegram 
was put up by Head Clerk to the Chargeman of the Group con-
cerned." 
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1.19. The Muuatry of Defence have furnished the following note 
-explaining the delay in referring the matter to the Ministry of Law 
-immediately after the receipt of ft~'s letter dated 13th December, 
1970 revoking the offer. "Action to refer the case to the Ministry 
-of Law at Calcutta was initiated with reference to the claim made 
by the firm for returning of Earnest Mo~ deposited by the firm 
:under the~ letters addressed to the factory dated 10-12-1970, 13-12-70 
and 14-2-71. The case was examined in the office of the DGOF and 
was referred to DFA(Fys) on 19-4-71. DFA(Fys) advised, under 
-his note daled 30-4-71, that apart fr-om the forfeiting of the Earnest 
Money, the legal validity of disposing the material at the risk aQ(l 
cost of the firm may also be referred to Ministry of Law. Accord-
.ingly, a reference was made to Ministry of Law at Calcutta on 
'7-5-71." 

1.20. The following note by DGOF, dated 18th January, 1913 
-indicates the time taken in obtaining the advice of the Ministry of 
Law in the matter:-

"(a) On 7-5-1971, the case was put up to the Ministry of Law 
for their advice. 

(b) On 14-5-1971, befote giving their final views on the sub-
ject Ministry of Law asked for copies of Invitation to 
tender, tender, accepUmce of tender abo all correspon-
dence between the Deptt. and the firm, including copies 
of all telegrams and letters referred to be placed on the 
file. Ministry of Law also wished to know the time of 
despatch of the acceptanoe to the firm. 

(c) On 25-5-1971 factory was asked to forward cQ~s of all 
correspondence called fOf by the Millistry of Law. 

(d) Factory was reminded on 28-6-71, 22-7-71, 2-9-71 and 
24-9-71 fOJ:: submission of relevant documents. On 25-9-71 
(received on 4-10-71) forwarded copies of documents 
called for regretting delay as the case was mislaid at 
their end. 

(e) D.G.O.F. returned the case to Ministry of Law on 26-10-1971. 

(f) Ministry of LaW's Ildvice received under U.O. Note of 
28-10-1971. 

_(g) Comments of Law Ministry conveyed to OF on 6-11-1971." 



8 

1.21. Asked that after 13th December, 1970 when the tenderer' 
refused to accept the contract, why it took -four months to refer the-
matter to the Ministry of Law and why no action was taken to expe-
dite the sale or public 8)lction at the cost of the tenderer, the witness 
replied. "I don't think that legal position was known clearly at that 
time,. when We went to the Law oftice, they gave the advice that it 
may not in order to effect the sale to this firm .... Our procedure is' 
such that selling within 30 days on the spot would probably not 
b~ possible in any case..... Under the orders now in force the 
General Manager can accept the highest bid in any case. So, there-
is no requirement of sanction or financial clearance. As such, the 
General Manager is fully within powers to dispose of these things. 
on snap basis...... We have tried to expedite the same procedures 
and certain orders have also been passed giving delegation of powers -
and laying down time limits by which these references had to be -
cleared at various levels." 

When asked that on 25th May, 1971, the factory was asked to 
forward copies of the correspondence to the Ministry of Law and' 
even after four reminders, why the papers were not sent, the witness 
replied: "We have been told that they misplaced the files and later 
on they sent the file~. It is certainly not a desirable feature." 

~1.22. The Committee were informed during evidence that at the-
time of auction of the scrap in February, 1972 while the market price 
of the scrap was Rs. 13.60 per kg. the reserve price was Rs. 10:00 per 
kg. and the book value was Rs. 9.06 kg, the scrap was sold at Rs. 
9.2 per kg. Asked as to why the scrap was sold even below the re-
serve price, the witness informed that they have got the discretion to 
sell it within 20 per cent of the reserve price. In reply to another 
question about the possibel misuse of 20 per cent margin, the witness· 
agreed that "the reserved price, if it is fixed, sho~ld not have the 
latitude of plus or minus." 

1.23 Asked when the price offered in the pubilc auction was. so 
loV\!, why the auction was not stopped, the witness stated: "A bus-
inessman would stop it straight-away, but this factory is not auth-
orised to do so. Secondly. there is no bar ...... as long as it covers 
the book value, we do not stop the auction. We have been advised to . 
adopt the normal auction procedure. But We are trying to get over 
it by having an agreement with National Small Scale Industries Cor-
poration. When we are selling it through them, we have a nego-
tlatiated price and We operate through this price. Speaking for my-
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self, if anybody is prepared, I would rather like to go into a long; 
term agreement with them and leave it to them to sell, because they-
have facilities for sales which we do not have. But, at the same 
time, I can have a settled price for copper for the public sector UDder--
takings on a long term basis." 

1.24. Statements showing the prevailing market price of copper-
scrap during 1969 to 1972 and the details of the auctions of copper 
scrap made by the Factory furnished by the Ministry &It desired by 
the Committee are reproduced at Appendices I & II respectively. 

1.25. The Committee wanted to know whether the scrap being 
sold at pres~nt could be suitably refined for reuse in the factory. 
The Ministry of Defence, in a note, have stated: "The speciftcatioD! 
for Brass to be used for manufacture of Small Arms Ammunition, 
Catridge Cases stipulates impurity limits as follows: 

Lead -02% max. 
Iron -05% " Bismuth '004% " Nickel '10% .. 
Tin '03% " Arsenic '01% ..-
Antimony '005% 
o her impurities '005% " 

2. The question of r~utilisation of SAA Fired Cartg case Scrap' 
for manufacture of new Cartg Cases has been examined in the pastp 

but it has not been possible to do so due to higher lead and antimony 
contents. These metallic impurities are picked up from the Cap 
Composition during firing. The presence of these impurities in the-
fired cartg case scrap renders the brass unsuitable for drawing into 
fresh cartridge cases and cases manufactured with such scrap are-
Jiable to crackes leading to failure of the ammunition. It must be-
stated that the successful manufacture of Small Arms Ammunition 
cdls for a strict control of the metallurgical specifications of the 
brass used, within very critical limits. 

3. At present for manufacture of SAA Cartridge Cases, use of 
70 per cent clean process scrap available in the Ordnance Factories 
and 30 per cent Virgin Metals has been specified. A small portion 
of SAA fired cartg case scrap, however, is being utilised in the Ord-
nance Factories with suitable addition of Zinc and Lead for manu-
facture of leaded 60140 Brass required for fuze composition but this; 
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luse would account only for a very small portion of the to~l ari~ 
4)f the scrap and hence a major portion of the scrap cannot be used. 
;against service requirements. 

4. The question whether a process by which Small Arms Am.-
:munition Fired Cartg CaSe scrap can be suitably refined for reuse 
'has also been examined in detail. A project for this purpOse was 
'taken up by R&D Orgn. of the Ministry of Defence in collaboration 
"With the Directorate General of Inspection and the DGOF. A pro-
.cess was developed by which the lobjectionable impurities' could 
!be oontrolled which involved the following stages. 

(i) manual sorting & removal of the cap by mechanical 
punching. 

(U) heating the cases to 650 degree C for about 2 hours. 

(iii) pickling in 5-7 per cent Sulphuric Acid, washing with 
water and drying. 

(Iv) melting and casting into ingots. 

ALthough the above process was a technical feasibility on a small 
~sc1l1e this was found to be an uneconomical proposition on a large 
:s~ale. This aspect, however, is further being looked into by the R 
.& 0 Organisation. 

5. The alternative possibility is to process the small arms am-
'munition cartg cases !!Crap arising for meeting the civil requireme:pts 
'for which the low percentage of the impurities present in the scrap 
is not objectionable. The country would, at any rate, have to im-
'port Copper & Zinc to meet th~ civil requirements and diversion 
-of the SAA scrap arisings to meet these requirements would to that 
-extent reduce the inlport requirements. It has been assessed, 
keeping in view the comparative economics of refinm.g the scrap to 
make it fit for reutilisation for serviCe requirements on the one band 
and that of pigging the same and supplying to civil requirements on 
'the other, that, it will be in the over all interests to adopt the latter 
alternative for the present. Accordingly the scrap is being pigged 
by the Ordnance Foctories and is being supplied to Small Scale In-
dustries requiring br8.i$ scrap thro,!-gh National Small Scale Indus-
'tries at prices which are negotiated from time to time." 

I.Zti. The Committee are deeply concerned to note ~rioU5 ~e1ays 
'lapses in the sale of 21.95 tonDes of copper scrap by an Ordnance 
".dory which resulted in a loss of as. 1.$0 lakbs. The scrap was 
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disposed of nt Rs. 9200 per tonne as against the highest ofter of Rs. 
16133.65 per tonne initially obtailled. The following narration of 
locts would. indicate strongly tbe possiltility of collusion with intent 
to defraud Government: 

(i) The tenders were initially invited in November/December. 
1969 and were opened on 29th December, 1169. The factory 
took as long as 25 days to scrutinise the tenders and for-
warding its recommendation to the DGOF. The Secretary, 
Defellce Production, admitted during evidence that he 
had his own doubts whether the entire period of 25 days 
should have been spent on this effort. 

,(ii) The highest ofter of Rs. 16,133.65 per tOnDe was valid upto 
27th March, 1970. The factory did not remind the DGOF 
at all t'o bring to his notice the date of expiry of the ofter. 
No satisfactory explanation is forthcoming for this lapse. 

(iii) The DGOF adviSed the factory by an Express delivery 
letter on 13th March, 1970 to accept the offer. But factory 
received the letter only on 27th March, 1970 after a lapse 
of 14 days. No specific explanation for this unusual delay 
in transit could be obtained. It is equally strange that a 
copy of the DOors letter endorsed to the Factory's 
Financial Officers never reached them at all. 

:(iv) The acceptance of the offer was not communicated to the 
tenderer on 27-3-70 itself and it was done only on 10th 
April, 1970 and the tenderer backed out. 

':(v) The tenderer's offer was close to the market rate of copper 
scrap reported in the Eastern Market Review. There was 
fan in market rate by Rs. 1,400 per tonne between the 
period 15th December, 1969 and 23rd March, 1970 which 
mealit a reductiQn of Rs. 30,730 in the value of 21.95 tonnes 
of copper scrap to be pUfthased by him. Therefore, the 
lapses Bnd delays whieh led to the tenderen backing 'out 

-assume sigaificance. The Secretary, Defence Production 
had to admit during evidence possibility of foul play. 

(vi) The scrap was retendered in June/Juiy, 1970 and the 
tenders we~e opelled oaly OIl 11th September, 1170. It Is 
surprising that tenders were kept open after the elosinc 
aate. 

"3,)8 LS-2 
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(vii) The highest offer on this occasion was Rs. 14,661 per tonne 
as against the market rate ranging from Rs. 14,500 to Rs. 
14,700 during August, 1970 and the beginning of Septemberr 

1970. The offer was valid upto 9th December, 1970. There-
was inordinate delay in recommending the acceptance of 
the offer. . 

(viii) The nGOF advised the Factory telegraphicany on 28th 
November, 1970 to accept the offer. Strangely again th~ 
telegram reached the concerned Section of the Factory 
at 5.00 P.M. on 8-12-70 just a day prior to the expiry of 
the tender. 

,(ix) The Factory communicated the acceptance on the 9th 
December, 1970 and the tenderer revoked the offer on the-
ground that the validity period had expired. In this con-
nection it should be noted that there was a fall of Rs. 
1300 per tonne in the market rate of copper scrap ltetween 
the end of July, 1969 and the beginning of December, 1970. 

(x) There was again delay in getting the opinion of Ministry 
of Law regarding the contention of the tenderer. Tbtt 
opinion could be obtained only in October, 1971. Curiously 
the factory is reported to have misplaced the. files call~ 
for by the Ministry of Law. Four reminders had to be-
sent by the DGOF to the factory but in vain. 

(xi) According to the Ministry of Law a contract had legally 
come into existence between the parties on 9th Decem-
ber, 1970. Unfortunately earnest money of Rs. 2500 only 
could be forfeited and the loss sustained 1)y Government 
could not be recovered owing to delay in arranging resale., 

Whatever enquiry was made earlier was clearly of a slipshod 
Dature. The Committee, however, learn that after they took evidence,. 
the case has been handed over to ~he CBI for investigation. a step' 
whi~h ought to bave been taken much elll'ller. The Committee ex-
pect the CDI to go, inter alia, into lapses/irregularities mentioned' 
above expeditiously. The Committee cfesii'e tliat exemplary action 
(including penal recovery) sbou1d be tatten against tbe officers and' 
staff found to have indulged in corrupt pradices. The- Committee-
would await a detailed report in t1US regard~ 
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.L27. Another aspect of the case which causes distress to the CQIIl-

mittee is the fixation of the reserve price for auction without due 
regard t'o the market rate. The scrap in question was auctioned in 
February, 1972. The reserve price fixed was only Rs. 10,000 per 
tonne when the market price was Rs. 13,600 per tonne. The price 
obtained was Rs. 9,200 per tonne which was slightly higher than the 
book value of Rs. 9,060 per tonne. The Committee have obtained the 
details of the auction of copper scrap by thisi Ordnance Factory 
during the past 5 years and found that in all the cases the reserve 
price was very low when compared to the prevailing market rate 
and the price obtained in some cases was even less than the reserve 
price but was slightly higher than the book value. This giv~s aD 
impression that the bidders somehow come to know of the reserve 
price as well as the book value and bid low. This impression is 
strengthened by the fact that whenever a tender is invited the quo-
tations received closely followed the market rate. The Committee 
would, therefore, call for a thorough investigation of the auctions 
conducted to see whether there was any collusion. 

1.28. The market rate of copper scrap was highly fluctuating dur-
ing this period. It was per tonne Ks. 11,800 on 3-2-1969, Rs. 16,800 
on 15-12-1969, Rs. 12,900 on 14-1-1971, Rs. 14,600 on 21-6-1971, Rs. 
12,800 on 29-11-1971 and Rs. 15,500 on 19-3-1973. Therefore, Govern-
ment ought to have been very careful to safeguarl theiJ' interests 
without allowing the purchasers to speCUlate at their cost. Unfortu-
nately the reserVe price fixed for auction is close to the book value 
computed with reference to the cost of acquisition which is totally 
irrelevant in a widely fluctuating market. The Committee, therefore, 
stress that the procedure for disposal of scrap and the method of 
valuation should be rationalised forthwith not only by the Defence 
Department but also by all the other Departments concemed. The 
Co~mittee would also in this context recommend that the advisibiJI-
ty of Government having their own melting' and reftning plants should 
be examined. 

1.29. Incidentally the Committee would also like Govemment to 
cQ.nsider setting up a sort of Metal Bank or Clearing House sO that 
it can lte ensured tbat the metal especially non-ferrous, rendered 
surplus or unflt for a particular use in one organisation can be pro-
fttably utilized elsewhere witbout beiDg disposed of at a lOIS. The 
Committ'ee consider this step necessary becaUSe non-ferrous metal 
H becoming costlier and Icraper in tbe market and it is essential to 
make the best Use of what is alread:v" available with tbe Govel'nment. 
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SALE OF COPPER SCRAP 

Au.dit PUragraph 

1.30. On 13~ March, 1970 an ordnance factory invited tenders for 
sale of 72.32 tonnes of copper scrap. The tenders received were open-
ed on 27th May, 1970. They were to remain open for acceptance for 
2 months from the date of opening i.e., upto 27th July, 1970. Out of 
the 4 offers received, the highest offer was from firm. 'X' at Rs. 14.177 
per tonne. This firm had specified that this rate was inclusive of 
excise duty, if leviable. 

1.31. The offer of the firm 'X' was recommended by the factory 
authorities on 30th May, 1970 to the Director General, Ordnance 
Factories, for acceptance. ,This communication was forwarded 
through the Controller of Defence Accounts who offered his recom-
mendations on 18th June, 1970 to the Director General,' Ordnance 
Factories. After exchange of some correspondence. the latter direct-
ed the factory authorities telegraphically on 10th July, 1970 to get 
confirmation from the Central Excise authorities that excise duty 
was not lev\able on the scrap. Those authorities had confirmed ear-
lier in January, 1969 that copper scrap which had not undergone any 
m~~ufacturing process could be cleared without payment of duty. 
This was known to the factory authorities as well as the Director 
General, Ordnance Factories. The former pointed out to the latter 
by telegram on 13th July, 1970 that the confirmation already obtain-
ed about non-levy of excise duty held gOOd. in this case as well. 
Again on 23rd July 1970, the factory authorities pointed out tele-
graphically to the Director General, Ordnance Factories, that fresh 
copfirmation from the Excise authorities was not considered neces-
sary as clear instruction about no,,-levy of excise duty on such scrap 
had alreary been received from the Excise department. The Director 
General, Ordnance Factories, however, asked the factory on 3lBt 
July, .1970 to obtain fresh confirm:,tion from the Excise authorities as 
advised by him earlier on 10th July, 1970. 

1.32. In the meantime, the period of validity of the offer of firm 
'X' had expired and the firm declined to extend the validity period 
of its offer upto 18th August, 1970 as requested by the factory autho~ 
rities. Subsequently, the Director General, Ordnance Factories, ask-
ed the factory on 23rd September, 1970 to invite fresh tenders for sale 
of the copper scrap. He also directed that it should be made clear in 
the invitation for tender that no excise duty was leviable on the 
scrap offered for sale. Accordingly, fresh tenders were invited by 
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the factory in bctober 1970 and opened in December, 1970. On the 
basis of the offers received as a result of the retendering and after 
obtaining concurrence of the Director General, Ordnance Factories, 
62.32 tonnes of scrap were sold at Rs. 11,111.11 per tonne to another 
firm 'Y' and 10 tonnes at Rs. 11,331 per tonne to another firm 'Z'. 

1.33. Central excise duty has never been levied on copper scrap. 
After the Director General, Ordnance Factories, had received the 
ordnance factory's communication dated 30th May, 1970, it should 
have been possible for him to ascertain, in time, from the Central 
Excise authorities whether excise duty was leviable on the scrap. 
Had that been done and the offer of firm 'X' accepted before its vali-
dity period expired on 27th July, 1970, the sale proceeds would have 
been more by Rs. 2.20 lakhs as compared with what was realised 
from sale of the scrap to firms 'Y' and 'Z'. 

1.34. The Ministry intimated (December, 1972) that in order to 
avoid such delays.in finalisation of sale offers, remedial instructions 
had since been issued and that the Director Genera 1, Ordnance Fac-
tories, was aslo considering laying down a time schedule for proces-
sing of cases at various levels. 

[Paragraph 9 of the Report of the Comptroller and Auditor 
General of India for the year 1971-72, Union Government 

(Defence Services)] 

1.35. The Committee learnt from Audit as under:--

"The offer of firm 'X' stipulated that the quotation was inclu-
sive of Excise Duty if applicable and while forwarding 
the CST to the DGOF, CDA (Fys) specially made a point 
that this condition specified by the Contractor should be 
taken into account before final acceptance of the offer. It 
was not clear from CST whether the rates quoted by the 
two other tenderers were inclusive or exclusive of Excise 
Duty. It was also not clear whether Excise Duty was 
payable or not for the sale in question. The DGOF, 
therefore. made a telegraphic reference to the factory on 
24th June, 1970 for obtaining the relevant information. 
The Factory in reply informed that the rates quoted by 
the other two tenderers were exclusive of 'Taxes' and re-
garding Excise Duty this was not payable as per confIr-
mation earlier obtained from the Excise Department. The 
Factory, however, did not specify the date when this COD-
firmation had been obtained from the Excise authorities. 
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The Factory, was, therefore, accordingly advised telegra-
phically on 10th July, 1970 to confirm that the term 
'Taxes' referred to was intended as 'Excise Duty' and 
whether this position as regards the leviability of Excise 
Duty still held good. The factory was also advised to 
forward a copy of the Third Schedule enclosed to the re-
levant tender forms to verify whether an indication re-
garding payment of Excise Duty existed therein to be 
paid by the purchaser since the offer of the firm 'X' stipu-
lated incisive of Excise Duty, if applicable. It was also 
considered essential to determine what amount of Excise 
Duty the firm 'X' had included in its offer, if applicable 
to enable a comparison of the offers made. On 18th July, 
1970 the Factory telegraphically informed that the firm 
'X' had confirmed that his quotations were Rs. 14,177 if 
Excise duty was not leviable and Rs. 12,677 if 
Excise Duty was leviable. In the original telegram re-
ceived from the Factory it was erroneously mentioned 
that Excise Duty was leviable, while post copy of the tele-
gram, mentioned that no Excise Duty was leviable. Thus 
there was a complete variance between the original and 
post copy of the telegram which caused some amount of 
confusion. The factory was, therefore, telegraphically 
requested on 22nd July, 1970 to check up the position and 
reconcile. The factory was also advised to obtain a fresh 
confirmation from the Excise Authorities regarding the 
leviability of the Ex~ise Duty since the decision quoted 
by them was obtained as early as January, 1969 and sim-
ultaneously to request the firm 'X', to el.-rend the validity 
of their offer till 18th August, 1970. On receipt of this 
telegram the factory replied stating that the confirmation 
earlier given by the Excise Department was dated 18th 
January, 1969 and was of a general nature and, therefore, 
it could be taken that Excise Duty was not leviable on 
sale of such scrap and no separate reference to Excise 

'~ Department may be called for. DGOF, however, was of 
the view that since the earlier confirmation from the 
Excise Authorities was as old as 18th January, 1969 a 
fresh confirmation should be obtained, particularly since 
another Factory was collecting Excise Duty on copper 
scrap whi~h was being sold by them." 

1.36. As regards the DGOF's view that since the earlier confirma-
tion from the Excise Authorities was as old as 18th January, 1969 
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a fresh confirmation should be obtained, particularly since the other 
Factory was colleCting excise duty on copper scrap which was sold 
!by them, the Committee were informed: 

"The other Factory had paid Central Excise duty on Copper 
Scrap not because Central Excise duty was leviable on 
Copper Scrap but because it failed to certify that excise 
duty was paid on virgin metal from which the scrapd had 
been recovered, vide copy of the letter No. V (26A) (30) 67-
CalV /67/5064-A dated 14th May, 1968 reproduced below: 

'Please refer to your letter No. 5397/13/S.H(P) dated 26th 
February, 1968 and 5397fI3fS.H.(P) dated 22nd March, 
1968.' 

In view of the facts that you are not in a position to certify 
that excise duty was paid on the virgin metals from which 
the scrap has been recovered, the scrap of copper in ques-
tion should pay duty as Crude Tariff item No. 26A (I) i.e. 
@ Rs. 1,500 per MIT." 

1.37. According to the Audit, DGOF had intimated them on 29th 
December, 1971 that no arsenical copper scrap had been sold by the 
<lther factory during the ~ears 1968-69, 1969-70 and 197()'71. 

1.38. The Committee enquired that instead of going into long 
negotiations and c:orrespondence with the factory, why it was not 
possible for the DaOF to contact personally the Excise authorities 
to find out whether the excise duty was leviable or not on the cop-
per scrap. The Secretary, Department of Defence Production stat-
ed: "1 understand, the nGOF was proceeding on the basis that ex-
cise duty would be leviable if on the parent metal from which scrap 
emanated, they had not paid excise duty .... He (D.G.O.F.) did not 
know the history of it. ... as to from what sort of metal the scrap 
had emanated, whether excise duty was paid on that, was not made 
dear to him. . . . .. That is why it was necessary for him to refer it 
back to the factory." 

The Committee asked that when the tenderer himself had quot-
ed Rs. 14,177 if exdse duty was not leviable and Rs. 12,677 if excise 
duty was leviable and the margin being there with the rate of duty 
1lt Rs. 1500 per tonne, why was the tender allowed to lapse by going 
Into unnecessary negotiations and correspondence. The witness sub-
mitted: "The dilema arose like this. The highest ofter was Rs. 14,177 
inclusive of excise duty and (the next offer was) Rs. 13,329 exclu-
_e of .exclee .duty. In order to adjudge the tender, we hac! to lmow 
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whether the duty was leviable or not. Then only we could adjudge 
which tender was better." 

1.40. Asked whether the time of inviting the tender, there was 
any difficulty in certifying that excise duty was not leviable on this 
sort of scrap, the Secretary, Department of Defence Production, 
stated during evidence "There is no reason why the factory should 
not have declared while calling for tenders that it is not chargeable-
to excise duty. They in fact reported it later repeatedly, but the 
contention remained .... " The matter will have to be gone into fur-
ther ..... if the enquiry reveals that some particuJar person is re&-
ponsible for this, action will be taken." 

The Ministry, in a subsequent note, have stated: "The matter-
has been investigated. As per procedure then existing, a specific 
stipulation was required to be made in the auction/tender notice-
issued by the Ordnance Factories o:lly in cases where excise duty 
was leviable. In the case in question, the General Manager Ord-
nance Factory was of the view that the excise duty was not leviable 
and hence no specific mention relating to excise duty was made in 
the tender notice. loll view of the above position there has heen no 
lapse on the part of the Factory management in not making a stipu-
lation while calling for tenders to the effect that the scrap was not 
chargf'able to excise duty." 

1.41. The follOWing note, furnished by the Ministry of Defence, 
indicates the steps taken to plug loopholes of the nature brought 
out in the Audit paragraph: "In the specific ca~e dealt with in the-
Au~it Para, the failure to ac~ept the highest offer received in res-
ponse to the tender enquiry within the validity period was partly 
due to the ambiguity regarding levi ability of Excise Duty and part-
ly due to procedural delays. The following steps have been taken 
to avoide similar delays in future: 

, 

(i) Central Board of Excise and Customs have issued instruc-
tions clearly laying down the procedure to be followed 
for ascertaining the excise duty leviable and for the col-
lection of the same, in case of disposal of surplus mate-
rials by Ordnance Factories ............ This circular has 
been circulated to all Ordnance Factories for compliance. 

(ii) In order to enable the nono-ferrous melting Ordnance-
Factories, who receive scrap from other factories to be 
slIre whether the scrap in question has already b~D 
charged Excise Duty, instructions have been issued by. 
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the DGOF to all Ordnance Factories, to the effect that 
while despatching scrap, the same should be accompanied 
by a certificate showing whether the scrap has already: 
Lorhe Excise duty or not ........... . 

(iii) . In order to m.inimise procedural delays and to ensure that 
acceptance of offers in respect of advertised tenders for 
disposal of surplus stores, is finalised within the validity 
period, the following steps have bee:1 taken: 

(a) The procedure has been streamlined and Regional Dir-
ectors·· have' been authorised to sanction disposaJs' in 
consultation with the Associat~d Financ~........ . 

(b) A time schedule for processing of cases at various levels' 
has been laid down for strict compliance. In this con-
nection a copy of DGOF circ~~ letter No. 212j2jSPIC 
dated 11th May, 1973 is at Appendix III.. 

4. A Study Group has been constituted to review the existing 
procedure in regard to disposal of surplus ferrous scrap/waste items 
in the Ordnance Factories. A copy of the M of D.O.M. No. 4119173\ 
D (Prod) dated 1st December, 1973 is at Appendix IV. 

1.~. During evidence, Member, Central Board of Excise and 
~ms informed the Committee as under: 

"the exemption for scral' was available from 1966. There 
were two exemptions. One was the general notification 
No. 119 of 1966 dated 16th July, 196'6. Now this was sub-
sequently modified providing .for an explanation. By this 
explanation all the scraps in the market is deemed to 
have discharged the crude stage of duty Rs. 1500 per 
tonne. That amendment was carried out ill Notification 
30 of 1987 dated 4th March, 1967". 

To this, the Secretary Depar~ent of Defence Production re-
acted: "that this was not known to D.G.O.F." . 

In a subsequent note, the Ministry of Defence inter alia stated:-

"Excise duty has been paid in respect of disposal of some cases 
of Copper Scrap by tende;. a1 ~etal and Steel Factory 
Ishapore a& indicated below air;lce the factory was Dotia. 
a position to certify that excise duty had already been 
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paid on the virgin copper for which the scrap in question 
arose. 

S.No. Year Type of Scrap Quantity Excise Duty 

(i) 1968-69 Copper Scrap Gde. III 20 MIT I RI. 30,000 

(ii) 1969-70 Copper Scrap Gde. IV 28, 2It MIT RI. 42,316' 50 

(iii) 1970-71 Copper Scrap Gde. III 199 MIT Rs. 2,98,500 

1.U. The Committee are distressed to find that Government sus-
tained a loss of Rs. 2.20 lakhs as a result of allowing an attractive 
~lIer for the purchase of 72.32 tonnes copper scrap from an Ordnance 
Factory, to lapse. They have noticed the following deficiencies and 
tapses in this connection: 

(i) Althol"gb the Ordnance Factory was clear that the scrap 
was not liable to excise duty, it was not mentioned in the 
tender notice for ftasons better known to them. Tbe 

tenderers were, therefore, left in doubt about the position. 
The sale offer was made less attractive to tbe tenderer~ 

(ii) The highest ofter was inclusive of excise duty, if leviable. 
As the Factory was clear about its non-Ieviability it should 
have been brought to the notice of the DGOF while re-
commending the ofter for his acceptance. Unfortunately 
again this was not done. 

(iii) A lot of time was lost in unnecessary correspondence bet-
ween the Ordnance Factory and the DGOF and in the 
meantime the period of validity of the ofter expired on 

27th luly, 1970. 

(iv) Significantly enough the telegram sent to the DGOF on 
18th luly, 1970 by the Factory mentioned tbat the excise 
duty was leviable while post copy of the telep-am men-
tioned that no excise duty was leviable which is reported 
to have caused confusion necessitating further correspon-
dence. 

The Committee desire that the above lapses should be thoroughly 
fovestlgated having regard to the fact that there was faU of Rs. 600 
per tonne In the market value of the scrap during the period from 
the dab of invitation of tenders to the date of expiry of the highest 

oOJrer. As there was a reduction of about Re. 43,400 in value of 72.32 
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tonnes of copper scrap to be purchased by him, the tenderer would 
:Seem to have manipulated with the help of dishonest officials to see 
somehow that, his tender was not accepted within the period of vali. 
dity. The Committee, therefore, urge that severe action (including 
penal recovery) should be taken against the officials found to have 
indulged in malpractices'. They are further of the view that this is 
also a fit case for a probe by the C.B.I. 

1.44. The Member, Central Board of Excise lind Customs inform. 
'ed the Committee that by a notification issued on 16th July, 1.966, 
'Scrap was exempted from excise duty. As per subsequent notifica· 
1ion dated 4th March, 1967, all the scrap in the market is deemed to 
have discharged the crude stage duty at Rs. 1500 per tonne. It is 
strange that the DGOF is stated to be not aware of this position. 
The Committee find that excise duty has been paid iu respect of dis· 
posal of some cases of copper scrap even after 1967-68 since it could 
not be certified that the duty had' already been paid on the virgin 
~opper from which the scrap arose. There would, however, appear 
to be no question of verifying the payment of crude stage duty after 
4th March, 1967. The Committee, therefore, desire that the matter 
should be gone into, inter alia, for giving suitably revised clear in-
'Structions to the lower formations so that the disposal of scrap may 
not be delayed. Similar action should be taken by the DGs&D. 
Railway Board and other organisations who are disposing of scrap 
materials. •• 

1.45. The Committee note that after they took evidence. Govern-
ment have constituted a Study Group to review the existing pro..ce-
dures in regard to disposal of scrap in the Ordnance Factories. The 
Steps taken to utilise the scrap as much as possible and to dispose of 
the balanee in the best interests of Government, arising out of the 
'Study, may be reported to the Committee. 

1.(4. The Committee also consider that the entire procedure 
'Should be revised so as to reduce the occurence of delays in the scru-
tiny of tender and its final acceptance. They note that normally 
tenderers are expected to keep open their offers fOI' a period of two 
months and that certain time schedule is laid down retently for the 
'Submission of the proposals for accepting. In a widely fluctuating 
market, it is inappropriate to fix so long a time limit. It should be 
cut down as much possible to safeguard the inh·rcst .. of Govern-
ment. 
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AN ORDNANCE FACTORY 

Avdit Paragraph 

1.47. Paragraph 3 of Annexure III to paragraph 15 of the certi-
ficate of the Controller General of Defence Accounts in the Appro-
priation Accounts of the Defence Services for 19"0·71 mentions the-
big shortfall in production in a n'ew ordnance Iactory. This is a 
heavy engineering factory and is one of the factories setting up of 
which was approved in February, 1963. Owing to difficulties in 
meeting the foreign exchange cost, it was decided (April, 1964) to 
execute the project in two phases. Due to non-availability of 
foreign aid it was decided in October, 1965 to implement phase I in 
two parts, namely, phase I-A and phase I-B. In phase It-A produc-
tion 'of A (with components) two components· of 13, F and G (both 
components) was to be undertaken. There were considered prio-
rity items and were already in production in other ordnance factor-
ies. In phase I-B production of one (remaining) component of B, 
C (with components), D (two varieties each with components), and 
E (with components) to be undertaken. 

1.48. The civil works for phases I-A and I-E were sanctioned' 
separately and upto March, 1972 about Rs. 14 crores were spent' 
thereon. Civil works have almost been completed (January, 1978) 
excepting timber store, rest shelters, air-(:onditioning of tool rooms, 
foundations for presses in one shop and weighbridge, etc., estimated' 
to cost about Rs. 2 crores more. 

1.49. The estimated cost of phase I-A (including Rs. 14.21 crores 
for civil works) is Rs. 26.14 crores. In March, 1966 sanction was 
issued for Rs. 11.22 ~ores for plant and machinery required ior that 
phase. The estimaed cost (in(;hlding Rs. 2.81 crores for civil works) 
of phase I-B is Rs. 25.44 crores. In October, 1966, sandion was ac-
corded for Rs. 22.27 crores for purchase of plant and machinery for 
that phase. 

\,1.50. It was decided hat a public sector undertaking in India 
sho'tlld collaborate with machine tool manufacturers abroad and 
deliver, tooled 'up 'machines for he factory with a plant for progres-
sive indigenisation. Indent action for plant and machinery for phase-
I-A cOII\D1enced in April, 1986. Substantial procurement action··for 
plant and machinery for phase I-B had to wait till indigenous de--
signs for almost all the produts of that phase were available. At 
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the time of sanction of that phase in October. 1966, the design of 
-only D was ready. Design of C was available only towards the end 
of 1969 and early 1970. Provisional design of E was available only 
towards the middle of 1972-the design has not yet been finalised 
'(January, 1973). 

1.51. By March, 1972 about 74 per cent of the machines required 
for phases I-A and I-B were ordered (by number), 72 per cent of 
those ordered (53 per cent of the total) were received, 85 per cent 
of those received (45 per cent of the total) had been installed and 
93 per cent of those installed (42 per cent of the total) had been 

·commissioned. Total expendit~re on this factory upto March, 1972 
was Rs. 26.30 crores. 

Phase-I-A 

1.52. All the equipments required for production of A. excepting 
heat treatment plant which is a major equipment, were in position 
by 1969-70. Initial trial production with imported forgings was done 
in 1969. The forgings equipment in the forge shop being of a spe-
cial nature, the design of the building for the shop is special. The 
building after construction was handed over to the factory authori-
ties towards the end of the first quarter of 1971. Production of A 
from forgings produced in this factory started in March, 1971. Pro-
duction of component 1 of A in 1971-72 was only 2.3 per cent of the 
factory's installed capacity while production of component 2 in that 
·year was 10.7 per cent. Component 2 is easier to produce. Produc-
tion of component 1 can be stepped up but for two principal difficul-
ties. One is that supply of steel from the producers in the public 
sector and the private sector has been far from satisfactory. The 
other reason is that the heat trea~ment plant ordered on an Indian 
firm through the Director General, Supplies and Disposals, in Noy.. 
ember, 1967 and due to be delivered by January, 1969 has not yet 
been received (January, 1973). This is due to changes in specifica-
tion and design considered essential. Further. conveyers !'Iupplied 
by an Indian firm could not be pu! to use after erection as their rer-
formance was far from satisfactory. The factory is at present pro-
ducing component 1 by heat treating the component in furnaces 
meant for heat treatment of tool steel in the tool room. To some ex-
tent assistance is also being taken from a public sector undertaking 
for heat treatment but this entails transport over a long distance. 
In December 1971, Rs. 73.12 lakhs worth of A were imported. 
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1.53. For production of one of the two components of B, action to' 
procure special purpose machines was initiated in 1966. After nego-
tiations about designs, orders for six machines were placed on the 
public sector undertaking in 1969. After modifications of the de-
signs, four machines were delivered in September, 1971. Orders for 
the remaining two were cancelled in May, 1971 ao; the public sector 
undertaking had asked for price increase which was not accepted. 
Order for five conventional machines in lieu of one special purpose 
machine -was placed on an I.ndi-an firm in July/August, 1971 and 
these were received in September, 1971. The special purpose mach-
ines supplied by the public sector undertaking have been perform-
ing erratically. Production of this component of B has been estab-
lished in the factory by using alternate methods for the operations 
supposed to be done on the special ,!,urpose machines. Its produo-
tion in 1971-72 was about 2 per cent of the factory's installed capa-
city. Further, orders for this component are also not adequate. 

1.54. Air receivers (required for production of the second com-
ponent of B) ordered on an Indian firm had also not been supplied 
(J&nuary, 1973) due to non-availability of tested steel. According-
ly, forgings were sent to another ordnance factory for grit blasting 
till the middle of 1971 after which alternate arrangement was made 
in thls ordnance factory for that purpose. The second component 
was sent to the inspector in October, 1972 for acceptance. The Min-
istry has stated (January, 1973) that after it is cleared by the in-
spector it would be possible to go in for bulk production of this-
component, but orders for B are inadequate. 

1.55. Facilities for production of F have been established. At pre-
sent, however, there are no orders on this factory for F and, there-
fore, some of the machines have been retooled .for other production. 

1.56. Production targets of phase I .. A in the factory were revised 
in April. 1970 and again in April, 1971. Under the second revision 
in ,April, 1971 the production target for 1971-72 was only about half 
ot"the reduced production target for that year fixed in April, 1970. 
Actual production in that year was only about half of the reduced 
production target for that year. 

Pha~e I-B 

1.57. Production of two components of C and the one component 
of B was expected to commence by 1974. The Ministry stated (Jan-
uary, 1973) that it would be possible to commence production of E 
by 1973 but there had been a fall in demand for that item, require-
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ment of wbich on a long term basis was itself likely to be reviewedp 
It was decided in October. 1966 not to produce one variety of D. In 
August, 1968 it was also decided not to produce the other variety 
of D as it was not acceptable to Army on technical grounds. There-
has been no production so far under phase I-B. 

1.58. As mentioned in paragraph 5 01 the Report for 197()"71 , due-
to time taken to put up the factory and the delay in the factory 
reaching its production capacity, 996 (out of 2677) residential quar-
ters costing Rs. 89.06 lakhs constructed between April, 1965 and 
July, 1970 for this factory were lying vacant (October, 1971). 

1.59. A new ordnance factory to undertake filling has recently 
been established. The expenditure. thereon upto the end' of March, 
1972 was Rs. 21.73 crores. The shortfall in production of the factory 
whose operations have been reviewed in the foregoing paragraph& 
vitally affected production in the newbr established filling factory. 
the production of which in 1971-72 was only about 3.2 per cent of 
its capacity. Reference to the filling factory has been made in I,tem 
1 of Annexure III of the certificate of the Controller General of 
Defence Accounts in the Appripriation Accounts of the Defence 
Services for 1971-72. 

[Paragraph 5A of the Report of the Comptroller and Auditor 
General of India for the year 1971-72, Union Government 

(Defence Services)] 

General 

1.60. The Committee desired to know whether any target date-
had been fixed for achieving full production in the factory. The 
Ministry in a note, have stated: "No target date was fixed for achiev-
ing full production either in respect of Phase I or Phase II. These 
were capacities intended to meet a major emergency and production 
targets could be fixed only on the basis of actual orders in relation 
to capacities available in other ordnance factories." 

The Ministry's reply also did not indicate whether any target 
date had been fixed for completion of the factory. 

1.61. Asked about the total estimated cost of the project in April 
1964 when it was decided to execute the project in two phases. the 
Ministry, in a note, has stated that the total estimated cost of the 
project for Phase I and Phase n as in April 1964 was Rs. 47.31 crore. 
including Rs. 18.02 crores in foreign exchange. Giving break-Up 
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figures of the cost of Phase I and Phase II, the Secretary, Depart-
ment of Defence Production stated during evidence that it was 
Rs. 37.92 crores for Phase I and Rs. 9.39 crores for Phase II. 

1.62. According to the Audit paragraph, the cost of Pha-se I has 
increased to Rs. 51.58 crores. When enquired about the reasons for 
inc tease in the estimated cost of Phase I from Rs. 37,1)2 crores in 
April 1964 to Rs. 5l.58 crores, the Secretary, Ministry of Defence has 
stated during evidence: "One reason is the normal rise in prices. 
TheI?- the figures .... were the pre-devalua.tion figures and there was 
element of escalation in cost. Then there was also increase in the 
~ost of civil works." 

When it was. pOinted out that the devaluation came only in 1965 
and the routine increase in the price did not warrant such a big 
incr~ase in the cost, the Secretary, Department of Defence Produc-
tion admitted that "the original estimates were, I am informed, 
rather rought and based on an indication of cost. The estimates 
whicb were ultimately sanctioned were relatively firm." 

1.63. The Committee were informed, in a note, by the Ministry 
that the total expenditure on the factory upto March 1973 was 
Rs. 38.76 crores (Rsl 14.20 crores on civil works and Rs. 24.55 crores 
-on Plant and Ma<:hinery). Asked about the approximate expendi-
ture to complete Phase I, the witness replied during evidence that 
"'our expenditure, as booked upto the present, is of the order of 
Rs. 38 crores. Our estimate is that we will probably and up with 
Rs. 55.89 crores or so". 

1.64. It has been stated in the Audit paragraph that owing to 
difficulties in meeting foreign exchange cost, it was decided in April 
1964 to execute the project in two phases and due to non- avail-
ability of foreign aid, it was further decided in October ] 965 to im-
plement Phase I into two parts, namely, Phase I-A and Phase I-B. 
The !:committee desired to know the foreign exchange involved in 
the first estimate (Rs. 37.92 crores) and in the revised estimate 
(Rs. 51.58 crores). The Committee were informed during evidence 
that in the f\rst one Rs. 13.72 crores was the foreign exchange in-
volved. and the foreign exchange involved in the revised estimate 
of Phase I was Rs. 19.62 crores. 

When pointed out that Phase I was divided into two phases on 
the grounds of difficulties in foreign exchange, but inspite of this 
difficulty, the revised estimate involved more foreign exchange, the 
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ADGOF stated during evidence: "Our plea is that the revised esti-
mate was more realistic than the earlier estimate of 1964 because 
it was based on the consultant's report who had obtained various 
-quotations; wherea.s our estimate was prepared rather in a. hurry; 
and it was not backed by actual quotations." 

1.65. The Committee desired to know about the present position 
"Of civil works for Phase I-A and Phase I-B. The Ministry of de-

. fence, in a note, have stated: "The civil works in Phase I-A ha.ve 
been completed except for some residual work on the Railway 
Weigh Bridge, construction of dial indicator room-Approach Road, 
provision of P.F. correction Relays, air-conditioning a portion of 
Tool Room, Reutilisation of Industrial Water, all sanctioned in 1972. 
As regards sanctioned civil works for Phase I-B, only 31 residential 
quarters sanctioned in 5eptember, 1972 are incomplete. There are 
'a few other items of civil works estimated at about Rs. 3 crores, 
which have deliberately been assigned a lower priority. On review 
quite a few of these items may not finally be constructed." 

Asked when is a review proposed to be conducted and what items 
will be given up, the Defence Production Secretary during evidence, 
has stated: "some of these items were given up altogether. They 
are ancilla,ry items like telephone exchange, Reception Office build-
ing, Welfare and Personnel Office, cycle sheds etc. Some of these 
would be built later on and some of these will not be built at all. 
Actually, the things to be built later on when financial resources 
become available are the balance of the quarters for whieh Rs. 190 
lakhs have been set apart and some small ancillary buildings." 

1.66. It is stated in the Audit paragraph that upto March 1972, 
'74 per cent of the machines required tor Phase I-A and Phase I-B 
were ord&ed, 53 per cent of the total machines were received; 45 
per cent of the total machines were commissioned. Asked about the 
latest position regarding receipt, installation and commissioning of 
machines, the Defence Production Secretary and the ADGOF have 
informed the Committee during evidence that 1869 machines were 
required for various shops of the factory. Orders were placed for 
1415 machines and 1201 machines had been received. Of these, 1145 
machines have been commissioned now. 

'The Committee desired to know the reasons lor delay in receipt 
1)f the machines and how soon the rest of the machines will be com-
miuioned. The Secretary, De~t of Defence Production In-
fo~ during evidence: "The reasons for going slow Dn some of 
308 L,S.-3. 
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. the items are that we are not sure of the orders or the urgency of' 
the item .... Depending upon the urgency, we are ordering. W~ 
propose to review this figure (1869) again so that we can cut down. 
this figure as much as possible." 

1.67 As early as Februey, 1963, the setting up of a heavy engine-
ering fadory was approved. Owing to foreign exchange difficulties .. 
it was decided in April, 1964 to execute t'he project in two phases.. 
In October, 1965, it was again decided to execute Phase I in two parts 
due to noft-availability of foreign aid. The Committee regret that no. 
firm target date appears to haVe been fixed by Government' for com-
pletion of the factory. The lack of proper planning and tardy imple-
mentation of the project is discussed in the succeeding sections. 

1.68. The cost of Phase I of the projec't was estimated at Rs. 37.92' 
crores in April, 1964. This was subsequently revised to Rs. 51.5S 
crores. The actual cost is expected to be of the order of Rs. 56 crores, 
presumably after dropping construction of certain civil works and' 
cutting down procurement. of machines. Thus neither the require-
ments were asseslsed properly nor the estimates prepared realisti-
cally, whit:h causes concern to the Committee. This is certainly not 
th~ way to sanction a project requiring such huge investments and' 
involving considerable precious foreign exchange. 

1.69. The Committee find that as against the requirement of 1869' 
machines for the various shops o!4.ders were placed for 1415 out of 
which on1y 1201 have been received and 1145 commissioned so far. 
Gi~ing reasons for going slow on tbe procurement, the Secretary, 
Defence Product'ion, stated tbat the Department were not sure of 
the demand for the various items.. to be prodr4Ced as well as its 
urgency. He also informed the Committee that it was proposed to' 
review the requirement of the machines so as to cut it dofil as much 
as .possible. The Committee regret that the poSition is so uncertalu 
even after 10 years of coneeivlng the factory. They desire that th~ 
proposed review should be carried out with the utmost expedition 
and _tion taken to establish early adequate produdion of the 
required items. 

1.70. The Committee had also occasion to examine certain other 
defencc; projects. They are not at all satisfied with the manner la 
which the projects were conceived planned and executed. In this 
connection they would refer to their observations contained in para-
graph 2.29 of the 82nd Report and paragraph 2.21 of the 92nd Report 
(Fifth Lok Sabha). Govemment ought se~sl'y to consider what 
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Is wrong with t~ System of plaDDiDg and execution and take lte,. 
to see that 'the shorteomings are overcome early. 

Phase I-A 

1.71. The Audit paragraph stated that in Phase I-A prodaction 
of certain priority items which were already in production in other 
ordnance factories was to be undertaken. The production target of 
Phase I-A in. the factory was revised in April 1970 and again in 
April 1971. Under the second revision in April 1971 the production 
target for 1971-72 was only half of the reduced production target 
for that year fixed in April 1970. Actual production in that year 
(1971-72) was only about half of the reduced production target for 
that year. 

1.72. The Committee desired to know that in view of the items 
being produced in other ordnance factories and reduced demand 
for these items. whether the rated capacity of the ordnance factory 
would at all be utilised for the production of these items. The Sec-
retary, Defence Production has stated during evidence as under: 
"On a generai principle, may I say that when we planned for this 
factory ................................. " we did take into account 
the capacities which could be utilised from other factories. The 
Ordnance Factory's production.... (A & B) wa·s really planned 
initially on this basis. 

In the mean time, as far as .... (A & B) are concerned, the DGOF 
was able to switch over some of his other capacities for the produc-
tion of these armaments. As a matter of fact, most of these ordn-
ance factories have a sort of general ca.pability and they can switch 
over their production capability for items urgently needed in this 
manner. That is the reason why we can meet very largely the im-
mediate needs of the Army for these two types of ammunition; 
ther~ are other sources; but if you ta,ke it in the long-term view 
then Ordnance Factory's capacity becomes necessary." 

1.73. The Committee were informed that about 10 to 15 per cent 
of machines would be meant for specific jobs only. while others could 
be converted. Explaining the steps for utilising spare capacity. the 
witness stated: "On the basis of the demands as we can foresee for 
these various ammunitions, we have a fair load on this factory on 
a single-shift basis for a continuing period. We have also asked 
the Ministry of Heavy Industry to find work for this factory. be-
cause we feel that the production of civil requirements for various 
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engineering produets ca.n' certainly be met by the use of these machi-
nery; we may not be able to produce the entire quantity of civil 
items, but we should be able to produce certain urgently required 
items or repetitively required items. The Ministry of Heavy Indus-
try has asked the NIDC, a firm of consultants, which is also a public 
sector organisation to go into the engineering capacity in the coun-
try and we have made a special request that this Ordnance Factory 
should be high up in the list of priorities for the NIDC in their in-
vestigation .... It is none of our intention to see any machinery lying 
idle, allow the skills to deteriorate or see that employment potential 
is not created." 

1.74. Asked as to when the rated capacity of the various items 
being manufactured in the factory would be reached, the Secretary, 
Department of Defence Production submitted: "I would like to make 
one distinction here. When we are dealing with capacity, we are 
not L1ecessarily dealing with the actual functioning of the factory 
to a certain level. The capacity in this particular factory was plan-
ned on an insurance basis. The amount of orders on this particular 
factory on which depends the actual level of activity of the factory 
depends on certain other considerations and how much money De-
fence is able to allocate for these particular items which are manu-
factured by this factory and so on and so forth. Although we may 
be ready with the rated capacity, the actual functioning may be 
much lower than the rated capacity." 

The DGOF added: "As far as ... (item 'A') is concerned, we are 
ready to discharge the rated ca,pacity, but from the point of view of 
pratical running of the factory i ~ would not be advisable to utilise 
the capacity. We are planning to produce at the rate of ......... . 
pet'month which is equivalent almost to one-shift capacity ......... . 
(Component for 'A'): Here we are ready in respect of all opera-
tions except heat treatment. There the furnace supplied is defec-
tive and the Indian manufacturer who has to set right is on the job. 
Once that is set right we will have the capacity there also. (Item 
'B') : Here also we are set for the manufacture. but the orders are 
for 5,000 numbers only. (Item 'C'): We have made the pilot sam-
p1os, but we are not yet ready for full production. We will take 
six to eight months to get going. (Item 'D'): It was a new case 
to be manufactured by India. Here we expect to go into produc-
tion next year. (Item 'G'): We are in a position to manufacture 
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this, but the orders are not sufficient. (Item T'): Although we have 
got the r..!achinery, we have not produced this item for lack of 
orders. (Item 'G'): We have not set up any capacity at all, but we 
are using the capacity for some other item where we are producing 
less .to produce this item. Cartridge cases for (item IC' and IB'): 
For these items we are setting up the capacity. We expect to go 
into production in case of IC' in 1974. (Item 'E'): Although it has 
been sanctioned, we have not bought the machinery. There was 
some amount of rethinking on this. We expect to get going with 
some. components in the next year with the alternative utilisation 
of the existing machinery." . 

1.75. It is stated in the Audit paragra·ph that all the equipment 
required for the production of 'A', excepting heat treatment plant 
which is a major equipment, were in position by 1969-70. Initial 
trial production was done in 1969 with imported forgings. Produc-
tion of IN from forgilliB produced in this factory started in March 
1971. However, the production of component of 'A' in 1971-72 was 
only 2.3 per cent of the factory's installed capacity while production 
of component 2 in that year was 10.7 per cent. One of the difficult-
ies in stepping of the production of component 1 of 'A' is stated to 
be that the heat treatment plant ordered on an Indian firm through 
DGS & D. in November 1967 and due to be delivered by January 
1969 had not been received till January 1973. Further, conveyers 
supplied by ~~ Indian firm could not be put to use after erection as 
their performance was far from satisfactory. 

1.76. The Committee were informed during the evidence by the 
ADGOF that as the heat treatment plant bad not been delivered in 
spite of the fact that 6-7 years had elapsed since the order was plac-
ed ~d this contract had since been cancelled at the risk and cost 
of the firm after taking advice from the Ministry of Law. 

In reply to a query about the cost at which the risk purchase was 
made and whether extra expenditure was recovered from the flrm, 
the Ministry, in a note, have stated: "Mter cancellation of the A!T, 
Ministry of Defence intimated that as satisfactory arrangements had 
been made for heat treatment of .......... with the help of the ..... . 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . there would be no need for any 
alternate supply. In view of this no risk purchase action has been 
taken. 

Since no risk purchase was to be effected, the question of re-
c:overing extra expenditure from the firm did not arise. However, 
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the question of recovery of general damages is being considered in 
consultation with the Ministry-of Law." 

1.77. AJJ regards supply of defective furnaces for heat treatment, 
the Committee desired to !mow whether any penalty was imposed 
on the firm for the defective supply and whether the defect had since 
been rectified. The Ministry of Defence, in a written note, have 
informed: "Three furnaces were supplied by Mjs........... On 
account of the inordinate dela.y in the commissioning of these fur-
naces, a notice was issued to the firm on 28th March, 1973 asking 
them to rectify the furnaces by 30th June, 1973 failing which the 
furnaces would be rejected and alternate action for procuring suit-
able furnaces initiated at the fum.'s risk and cost. The firm was also 
told that damages for the loss of production due to delay in com-
missioning the furnaces would also be claimed from the firm. Al-
though the firm had not agreed to these points, they are carrying 
out rectificationsj modifications on the three furnaces. The latest 
position is that the firm has brought a number of additional equip-
ments for controlling the temperature within the specified limits 
and uptil now one of the three furnaces has been rectified and is 
on tirals at present. The firm would undertake commissioning of 
the remaining two furnaces on the basis of the trial results on the 
1st furnace. Action for imposing any penalty on defective supply 
would be taken after the results of the present trials are known." 

1.78. Regarding the supply of defective conveyors, the ADGOF 
informed the Committee during evidence that So sum of Rs. 5.77 
lakhs out of Rs. 9.45 lakhs had been paid to the firm against the 
supply of conveyors. They have rejected the equipment after con-
sulting the Ministry of Law. 

The Committee wanted to know when the amount was paid and 
wha.t precise steps had been taken to recover the money. The 
Mi\,:istry of Defence, in a note, have stated: "75 per cent of the cost 
of the first cool-out conveyor was paid in December, 1970. 75 per 
cent of the second cool-out conveyor was paid in April 1971. An-
other Rs. 20,497 was paid in June 1971 as reimbursement of eXcess 
liquidate<i damages deducted while passing 75 per cent payme~t. 
75 pet cent of the erection charges for the first cool-out convey~r, 
i.e., Rs. 56,250 was paid in October 1971. Thus the total ~mount paid 
so far is Rs. 5,76,592. 

DGS&D was asked to cover the entire amount of Rs. 5,76,592 
paid so far to the fi.rm, t'i~ DGOF letter dated 1st January, 1973. 
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The position in regard to the recovery of as. 5,76,592 notified by 
1>GOF from the firm was circulated by DGS It D to all the P & AOs 
'to know whether any payment was due to the firm against DGS It D 
-contracts. The P & AOs have regretted their inability to recover 
1he amount since no payment was due to the firm. The 1)epart-
'ment of Defence Production were accordingly informed which was 
:addressed to DGOF, Ca.lcutta. The DGOF, Calcutta, vide his letter 
/(fated 24th November, 1973 has made another reference to DGS&D 
for the recovery of the said amount from the firm. On receipt of 
'this communication from the DGOF, the DGS & D referred the case 
lto the Ministry of Law who opined as under: 

* • • 
"Before DGS & D takes any action in this matter, they ma.y 

request DGOF to confirm in writing that there are no 
orders of the Court staying of restraining Union of India 
from recovering the aforesaid sum from the bills or pay-
ments which may be due to the firm from other contracts. 
In the light of the reply which may be received from the 
DGOF the ma-tter can be further considered". 

The above advice of the Ministry of Law has been referred to 
DGOF vide DGS&D letter dated 22nd December, 1973, whose reply 
-in the matter is still awaited. Further action will be taken by DGS&D 
-on receipt of a reply from DGOF, DGOF has ascertained from MIs. 
HSL that certa.in payments are due to the firm from one of their 
'steel plants. The matter has been taken up with the Ministry of 
'Steel to instruct HSL to stop payment of all outstanding paymens 
'<iue to the firm and adjust the same against the payments already 
made by DGOF to this firm. The reaction of Ministr~' of Steel is 
.awaited." 

1.79. For production of one of two components of 'B', action to 
procure special purpose machines was initiated in 1966. Orders (or 
<6 machines was placed on HMT in 1969 and after modifIcations of 
the design 4 machines were delivered in September, 1971. As the 
performance of the special machines supplied by HMT was n(,t 
satisfactory, alternative methods for production of the component 
were established in the factory, but its prodUction was only about 2 
per cent of the installed capacity in 1971-72. Asked about the total 
loss on account of the delay and unsatisfactory performance of the 
-special purpose machines, the Ministry of Defence, in a note, stated: 
"'OOOF has been asked to assess in consultation with his llccounting 
.authority any loss that has been incurred on account of delay on 
"the part of HMT. The information wl1l be furnished in due course." 
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1.80. The Ministry had informed in January, 1973, that the Air-
Receivers required for the production of second component of 'B" 
ordered on India.n ftrm had also not been received due to non-
receipt of tested steel by the ftrm. The Ministry, in a note, stated 
that six Air Receivers were ordered on 30th December, 1969 and due 
date of delivery was 31st May, 1971.3. The ADGOF has informed 
the Committee during evidence that the firm was able to supply only 
one Air Receiver in January, 1973 and the balance has not received 
from them. In reply to question it was stated that the firm was 
supposed to arrange for the tested steel on their own. Asked whe-
ther there was any penalty clause in the agreement, the witnes~ 
stated: "There will always be likuidated damages clausE'. Since w~ 
have made alternative arrangements in place of these receivers, by 
using some old boilers, it has not immediately hurt liS very much." 

1.81. It was stated that orders for 'B' are inadequate. Asked 
'a,bout the reasons for it, the Ministry have stated that this item is 
being produced in other ordnance factories also. The existing orders 
for it are not enough to load this factory in addition to two others. 

1.82. As regards item 'F', which is a component, the Ministry 
had informed that the order for the main store is not there at pre-
sent. The machines for this component, the Ministry added, could 
be utilised for production of· simila.r components for other stores. It 
was stated during evidence that this item is meant for ammunition 
which is not currently being used, in connection with which there 
was a denwmd earlier. When asked whether at the time of the esti-
mates this situation was not contemplated, the ADOOF replied that 
"this particular item was in demand at that time.· We are getting 
orders for this now and we do expect to put these new machines into 
use." 

Phtlse I-B 
.j~ 

1.83. The Committee wer~ informed that there had b~n no pro-
duction so far in Phase I-B. In Phase I-B production of one com-
ponent.of 'B', 'C' (with components), 'D', (two varieties each with 
com}lOnetlts) and 'E' (with components) was to be undertaken. 
Production of 'C' and one component of 'B' was expected to com-
mence in by 1974. As regard 'E', the Ministry informed in January, 
1973 that it would be possible to commence production oj. this item 
by 1973 but there had been fall in demand for that item, reqQire-
ment of which on a long ternl basis was likely to be reviewed. ,Re-
garding 'D' it was decided in October, 1966 not to produce one . 
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variety and in August, 1968 it was also decided not to produce other' 
variety of 'D' as it was not acceptable to the user on tec:hnicall 
grounds. 

1.84. Asked a.bout the reasons for delay in the finalisation of 
'C' and 'E', the Ministry of Defence in a note have informed: .• 'C' is 
a completely indigenous store. It is being developed by an Indian 
Development r~ without any f9reign aSiistanceand being a 
pioneerinB eifort, it is naturally taken some time to finaUse the 
design. 

1~85. There are two types of 'E'. Design of only one type of 'E' 
has been provisionally cleared. The other type is yet to be finished. 
'E' is a foreign store. However, no licence or know-how has been-
obtained. Thi.8 is ~Iso being developed by an Indian Development 
Team and being a difficult store, it has been possible only to deve-
lop the indigenous design fpr one type of 'E' and the d~sign for the 
other type of 'E' is yet to be developed." 

The Cortlmittee were informed in a nott'that the review for the-
requirement of 'E' on a long term basis was still under 'consideration 
by the user. As there were nut sizeable order for this item on this 
factory, there was no firm programme for manufacture of this item 
yet. The dema.nd of the item, the note adcred, will depend upen 
the requirements of the user. 

1.86. When enquired as to how the need for the two varieties of 
'D' was initially assessed, the Ministry, in a note, have stated that 
both the varieties of this item are of same calibre but with Ctifter-
ent ranges. The requirements are 38Sessed an a proportionate' basis. 
The Committee wanted to know the proposals to utilise the capacity 
created for production of 'D' for which decision had been taken not 
to produce them. The Ministry of Defence, in a note, have stated: 
" .... the question of setting up capacity for producing tbe two 
varieties of 'D' had already been abandoned even at the time of put-
ting up statement of case for Phase I-B. Hence plant and m3chi-
nery for this store was not procured at all. However, regarding one 
of the two varieties of 'D', only three presses and cooling chamber 
had been purchased along with accessories. The total F.O.R. cost 
of these items was Rs. 68.80 lakhs. These presses can be utilised for 
production of having similar parameters. Precise details for utili-
sation of these equipment are under examination." 

Phtlle II 
·1.87. When asked about the items that were going to be manu-· 

factured in Phase n and the estimated cost, th" 5eeretary, Dcpart-. 
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..ment of Defence Production stated: "This is in a state of suspended 
. .animation. We have not yet sanctioned it. At the moment the 
·demands for ............ are very low. For. . . . .. we have estab-
lished the capacity in (ano,ther place) ...... The build-up of these 
.demands, as of now, seems tl) be low and. therefore, we are not 
.thinking of implementing Phase II." 

1.88. The Committee find that although the factory has gone into 
.production of certain items included in Phase IA, which, however, is 
nowhere near the targets fixed, there has been no production SO far 
of items included in Phase lB. Capacity for production of a number of 
items has not yet been established either because of the delay in 
finalising designs or they have been abandoned as unsuitahle to 
Army. In the case of one item which has been abandoned, plant and 
machinery procured at the cost of Rs. 68.80 lakhs are idling. In 
certain other cases the production is either low or nil owing to inade-

''«Iuate demand or lack of demand altogether or due to defect in machi-
11es and equipment. The shortfall in production and delay in estab-
li'lhing prtNiuction in this factory vitally aflected production in the 

o newly established filling factory. the production of which was only 
about 3.2 per cent of its capacity. Both those causes must have also 
,.aflacted equally seriously the produdion in the connected explosives 
factories. All this caUs for an immediate investigation at Govern-
ment level. The Committee strongly feel that all the connected 
prpjects in\'oh'illl investments of the order of about Rs. 100 crores 

'were neither properly conceived 110r planned in depth nor was their 
:execution synchronised. They cannot but deplore this degree of jn-
efficiency and disregard of public money. They would, urge a comp-

o rehensive inquiry being carried out forthwith. 

1.89. The utilisation of the installed capacity is as low as Z per 
'cent for certain items. Atthough the Sec1let'ary, Defence Produetion, 
has pleaded that the installed capacity should be viewed as a sort 

-.of insurance against war-time requirements, the Committee are 
,odacerned .bout the idling of the costly machines as also Iof the 
sJdlled personnel. They were informed that the Ministry of Heavy 
Industry ha\'e been asked to find out work for this factory to meet 
civil requirements for various engineering products. As the Com-
mittre ftnd that the machines. barring 10 per cent to 15 per cenE of 
them, are general purpose ones which could be converted to diversify 
pr4!duclion to meet civil needs, they desire that the question should 
be considered on a priority basis to gainfully employ the men and 
machinery. In fact this question should have engaged the attention 

-of Government from the very beginning. 
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1.90. A heat treatment plant ordered on. firm in November, IH7 
and ,due fu be delivered by January, 1969 had not been delivered 
even after a lapse of more than 6 years and the contract had to be 
ultimately cancelled. The question of recovery of general damages 
from the fum is stated to be unde~ consideration in consultation with 
.the Ministry of Law. The Committee would like Government to come 
to an early decision in the matter and inform them. 

1.91. The Committee regret to find that there was loss of produc-
.non of a component of an item due 'to supply of three defedive 
.furnaces by an Indian firm and inordinate delay in commissioning 
them. The firm is still carrying out retificatioDS/modifications to 
1he furnaces. The Committee, would like to know the amount of 
damages recovered from the firm. 

1.92. A sum of as. 5.77 lakhs was paid between December, 1970 
and October 1971, to a firm against' supply of conveyors which we~ 
later on rejected and the amount has not been recovered from th~ 
firm so far. The Committee would like to know how the defccti\'e 
'Supply was passed on inspection and whether any responsibility 
was fixed for the negligence. This and the progress in the recovery 
.of the amount sh'ould also be reported to the Committee. 

1.93. The Committee fUrther note that out of the six Air Recei-
-vel'S to be supplied by a firm in May. 1970 only one Air Receiver 
was received in January, 1973. The Committee desire that the ques-
tion of reeovering liquidated damages in this CUe lIIbould be c01lsi-
dered. 

Filling Factory 

1.94. The Audit paragraph states the shortfall in the production 
.of this factory has vitaUy affecteo; production in the newly estab-
lished filling factory, the production of which In 1971-72 was only 
'3.2 per cent of its capacity, The expenditure on the filling factory 
upto the end of March 1972 was Rs. 21.73 crores. 

1.95. Referring to item 1 of Annexure III of the certificate of the 
Controller General of Defence Accounts in the Appropriation 
Accounts of the Defence Servicetl for 1971-72, the Committee a!lked 
as to whv no firm date for completion of the filling factory or {or 
the com~encement of production or attainment of the rated capa-
city was indicated in the project report. The Secretary. Defence 
Production, submitted during evidence: "There were a number of 
-uncertainties in the situation when this factory was planned. There 



38 

was the question of .... aid coming forward, but it was later With-
drawn. Then' there was the question of getting indigenous collabo-
ration from the HMT to produce as much machinery as possible 
Within the country. All this made the situation rather uncertain. 
I dare say that this was the main reason why they could not put 
a definite itate as to what machinery would definitely come and by 
which time the factory will be ready to go into production." 

1.96. The Committee were informed that the balancing equip-
ment mentioned in the Appropriation Accounts (Defence) ordered' 
about two years back were expected to be received at any time. 

1.97. It was stated in Appropriatioll Accounts (Defence) 1971-72 
that a number of buildin~ constructed by the State P.W.D. for this 
'factory hart already revealed serious structural defects and in cer-
tain cases might warrant demolition and reconstruction. Besides, 
as a result for poor planning and execution by the State P.W.D., 
the water coverage for fire fighting in the magazines had proved 
to be inadequate and consequently the magazines could not be uti-
lised. Asked the remedial action taken to rectify the defects and 
shortCOmings, the Secretary, Department of Defence Production 
submitted:' "We are aware of the deficiencies in the buildings and 
we have asked the CBRI, Roorkee, to investigate into these defects 
and also to give ugtheir full support. We have also been in touch 
with the Maharashtra State Government who are our agents for 
the erection of these buildings. We shall pu1'81le thios matter with 
them as soon as the consultant'. report is receivect." 

1.98. In regard to construction of buildings in the factory, the 
Committee desired to know: 

(a) Whether the Ministry of Defence were consulted in 
deSigning the buildings. 

(b) Whether any soil testing was done to determine the load 
bearing capacity of the land on which the buildings were 
constructefl 

(c) Whether the buildings were inspected by Civil Engineers 
of the Ministry of 'Defence or by any Engineering insti-
tution of the Central Government at any time while the-
construction work was in progress. 

(d) Whether buildings were examined by Civil En~ers 
before the same were taken over by DGOF. 

In a note furnished to the Committee, the MiniStry ?f Defence 
stated: "A decision was taken in April 1963 that the ClvU works 
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connected with the four new Ordnance Factories to be established 
...... would be entrustect to the Public Works Departments of the 
respective State Governments in which the factories to be estab-
lished. This was because the Military Engineering Service, which 
is normally the agency to execute civil works for Defence Services, 
waos already over-burdened and were not, therefore, in a position 
to undertake the factory works without detriment to the A"my 
works entrusted to them. A formal communication was addressed 
to the Government of Maharashtra on the 29th April, 1963 request-
ing them to take up construction of civil works in respect of Or~ 
nance Factories at ...... It was indicated in this letter that the entire 
construction would be to permanent specifications. Dealing with 
the scope of work, the Mahara'Bhtra Government was advised as 
under: 

'Each factory wtll provide for construction of factory build-
ings including magazines in respect of certain factories and 
a township. The entire construction will be to permanent 
specification. 

The factory buildings will be of different types of constructiOQ 
e.g. steel, R.C.C. anet brick, some of them-danger build-
ings-having earth traverses round them. 

The magazines will be of R.C.C. with earth traverses, or semi-
underground (built into a hillside). 

The township will have all amenities e.g., hospitals, schools, 
clubs, markets, post-office, parks, police lines etc. with 
water and electricity supplies and modern sanitation. 
Water supply scheme will provide for supply at 40 gallons 
per head of the population (taken as four times the num-
ber of employees) with allowances for hospitals, markets, 
schools, clubs, parks, fire fighting etc. 

Utilities for the factories will comprise: 

(i) Water supply 
(li) Electric Power 'Supply 

(iii) Steam generation and distribution 
(iv) Refrigeration anr\ air-conditioning 
(v) Effluent treatment and dJsposal 
(vi) Sewage treatment plant 
(vii) Area drainage 



(viii) Roads 
(ix) Arboriculture 
(x) Railways'. 
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In pursuance of this contract, the Government of Maharashtra 
constructed 1000 buildings in the Ordnance Factory...... These 
buildings were taken over during the period 16-1-1967 to 12-8-1968. 

There was an agreed procedure laid down for taking over of 
the buildings under which the State Government had accepted the 
responsibility for rectifying the defects reported to them and estab-
lished by joint inspection upto and within a period of three months 
from the date of final taking over. The responsibility for abnormal 
repairs attributable to the defects arising as a result of faulty work-
manship or use of bad or sub-standard materials was of the State 
Government upto six months from the date of final taking over. 

During 1969, a number of buildings in Ordnance Factory ..... . 
developed major defects which would not have arisen except from 
very serious defects in respect of basic designs/materials used and 
or e:1i.t!cution. The question of removing these serious defects was 
taken up at the highest level between the Government of India 
and the Government of Maharashtra. The Maharashtra Govern-
ment consistently held the view that according to their appreciation 
the defects were only minor. However, the Maharashtra Govern-
ment was later persuaded at RM's level to have an independent in-
vestigation into the condition of the buildings. An independent 
Committee of Inquiry of three senior Engineers including a nominee 
of the Ministry of Defence was appointed in April, 1971. The Com-
mittee's findings were that the defects noticed in the buildings 
were not of a serious nature and could be removed by proper main-
tenance. 

As, however, the number of buildings developing cracks was 
progressively increasing, the State Government was again addressed 
to dake action for repairing the defective buildings. The State 
Covernment did not agree to undertake any responsibility in this 
behalf as it held that it was beyond the terms of handing anti 
taking over. 

The Military Engineering Service authorities who were en-
trusted with the responsibility of removing the defects were of 
the view that the defects noticed were due to basic faul~ Wt the 
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design of the constructions and in their view it would not be possible-
to estimate the cost that would be involved in repairing these-
buildings satisfactorily. In their view, there were atleast five-
buildings which were required to be demolished and with passage 
of time the number of defective buildings may further increase. 

In view of the serious nature of the matter, it was decided that 
an expert investigation over the standard of construction of the-
buildings in Ordnance Factory ..... should be carried out by the 
Central Building Research Institute, Roorkee. The CBR! have now 
furnished their findings. Briefly, the CBRl's views are that proper 
preliminary soil testing had not been carried out with the result 
the foundations were inadequate. Also, the materials usec\ parti-
cularly bricks were sub-standard and the quality of workmanship' 
poor and improper curing of brick had been carried out. In their 
estimate the cost of repairing 110 defective buildings would be Rs. 
9.20 lakhs. It is proposed to take up the matter with the Govern-
ment of Maharashtra with a view to carrying out the repairs to 
these 11 0 defective buildings. 

In the aforesaid context, the replies to the four questions raised-
would be as under: 

(a) The State Government of Maharashtra was informed-
that the buildings were to be constructed to permanent 
specifications and were also given broad parameters of 
our requirements. As the State PWD was an expert en-
gineering organisation ant\' were made aware of our re·· 
quirements, they were not enjoined to consult Government 
of India in the designing of buildings. Whatever special in-
formation was required to be given was furnished by the 
DGOF Organisation. 

(b) As the overall responsibility for construction of the 
factory buildings was entrusted to the State Government 
it was expected of that Government to ensure that all 
needful required for constructing buildings to permanent 
specifications (including soil testing) would be none by 
that authority. It has now transpired from the report· 
of CBRI that no effective soil testing had been done as 
the State PWD had calculated the load bearing capacity' 
at a much lower level than warranted by the require-· 
menta at site. 
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:(c) Here again, there was no need for the Ministry of De. 
fence to inspect these bu).ldings during construction as 
the State Government engineers are themselves expert 
technical officers. It is understood that normally in such 
matters one engineering organisation is not expectert,1 to 
supervise the work of another engineering organisation. 
In this case also the MES did not inspect the civil works 
carried out by the State Government for the Ordnance 
Factory ..... . 

'{d) The buildings were taken over by the Officers of DGOF 
organisation. While taking over they could only make 
visual inspection and it was not possible for these officers 
'to ex~ect that there were basic defects in the construc-
tion by way of inadequate foundation. poor design, use 
of poor quality material'S, etc. Whatever t\efects that 
came to their notice by visual inspection were reported 
to the State Government PWD authorities and got recti-
fied." 

1.99. The Committee note with concern that 110 buildiDgs of the 
"Fil1ing Factory constructed by the Public Works Department of the 
<Government of Maharashtra revealed serious structural defects. Ac-
-cording to investigations made by the Central Buildiag Research 
Institute, Roorkee, the defeds were due to inadequate soil testing. 
use of sub-standard and improperly cured bricks; Rnd poor quality 
of workmanship. The Ministry stated that the matter of carrying 
oot repairs of these defective buildings estimated to cost Rs. 9.20 

"lakhs has been taken up with the Government of Mabar.shtra. Tho 
"progress made in the matter may be reported to the Committee. 

PRODUCTION OF ASSAULT BRIDGES 
Audit Paragraph 

1.100. Manufacture of a specified number of a type of assault 
bridge. was decided upon in principle in April, 1963. An agreement 
·was entered into for this purpose with a foreign finn in February, 
Its7. Under this agreement the foreign firm was to supply eight 
bridges and give detailed assembly drawings, component drawings. 
process and inspection schedule, etc., for establishing indi-
genous production !,f the bridges. Production of these bridges 
was entrusted to this factory in April. 1967. The estimated cost· (as 
revised in July, 1971) of setting up of the facilities ·for manufacture 

·of the bridges is Rs. 134 1akhs; this does not include cost of setting 
up· facilities for production of aluminium profiles needed for manu-
facture of the bridge. Total expenditure upto March.. 1972 was 
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Rs. 1.29 crores. The expectation was that two years after commis-
sioning the factory would produce'-one bridges per month. 

1.101. In terms of'vSlbt! the bridge consistS 'of about 70 per cent 
aluminium parts made of aluminium proflles. Negotiations were . 
going on for p\frchase of a~ extrusion ~reSs of 900.0 to~nes per annum 
capacity for production o'f aluminium proftles froms.nother (oreign 
country and a contract had been ~nelud'edJnI,)ecett\b~r, 1965 for 
this purpose. The 9000 tonnes press was chosen on normai conside-
rations of extr1fsion tecbnology. l,t was, decided i,n N~veDjlber, 1966 
that the extrusion press would be installed in this factory s:: that 
the aluminium ,profiles needed for ~e bridge could be produced in 
thi.s factory itself. AccorcUng to sanctions issued in April, 1969 and 

,June, 1969, setting up of the extrusion p~ess (It; ~5.97 lakhs) with 
facilities for making aluminiun;t billets for production of 3000 tonnes 
o£ aluminium profiles per year initially is es,tirnated to cost Rs. 878.57 
lakh5. Production can be increased to 9000 tonnes per annum sub-
sequently with installation of additional ancillary plant facilities. 

Upto March. 1972 Rs. 4.12 crores were spent for this purpose. 

1.102. A detailed study for setting up the facilities for manufac-
turing the bridge was conducted by the representatives of the 
foreign firm. who submitted their report in November/December, 
19G8. This report gave the details of plant and machinery, require-
ment of billets, production schedule, etc. Thereafter, a team of offi~ 
eel'S went to the foreign country and placed order3 in February, 1970 
for the items to be imported from that country. By March. 1972 
aboLlt 80 per cent of the machines required for setting up facilities 
(excluding th~ extrusion press) for manufacture of the bridge had 
been received and 52 per cent of those received (42 per cent of the 
total) were installed. and commissioned but these had to be installed 
and commissioned in the maintenance section of the Factory tem-
porarily as the building in which these were to l?e installed was not 
ready. The buildmg (estimated cost Rs. 27.16 Jakhs) was expected 
to be ready by Sept~mbe.r, 1970. Dl}e to delay in completing dust-
free ventilation system in the building. after rectification of defects 
noticed while commissioning the sYlltem in November, 1971, it was 
handed over to the factory by the Military Engineer Services only 
in May. 1972. The machines were subsequently shifted to the new 

building. 

1.103. The extrusiOft prea and ancillary equiproenh were receiv-
ed during August, 1968 to June, 1969. But the extrusion press could 
not be installed as the buildings were not ready till Oc~ober/Nov­
ember. 1172. The do.,. ,pro~ss in building construction Walt due to 

308 LS-4. 
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deJa, in recei~tqt,steel,structurala fro~ tra~ wbich 4eld. up fll!bP-
cation of,.c~~~ts ~ ~or oo~tr~on: of t1)e. foundry .nd, 
the e~t:ruIfo~,~9~1. . Jt is estimated ,that ,o~er tile ,~xt ten yeal'S 
about 40 per cent' of the ~paclty ot the, PfeSS wollld be needed for 
all ~cmce' p~~ 1,ea~~~ut '60~pu ce~t spare ;capacity po&. 
sible !'!.~J?19l~lltJ0n?~ wh~ch~. to be ,studied a~ Analised. 

1.10~. In aU 'nine aluminium all~y anemb1ies are~eqlilred for the. 
super structure of the brid~e': 'Five of these asSerri1>Ues require 
welding under specfally controlled 'dust-free atmosphere. SInce-
welding technology had to be established to achieve the quality weld-
ing requlre8 for rrian~tacture of these bridges, production of four 
of the asselnblies which were cortipaiatively easier was started in' 
1971~72. Of the remaining five ~ssemblies, the proto-types of three 
(girders) which are the most diflftt'tilt '*ere prepared in the middle 
of 1972; these proto-types were cleared for bulk prodactionin Octo-
ber/November, 1972. The proto~types of the other two assemblies 
were also approvQd in May/June, 1972. Production of these five 
assemblies started. iR.1972-73. Production,is being undertaken with 
imported aluminium profiles. In October, 1971 an import order fOl 

Rs. 1 crore worth of aluminium profiles was placed. 

1.105. The factory has not produced any bridge so far (January, 
19'73). Eig,bt such bridges costing Rs. 3.23 crores were ordered (in' 
addition to the eight received· under he agreement of February, 
1967) on the fpreign firm in February, 1970. ,I ~ 

[Paragraph 5B of Report of Comptroller and Auditor General 
of India jor the year 1971-72 Uni.on Government (Defence 

Services) ], 

1.106. According to the Audit paragraph, the agreement was 
entered into with the German firm in February 1967 but a report 
wall submitted by them for setting up the facilities only in December' 
1968. Further their firm offer for plant and machinery. jigs and 1 

fixtures was received only in August 1969. Finally, the order was. 
placed in February 1970. Asked about the reasons for delay at each 
stage since the conclusion of the agreement In February 1967, the 
Secretary, Defence Produc:tion, submitted: "This is part of the .... 
factky; one waa fabrication shop and the other was the extrusion. 
pre.. We have gOt the-know-how in reprd tofabric:ation. As YOll 
say, the a~enfw" siJDed with them in 1917. After that the 
000'" had to plan tria c:oMtraetlOll. )"or that uDder the, UlUal pro--
tedure the sanction of civil works and the administrative approval 
'Were initially issued on the 9th July 1968. But there was some' 
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diIIlcul*y in "Opel'8tinw tM- (firm's) centrad. ~e contract provided . 
for sale of machinery on a single teDdetbull. But we had our 
doubts about the wisdom of such a procedure later. Instead of 
going for these ~hfneries.· from ...... as a single piece, :we thought 
we would 'uk them to tender for each machineJY ~parat.ely so that 
We can make a comparisOn and we could choose the machinery 
ourael .. so that We could assure ourselves that we got the cheapest 
buy. At that time there wtis a reaction from (the firm). They said 
that if they are to do that sort of work for US, then it would be a 
separate agreement 'and they would have 'to prepare a project reporl 
On that there was some discussion between us and the Ministry of 
Finance and we decided this was the :best . thing to do. So, a second. 
agreement with '" was signed .. On the baSis ~f that report, which 
also showed certa·in improvement in procedures and technology as re-
lated to the original offer in 1968, we went for the purchase of mac-
hinery and sanction of civil works. So, we issued the revised ad-
ministrative approval on the 24th June, 1969. On that basis the work 
has generally progressed, the· bui~ings are now :ready and the mac-
hinery has been received and installed." 

1.107. Because of the delay in the production of bridges, 8 addi-
tional bridges costing· Rs. 3.23 crores had to be ordered on the 
German firm. In reply to a question whether the firm adopted any 
deliberate dilatory tactic in setting up the facilities for indigenous 
manufacture, the witness submitted: ''The last order for eigh~ w .. 
in 1970. So the order for the bridge and the machinery went at 
the same time. So, there was no possibility of getting these bridges 
out of the factory. There were urgently' required and so they had 
to be imported."· . 

Regarding the delivery of the 8 bridges ordered in 1970, the 
Ministry of Defence, In a note. !tave informed: ''The firm was to 
deliver all the components ordered in February, 19'70 in 6 equal 
batches, the last batch being delivered by 31-3-1971. Some compo-
nents were delivered late by the firm and they were charged liqui-
dated damages amounting to DM 189,562.80 on acCount of late deli-
very. All the components were, however, delivered by the~rms 
by 14-7-1971." 

1.1OIl Theatnl8iOD prea·could not bei~ .. , tb«! 'buildings 
wen! 'DOt I'MCly ,un "'lDer. 1112. The ...... ~ iA. buildiDeI 
~ ... ",to t~ deJayiDnteipt,of .... atnldunl. from. 
tr ... : . Beplltinc" "y. ,iaL< •• lIi1lt 01. '*-I,: it at _ted durillg 
eWcIencit: "; ... .pInioud,yWben tile: ............. doae by;tl:ae, 
contractor we were obUged to lupply the steel departmentally and 
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w.o' had to go through the procedute of indenting on the Iron and 
Steel, Control1~anct aattilJ", it ..... 1 aued!.i i ,Q...··t~ 1ime, la, wa. ·not 
I LiNlII!IJ..&1I~ i:.t.a1 If)~l ~i'!";:- .1If •• ..,'Ij£" ......... ..,..'. . 
en'Ulan n De ODtns m.anx ~ . . ..,. I· 

f ~1.;.eW HH ,m,joo'" ,. ~. ... .' . 

t·Asbdl~bout ,tfte' t&ta1 requIrement of ~ .. ~~stnletuNi and 
whether thii,qdilntitY~~~ not; ~8f.1'aqle.4: ~1Q~JJae .. bulipnous 
sc:ttUbes even f~ defen~ llUl}>O~ t~ \,V~. @te4: ..... '" the re-
qtli.i'ement'~as':.bdU~'bioillies of critical 8ecti~~ .... depart-
menun~ 'I exl'lored .t~~,~Sib~tty ,of~~~:~ ~ilt~l· fotprio-
n~·prolects. t foun4 all t~e' s~l except for 4OOto .. eIJ 'Qf particular 
sectiOns which were not readily available. In fact .oven the Iron 
an,d Stee1~ohttol~tCI?Utd n~i supply them o(f ~ &belt They had 
to be ordere~ ort the rollers or the main prod~er8 to produce these 
sections ~Iici th~n ,deliver these to us." 

I' ••• 

l,lQ9. As regards the present pGlitlonsof installation and com-
missioning of the extrusion press, the Ministry of Defence, in a 
note, have stated: "The Extrusion Press was ftrst tried out in 
January, 1973-by foreign erection team. Alter necessary corrections 
and adjustments performance of the Press was stabilised in June 
1973. From July, 1973, production trials are going on to establish 
production ()t assault bridge proftles; In the meanwhile, other 
facilities sue~ as heat treatment fumaees etc., for further }>rocesstng 
tlle ext(~!liol\s are being installed." 

1.110. The Committee were informed that over the next ten years 
ab.out/40 per cent of the capacity of the extrusion press would be 
sufficient t() meet the 4efence purpOies leaving a~ut 60 per cent 
sp,are ce.pacity. Asked whe~er any study bas been ma~ for possi-
ble full utilisation of the extrusion press, the Minis~ of Defence 
in, .. a not~. have .~~i,mated: "See~a( Ministries@e}>al'tments have 
aIieady been addreSSed regarding the ,sp~re cap~ci$y of the , Extru-
Ston ~res~,a~a1J.abl~. sQ, that they may .info;rm pu,b,lic. s,ctor 1J,Ild~r­
takipgs uI?-.de~. the~1 control to plan.tpelJ:: load ac:~orcl.!ngly, .. R~es 
received:.1f~., c~rtaln. ~~tP,es/J)~p~rtmen~/Pu~lic $.ctor. pnder-
takings .ar~~~g. t~chnicaijy ,n.am~ by ,the l)lrectofat~~neral 
o~q~dq~ce.F.c.tpq. with,a view to asJes,sjlli the uUh.satlOn of 
the spare callacity!' 

X~t.tll ... be Cot' stile Nlret tW til .... u ......... delay in 
-..1tl1tWdt .. _ ... ail. of .. uIt ...... i wIdda·)- tdeeWeli 
upIIIl' • ...,.i.'...-,ua ................ ., ....... h of D 

01 the e ......... .u:-.·ph •••• t ot ......... q.:It-.. ~ 
_that .... IfIIIIIIB.-......... .....w ",~; ... , , 
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January, 1973. In tbe meantime it is lignifieant tMt as mamy as 
8 brid,es cosung as. 3.23 crOJes had to ,be imported to med 8Jl 

urrent need. It is uDfortuaate that .lth...... ptodadlon was plan-
ned so f8l' ahead the e~ution Was so ulISatifactory that it cuuld not 
materialise at a time when the country needed it 'most. The Cem-
mittee would like to bow the p~ achieved in bldigenou~ pl'O-

duction against the target of 12 bridges pet' year two yearB after 
commissioRing the project and the steps taken to achieve the tnget. 

1.112. A deei&ion to instal the extrusion press needed for tbe as-
sault britlae was takeR in N04'ember, 1966. The press and anciJJlll'Y 
equipment! were receive41 during August, L968 to June. 1969, but 
the press could not be installe" as the bonding& Weft not ready 
till Oc:toberINovemlJer, 1972. The slow procras in the construction 
of the buildings is attributed to the non~avaHabflity of about 400 
tonnes of critical sections of steel. It is regrettabte that thjs IT-

quirement was not thought of well in advance and supplieti ensur-
ed in time, The matter requires to be examined in consuJtdjon 
with the Ministry of Steel so that procedures would be devi£€d aDd 
implemented whereby the critical defence needs could he met in 
time. 

1.113. The Committee desire that the production of assault brid-
ges should be established without further loss of time. 

1.114. They have been infOl'med that over the next 10 ) ean; 
about 40 pel' cent of tbe capacity of the extrusion press would be 
sufficient to meet Defence purposes. The possibility of utilising t~.e 
remaining 69 per cent of the capacity is being explored. Here again 
the Committee feel that the question of spare capacity should ha'e 
engaged the attention of Government when they decided to gc in 
for large size press in December, 1965, so that it could be adequate-
ly utilised from the date of commissioning of the press. Hc,w£"cr, 
the Committee would await the result of this belated attempt. 

ESTABLISHMENT OF INDIGENOUS PRODUCTION CF' 
AN ITEM BY AN ORDNANCE FACTORY 

Audit Paragraph 

1.115. In October, 1964 an ordnance depot placed an indent on the 
Director General, Ordnance Factories, for supply. by 31st March, 
1965, of 3750 numbers of an item required for a weapon, indigcrO\.\sj 
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produetion of which has been established. To avoilJ imports of a 
·Ioqe.''''' : bIIIII it· wait. , decided that· itrdfie~' '~rQdli~otl~~f :tbis 
. ijem ahoukl1be eRatililtiecl:tri, e ol'dftahee: f~ct(fyi: '.IIffi~' f~~iOry,' 'Yfas 
iuttially heaHeatto Uadertake tile ~ In ~~w. o'f i~ fi&!avy (!om-

.mi.tments· for 'other priority. iterM;' partieul8rly' b~iiti'Se p~oduction 
of this 'item, would l'le8dma.nufaeta~, bf a nillfU1er' of crltlclll" tool-
ings andI8u~l:aluI "he existtla'g· capacities tn tliij: t~.i room. were 
req,\1ired for m~tmg other 'pdatity . items. 'How~et"tt \Vas 'flnally 
decidecithatthe factory.should establish productio-tT Of the itt~m and 
it was assessed that it would take not less than 18 months to start 
p,roduction. . The' p»ociflcti8n: :16It as· ;assessed by the' fitctOry was 
Rs. 115 ~h viI-G-vit :lmported cMt of Rs.· '55. 'iKeepl1'1g tit: ttJe\t the 
.urgent requirement oftheindentoral'ld the'~meneedea fdt' ~lb1ish­
ment of ~\lC*i9Ji;'!liC \Mil decidal to ·im.pott'I000'!tuMb~s and 
manufacture. tbe teJUi.Ding 2'15() numbers in ··the ()tdrtanee . factory . 

. The indentor W1Ii: adcorc:iiDgIY' imtimatedi by the Dir~' Gerteral, 
Ordnance Factories, ,in Aprill 1966.~'·, 

1.116. In October'l985 tile Dire~tor Gen'~~ai, Or~ance' F.actories, 
, placed an order on's' 'fbreign firm for suppI.'y .,of 1000' llu~bel'.s of the 
. item and the latter supplied the~ in July 1966 .. The order Jor manu-

faCture d! 2750 num~ers was 'placed on the ordnance factoiy in June 
1965. This was, however, misplaced by it and manufacture was not 
undertaken. The indentor also did not make any enquiry about this 
supply till Au.gust 1I,n, . when the Director of orCih..'\'I\cc Services 
requested the .Dmeetor Genet'8l; '(}tidnmee '~ries, to'1mpply the 
balance immediately for operational reasons. In September 1971 th~ 
factory inttmateQ' that it did. ntt' have' fadlitiea :for m.nufa~ture of 
the item. AD order,therefote. 'was placed b\ Novetnber, 19'11 on the 
foreign firm, which had suppliechhe item .. Her, for supply of 2750 
nwnbers more. 'In view of ex1l'8me, ur.tncy, 'the elttire auPPly was 
air-lifted from 'abroad at a eDst of Its; o.st la1ih. ' . 

1.11'. MIriJatry intimated ~em~r 19~) }hat" ~t~ context of 
the recastintc of priorltle~. that ~~e .nec,'~ry in the wu, of the 
hostilities in \".5, ,th~ fl~ry; had't;o give ,p'reit!rence ~ ~.heJj pri?-
rity items in the production of which the factory continued to remam 
engaged for a considerablt; time and that diversion of efforts to under-
taa manufacture of.the item la question woutd bave adversely affect-
ed production of higher priority Itema wblch would not have been 
desirable in the overall in.terest. 

[paragraph 8 of the Report of the Comptroller and Auditor 
. General of India fot the year 1t'11·'72, Unioa Government 

(DefeBee 8ervieI).J 
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i. U8. As~~~ as to why no actibn was taken to estahlish the manu-
1acture of ~e item along with the weapon, the Ministry of Defence 

, ,tated: "II';. 1909' two numbers of the weapon were imported from 
,the foreign manuf*Cturers to assist in establishing indigenous pro-
&duction in our own Ordnance FactOries.. The manufacturer supplied 
certain Too1s ~Jld ac~ssdries along -with theSe-as per'their scale. 
DGOF was required to s~ply C.E.S. '(Complete Equipment Sch':!dule) 
.items as per this, seale' agliinst the ftrst order for 60 weapons placed 
.on DGOF. The item 'in question W8/i not one of those included in 
!the scale given by the foreign manufacturer and. ,as such no demand 
for t1'\is item could be placed ,on DGOF at that tim~lSy the Army. 
ffence DGOF could not also take this item into consideration while 
planning the production otthe weapon and related ammunition in the 
prdnance Factories," ' 

The Ministry added, hpwever, on the basis of .user's req/.lirements, 
/'lImy rlljised a demand for 1620 Nos. of th,is item in November, 1961, 
.which was met from import. 

1.119. Accordin,. to Audit; keeping in view the urgent requirement 
pf the indentor and the time needed for establishment of production 
~t was d~ided to import 1000 Nos. of this item qut of the)750 Nos. 
required for the weapon and to manuf~cture the r~mainjng 2750 Nos. 
iindigeR~y. When enquired whether the possibility of procuring 
the item from the trade sources intbe country w~ explored, the 
:Ministry have informed: "Army raised an indent for 3750 Nos. on 
DGOF in October, 1964. The question of indigenous production in 
the Ordnance Factories was then examined and the lead time for 
establishing production in the Ordnance Facto!,ies wa3 assessed as 
18/20 months. Accordingly, a decision was taken to import 1000 
numbers for meeting the urgent requirements of the Army and to 
produce the balance 2750 Nos. indigenously. Since the intention at 
that stage was to establish productioa of the item in the Ordnance 
Factories, no seri~us effort for procuring the item from trade sources 
was made. A reference was, however, made in July 1965 to a Madras 
firm but no favourable response wu received." 

The MiDiItry further atated: ''Since supplies from the DGOF did 
DOt matertallle, ef!ont wete made from March, 1868 onwards to Weate 
alternative 101iI'CeS ill the trade through Department of Deieace Sup-
-pliea. whim remttW trV'eDtually in placement of supply orders on 
2 local firms tblDugh the Departmeat of Defeaee Supplies." 

1.120. It is mted that the order for manufaeture of 27SO Nos. of 
~ Uem Vial placed on the orda8aC8 factory in June, 1985 but this 
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...... misplaced .. ' Ask~ 11 ~ere q no.~~ ~;k.-~akh OVe1\ ~e­

. orde.rs...Py the factol}' ,tillt~eyare" executed, .tbe ~~ have. inti--
mated: "It is no~ fully,eorrect tb:at the~xtr .. d -placed in .June 196i 
was m~lacealn ~ .. fa~ri. The iJl;~~.tion since carried aut 
have revealed ~t. the e¥tr~tin .q",esti<w .was received and retain-
ed ~ ~ethen aener~,.l{a~~ i;D'bis omce, without being released 
to the concemed~iQn/~~ce wlththe ,re~(~t.~ laUer was un-
aware of the position a~d thill~d to the impression,that the exbact 
was milplac;ecL It ·is.presumedihat the then General Manager (who 
expired on 22-+67) retained Hie extract witho\it releaiing. the same" 
for progressing by the concerned section, since ,he was. aware that 
in the then existing position of workload and resultant recafting of 
priOrities, it was not possible for the factory to undertake this item. 

There is a system 'for watehing the progress'of extracts placed on 
the factories. In -this ease, -no watch could be kept since the extract 
was not acted upon." ' 

1.121. In regard to 'whether -the Director General, Ordnance Fac-· 
t1ries,kept any watch over the execution of theori:leT, the Commit-
tee were informed "As 'per progress watehing &y!tem that was 
preval1!nt at the 'time df pl~ment of the' extract, 'tn question, the 
extracts 'were being watched againsttndleaticm of prioritieg such as 
PX '(Operational Prtorjty) PI & 'Pl. In respect of extracts where' 
no priority is alk)tted, -no dose watch was being maintained, and 
only if whefl eXJ*!itors were received frofn theindentors, priority 
allotment was suitably 'raised. In the present ease, no priority was 
allOtted' and hence no closewateh was maintained on the progress. 

The progress w8'tdring system, _ . since been revised and Quar· 
terly Computerised, Progresareporting he been adopted, which takes 
care of each and eveiyextraet :Irrespective of priority-category." 

, t 

1.122. It has'beeIl ... ted that WI A\1guat, ,19'l1, the incientor .also 
did not make any enquiry about this, supply. The Co~mittee .en-
quired whether there was no system in the indenting (;rganisation 

'to ~p'Wateb overtherecetpt of-.u.ppliea apinstmdi'orders, the-
MiniStry have ilifohnecHhati~1s:a)aid dI:JwR-~lD'e whereby 
the 'l'fIOeipti ai'~",atellea by 1he' l~ ....... p~ . media of "duet; 
il1'w.cotd&.". In rep1y'ilJ'* q1ierf--rte ·,..J,d_;'irWtil'tor did not 
i.lake a'Wf enquiJ!1 ,·tilI' Aug.t,: WlI, 'tlwl C· # h~' rba'fe ,l:ieen in-
fOrDllitCltha.t fur~her investiga~ons have. ,rey-r~ that Central Or-
.d~~~Depot ';' ":, iA~t:e!, ~ telJllnder to the fat~tiv.:lth cOpy endors-
ed to the Director Generlil, Ordriance "actott~ on the 18th March. 
1968. This, however, does not appear to have been received either 
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in the Factory or in the o~ of ' ,the! ~r··Ge_.l,·Ordnance­
factories." 
.i (', : ,\,t i 

'When."attked 'as'1owhy1he f~"dfdIJftM itlfomdlbout its inca-
prOOitt forUndt*-taItlng the )ebl\thee· the ~er was "laced j·n June, 
1985' itself otfmrMdiately dM'eaflier,'1tI;et'Mm., haft stated as 
uDder:' '~'Orfreeefpt"of th. indeilt·for 3'150 ,MM. pllc*l on DGOF in 
October, ltM,''theq1H!SttM· ... bei. kdgenoUI··Wtanufaetl.IIc of the· 
item th· the ·Ordna~ "act~' bctuld"be undtrtlkeit was examined 
in deta'il in consultation With tMGmel'al-:Mana.rer of ,the :FactoIY. 
Although the Factory wlUI 'intttallyhesttaht to' Undertake t.his job, 
with a View' 'to avoid impom,·tt '\WS utUmately·decided. to establish 
the manufacture 'of. the 'i1etn 'inibe'Futory. As-'per assessment of 
the 'th~ General Manage!' the factotyhad· the ctapabiUty for under-
taking the manufacture·reven. it it mea'ftt !ttMing the nN!Ourees of the 
available tool room capacities. In the context of the above position 
the qllestion of the .FacfRry intima~ill' l~crk of facilities at this FtagC' 
didn,ot ,!riIe. 

'f .' 

OP, .re'leipt. of. llr.nt .. elli~it(>,r fro'll. theAqny '. in Awgust, 1971 
;the ipoaition W;lS r.fitvjew~!\py :tM . .r,~~ry*Il' ~971, ~nd the t~en 
Ge ... rall4Jna&er •. _~ ,~r~"w.t~t.it :wqu14 pot l.,e.possible 
to uZ1d~ta.ke tile: w,9l'k ill ~ ~t,Qry, eJPecj,al,ly; IPnce ihe mant$c-
ture involved extensive too lings jigs and fixtur~. sauges for intri-
cate all,oy st~l forgings and machining work for a sma)) quantity.'~ 

; 'I ,.. ~ , , f I' ' ..'.. . 

. 1.124. Th~i CCnrithf~ ~~~frlrtn~ 'ihat \\.hffe tHe pricepcr 
piece of the tteIh af~er'b~ttfrt'_ ftg~.'1Oti 40 ort!y, the pticc' 
Pet' 'plece'tn tt1~. ~~queth: ~ptfty ~: Of 19'7t' went 111'fb Sw. Cr. 
55 'pet'pl~e lirid 1huS·-th~ extn" e~ture W«s'Rs.·S8:930. 'the· 
Ministry have stated that no investigati(;H"fiatl'bee'trlnade for the 
lapse for wruch the. item bad to beimport.ed. at p,igher cost. 

1.125. The Committee are concerned to ... 6at .the order 
placed out~e Ord~aDce Fact~}D lu~, IH5 for ~ ... ufJldure of 
.27$0 ...... ~.~,r~~lr.e~ ,(.- a \1V~~. f!~d Dot ,be executed 
as ,IlOlM:tion was. ~kell liy th.e QeD"-·~~er of' the Ordnance 
Fa~~. It Js .urpris .... UpAt ~~~ifie order was I$portant, no 
. onef~o~~ it ,~'p ,c~ly. ~t ~ ... ~by lite ,1~linistJ:y Utat 
the ~er~ ~r "i~ IO.~ Ile ,,~,.w~e',t"t it w .. DOt possible 
~ ~ FIIe~ ,ta..~~·the.~. ,.c;taQ.'. '. ~rtll!a .. jtem~ ,Bad 
he mtlmatetl the po.ition to the ~,~~t,iY,e lO,a~s . ((tUld 
bave beea Ioeated. Bowever," the 'Geaeral 'itaaapr .... ainee 
expired, the Committee ...... tlaat .triet iDstruetions should be 



52 

illSued to the Geaeral M....,ert of the on_nee Factories dlat 
-..... of tJaq type should he .voi .... 

1.126. An indeDt for the supply of an item was pl.ced by the ..orcl.ofnee Depot ia ()etober, J,JM. Apart from .• reminder ,to the 
. Ord~e V.dor,- with a eop,- encloned to the. DGOF in Mareh, 
1966, which, strallllely enough .,. DDt appear to have beeD received 

. by either of them, there was no follow-up by the indentor till A1IIllst, 
1971. The Ordnance Factwy ."inc expressed its inability to mauu-

,fadure, ~750 item. bad to be airlifted (freight Rs. 0.36 lakhs) from 
.broad to meet urtent reC(uiremeDts at an extra cost of Hs. 0.59 lakhs. 
It is clear that the system in oper.tion at present is unsatisfactory 
or inadog""t.,. Sinee in this c.se, it led to considerable expenditure 
in foreign ~xcban&e baviD& to be incurred, the CORunittee would 
like Gove1Rm."ut to examiDe the procedures and system with a view 
to taking ~s to ensure that costly I~ of this D.ture do not 
recur. 

1.121. A~~{)rtling to the Ministry, the Director General, Ordnance 
Factories could not take this item into consideration 1vhile planning 
the productio,ll of the weapon, because the item in question was not 
one of those 'induded in the seale given by the foreign manufadurer 
when two weap.ons were imported in 1951 to assist in establishing in-
dl&eoous prod~ction. The Committee would like to kno,v whether 
it was not a breach of contract by the fOreign finn amd if so, what 
actioD was taken. -

1.128. The Committee further regret that no serious efforts were 
made by the DGOF to procure the item from trade, ill time with the 
result tbat the i~m had to be imported OD Beveral ocea.~ons. They 
hope tb.t in future aU pouibtlities of locatiq indiaenous maDufac-
ture of defenee stores would be explored and in time before placing 
orders .hroad for import. 

COST OF MANUFACTURE IN AN ORDNANCE FACTORY 
Au.dit p",.agrtlph 

1.129. Episcope, an optical instniment used .in a tank, is produced 
in an ordnance f~~ff and is allfO procured from trade. While the 
Price of episcope purchased f~m the trade '( ord~r was placed on a 
.firm for '400 eplsco~ in Nt'vember. 1970 which was increased to 600 
in May, 1972) w~ jts. 845 each, it is coat of productit>n in the ord-
nance, factory (w1!-:rt: production hacl been established by the end 
of 1986) was Rs. 1.182. 1ls. 1.110 and lls. 1.~15 e~h dUflne 11167 .. 68, 
1968-89 and 1~70 ~tively. ,." 

.. , .. , -
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-1.130. The firm supplied 344 episcopes upto July, 1972 out of 600 
~rdered. Tbe ordnance factory on which an order for production of 
-f,60() episcopa was placed during June, 1964 to 'May, 1988 suppUed 
.2,109 upto }4arch, 19'12. ' 

1.131. The Ministry atated (November. 1972) that, as per th~ esti-
-:mate framed in. July, 1972, the maximum cost (which includes fixed 
.-oerheads) of the episeopes produced in the factory was -Rs. 1,108.56 
·~ach. out of which RI. 486.27 repre8ehted fixed overheacls and 
_::B.s. 196.02 variable overheads .. The Ministry added that, 'as per the 
latest (September, 1972) cost of IBIlBufacture, unit cost of produc-

~ tion was Rs. 920.79 while the minimum cost (materials, labour and 
·variable overheads) would be Rs. 559.39 if all the fixed charges were 
...excluded, and that it would be appropriate if this minimum cost was 
taken as the basis for comparison with the trade cost -of Rs. 645. 

'While confirming that quality of the episcope supplied by trade was 
'not inferior to that produced iIi the ordnance factory, the Ministry 
'stated that, while comparing the cost of production in the factory 
:and that intrade, several factors such as higher pay scales of work-
-men and other -elements of emoluments in ordnance factories, expen-
-diture on welfare measures, etc., should be taken into account. It 
'was also stated that if orders for articles already el>tablished in the 
·ordnance factories and for which capacities existed were diverted 
~to trade, it would result in existing capacity becoming &urplus. 

[Paragraph 7 ~f the Report of the Comptroller and Auditor 
General·of In~ for the year 1971-72, Union Go~mment 

Defence Services)] 

1.132. The ComIIitt:tlee understand from Audit that lithe intention 
:at the tiine of unctioning the Factory was to get maximum Assem-
"blies including'ViJion Jautruments manufactured at .... Or Ordnance 
-Factories. A. proposal to enter into a aeparate agreement with U.K. 
'Govemmentfor manufacture of Vision and Sighting Instruments 
at .... was dropped Ko efforts were made to locate trade sources 
for the Vision Instruments as the intention was to obtain the re-

. quirements ·from .... when additioual capacity was created at Ord-
nance Factory. under 1'Jaase 1 and tI ~ugmentation Scheme, for the 
production of 16 "Sets of all Tank Siehting and Vision Instruments 

.including Epiacqpe -No . ..,. 

1.133. The Committee clesired to know as to when was thia addi-
-.tional capac:i\y -createtllD the Ordnance Factory, wader PbaIe I • 
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n .0f4lJgmentation Scheme. The Ministry'of Defence stated iii •. 
note: .~ AUIIDentation scheine wu: of • general nature cateriJfg~ 
for actdttlonal capacities for various instruments required fortl:ie~ 
Services including a number of Tank Sighting and Vision Instru-· 
men·ta, of which EpillCope is 0IIe. The .ecMDSe .visaged building' 
up ~Ql)Qjty for .... ~d "w" "Betioned Jin 'two !lhases. Phase I of-
the scheme was sanctioned on nth. April, '1.., IIhd Phasell of the' 
scheme wal unctioned on 11th June, 1910 and the capacity enisaged' 
was to be built up steadily. While mOlt of machinery items re-
quired for the aUgJnentatioD scheme have since been. received and 
have been commissioned, a few imported items of machinery are yet 
to be received. However the Factory, is now in a position to achieve' 
the planned capacity for Episcope by slight adjustments of produc-
tion of other items." 

1.134. The Committee were informed tb,tthe first U"P on Ord-· 
nance Factory Wa& placed in June, 196tJor BOO Nos. The prototype' 
was prod\1ced and accepted in 1960. The bulk supply of episcope 
was commenced in March, 1967. In FebruafY, 1m, the Ordnance' 
Factory achieved a production rate of 80 NOB. of Episcope per month. 

The total quantlty of Ep1scope producett in the Ordnance Factory 
till the end of October, 1972 was 2,568 Nos. as against a total order 
of 4,600 Nos. The latest position of the production of the item by the' 
factory \1Pto 15th August, 1973 is 3()23 Nos. 

1.186. Asked about the necessity to place the order oll the private-
ftrm when additional capacity had been created in. the Ordnance 
Factory, the MiniStry stated in a note. "The additional capacity 
planned in Ordnance Factory came mto effect gr.adually over a 
period of a few years. In the early stages the requirements for the 
item waabeing made by import. 'Sinee the. then, available, capacity 
of Ordnance Factory was iDaciequate to meet the tulLrequirements 
and with a view to stop imports as early as possible Civil Trade 
sources were developed pending completion of the augmrn,tation 
project." 

., 1.138. The Committee desired to ~ow",hether before creating 
":. ~dditional capacity for manufactufe Qf' the EpisC~e in the Qrdnance 

Factory whether efforts were made to loc:.te Jiade sOUfces for the 
:tems and the feasibility of obtaining from those sources examined. 
q reply. the Ministry stated: "In 1966. ,the Qptical Instru~en1.s re-

:l'4.i~ .oIPr a. n~ber o~ equipme.llts upder prOd~ctron ih tb"e Ord-
,- nance Factories appeared to preseht a bottleneek. A deelsion was. 

therefore, taken to augment existing capacities within the Ordnance-
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"Tactories for meeting the requirenuMts for the Optical Instruments 
-to match with the main equipm8R1f.already under p~n in th~ 
-Ordnance Factories. The Co~te ,Augznen.tation $lcheme ill • 
. Ordnance Factory was accorc:llitgl" sanctioned. It was not there-
10M con'llderM rieceaa'1 at: that . Stage to explorct trade IOUrces for 

, the item.· 1ft qulltloa!' . 

1.137. The Committee were intimated that the first order on a 
trade finn· was plaeed .. September, 1_ for 61'1 Nos. :aDd 'the .... ~ 
ply from this lOUl'Ce fJOmro._'kl~bet 19811. '. . 

As per the order placed on the firm in November, 1970, bulk sup-
plies were to com~ftpQ).: .... ~ 1m1 " the ......... ~ ueits 
,per mo~. A,s.,$Jut the, D. Ep8c:ope., --e«, tlte .tal ctuaDtlty 
supplied by Ute ftna ia.3Si'~.''''''3lst July, ·lila. :J\Med.'''lut 
~the reasons fQr ~ in tIse·.,ply, .tbeMiniitry ~:"-'Yn.rl 

"Supplies werepeld ~p as ~Prism Blanks' JJld C~hatter Alloy 
Castings' h~~ tQ. b~ ~btained b.y the firms fr~ outside. 
Prilm.~lan~ ~ peing ~ported and $¥teJ: ~oy ,Cast-
ings ar~. S\lppUedby DMRL~ Hyderaba4." " " 

·'1.!SW.' Aitid .. ~flW~e·IW WM thtf rihly oite capabl~ of pro-
.during items, the Ministry stated: "Another sdurce had also been 
located and orders were placE!~ 011 th~ firm in October ~ 1968 for 800 

, Nos. against wh~h 342 h~.v~ b~en suWlied upto ,~~st July, '1973." 

1.139. Accoratng to Ati'dtt' 'Plragriph. whiItdhe price 6f the epi's-
rope purchased from the trade Wils Its. 645 each, its cost of produc-
tion in the Ordnance F'etorj ·'fIas'Rs. 1,192. Rs. 1,110 and RI!. 1,015 

. each duttng 1967-88; IJ68-6t .nl:ll~70 respect!\tely. 
. 'I';' '. ~ 

The Committee desired to that in view of the lesser price offer-
,-eel by trade whether any attempt was made to reduce the cost of 
production in the ordnance factory. The Ministry furnished the fol-

~iowing information: 

"As a result of experience of production over the past lew 
years it has been possible to progressively effect ~me COlt 
reduction as indicated below: 

. Year: Cost 
1967~ Rs. 1192.13 
1968-48 . - !Ia. 1109.68 
1969-70 Rs. 1014.67 
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lW70-"Il 
1971-'72 
Sept., 1972 .. 
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Rs. 1124.75 
Rs. 1102.14: 

Rs. 920.79 Estimated Cost-(Actuaf"':' 
cost 'Qucm, 1972·73 was--

Rs. 1000.36 each). 

The Ministry added that periodic revision in dearness allowance,' 
percentage as well as quantlUD of tnten.,relief had, however, partir' 
offset the reduction in cost achieved. 

1.140. TbeCommittee find that while the pl'iee of the epis(ope' 
purchased from, the tn4le was ' •. 645 eeeb,its eost of production ill ,. 
the OH ..... ee Factory was as. 1192.13 in 1967·68 which was progres-' 
sively brought down to Its. 1008.36 in 1172-78. Further, the explana-
tion given for such a high (ost of produdion in the Ordnancc Fac-
tory is not quite convincing. The Committee, therefore, desire that 
there should he no avoidable duplication of efforts anft tbat tbe cost 
strudure of the Ordnance Factories' produc«oil sbould be gone into 
in a scientific manner with a view to bringing down tbe costs. In 
this connection they would recall their obiervatloDs CODtaIDei ... 
paragraph 2.88 of their 82nd Report (Fifth Lok Sahha). 

1.1'1. The Committee are quite definite that once a line of manu-' 
facture is established in the ordnance fadory it should not be dosed 
down merely because the item can be procurred at a lower rate from' 
printe sector units. Instead the Govemment should study tbe cost 
strudure of the snppliers in private sector 10 as to ascertain why is, 
it that the ord'DaDee factory cost is bieber aDd then take action to, 
etfect economies particularly in overheads and improve ~fliciency. 

NEW DELHI; 
April 5, 19'74. 
Ch4itra 15, 1896 (5). 

JYOTIRMOY BOSU, 
. Chairman, 

Public Accouta Committee._ 
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(ViM: para i· 2.f ~f the 'Report) 

Sua"""" ~ ,III rot, til &O#!' IU r,11«ud in lIN EtU,.,." MI1IIl ,,",rUt 'nMrD' 
(CtIlCflttIJ ,au) 

. \ 

Momb IDdDate of Inue Copper Scrap M*d Rate, 
per 100 K,. in RI. 

(I) (2) 

Febrttory. Y€Qr Is69 
3rd Pebruary , JI80'co 
lOth " lI9Q'OO 

17th " 1200'00 
24th ... 1210·CO 

March. 
3Td March 1210' co-
loth " I2OC·CO' 
17th " JJ9Q'OC 
31St ", 1200'00 

Aprif. 
7th April 1210'Co 
14th " I2CO'CO 
21St " I2IS'CO' 
28th " 130S·CO 

May. 
sth May J320' co 
12th " 1310·Co· 
19th " 1315·00 
26th .. 1380'00 

:1-. 
2nd JUDe 13-40'00 
9th " 133°·00 
16tb " 1325·00 
30th .. 1320·00 

Jrdy. 
7th July 133°·00 
14th .. 133S·CO 
21d .. 1330·00 
28th I 

". 1340'00 

fS7 



.A.,,,st, 
4th Ausust 
18th " 

" ,,s,,,..,,. 
lit September 
8th " Ism " 
32nd 
a9th " 

,Ocrober. 
6th October 
13th 
20th " •• 

,N UlJem~er • 
3rd N(;vember 
loth 
17th 
34th 

" 
" .. 

,December. 
1st December 
8th .. .. 

•• .. 
:'anuary 

5th JanuAry 
13th ... 
26th .. 

. Fllmtary, 
and February 
9th II 

16th ".'" 
a3rd .. 

. M.cII. 
and Mardl 

~, 16th ,.u~ 

23rd It 

30th II 

(I) 

. .. 
\ 

t' 

Yea, '1-;0 

(a) 

----------

• • 

• 

• 
• • 

13,0'00 
1370'00 
1355'00 

1400'00 
146,'00 
l!oo'do 
15a5'oo 
1525'00 

1490'00 
1.490'00 
ISOO'OO 

1480'co 
1495'00 
.'00'00 
IS2O'CO 

IS20'OO 

155o'cO 
16i80·0.0 
1600'00 
1610'00 

.1620'09 
1625'00 
1635'00 

1640'1;:0 
1610'00 
1615'00 
Is80'co. , 

156Q'~0 

1'35'CQ 
1S40'cQ 
1540'00 



April. 
6th April 

13th " 

" 20th 

21th " 
May. 

4th May 
11th It 

18th ,I 
25th " 

1tm£. 
'1St June 1 
2znd " 

29th " 

1u1y· 
6th July 

13th .. 

20th .. 
27th .. 

~t. 

11th A1JIUIl 

24th .. 
3 lit .. 

&,IftfINr. 

7th Septanber 

14th 
2Ut 
28th 

19th 
26th 

III 

., 
.. 

.. .. 

59 

(I) (2) 

1540'00 

'1540'00 

1550'00 

1550'00 ' 

1545'00 

1550'00 

1530'00 

1545'00 

1500'00 

15040'00 

1510'00 

1550'00 

"485'00 

1490'00 
1500'00 

'470'00 

1460'00 

1450'00 

1450'00 

1440'00 

1440'00 

14,0'00 

14'5'00 

1425'00 

'410'00 



lfovrmblT, 
9th November 
16th " 

14th 
211t 
28th 

" 
" 

" 
" 
" 

1a11uary, 
4th ]anuuy 
11th " 
18th ~, 

" 

IItPcbnwJ 
8th 
15th 
22nd 

" 
" 
" 

March, 

April, 

MtIY. 

~ 

lit March 
8th " 1,5tb 
22nd' " 

" 

5th April 
12th " " 
19th "~ : 
26th .. 
3rd May, -

loth .. 
17th •• 
24th .. " 
31st .. 

60 

(I) (2) 

1410'00 
1390'00 
1360'00' 
137°'00, 

1370'00 
1370'00' 
1350'00' 
1310'00-

J"290'OO 
1'300' 00 
1310'00' 
1320'00 

1335: 00 
1350'(0 
1330'00 
1330'00 

1330 '00 
1310'00 
1300'00· 
1335'00 
1355"00 

1360'00 
1365'00 
136,5' W 
1370'W 

1350'00 

1345'00 

1'950'00 

1)60'00 

1360"'00 



-----------

.'Im, 
7th Jun(; 
14th .. 
2J8t 
28th " 

5th July 
l'th 
19th " 
26th 

Arlgusf. 

2nd August 
9th .; 
16th " 
23rd 

30m 

Stptnrrftr_ 

6th St'pttm~r 
13th " 
20th 
27th " 

October. 

nth OcTo~, 
18th 

25th 

NMJtIfIMT. 

" " , 

lit Novtmber 

8m t~ ,. ; 

15th .. 
22nd 

29th " 
~. 

6th neamber 

" 

" 

81 

" J2) , 

, 
.VtIO·~ 

~ 

,1410'00 
1460'00 
1460'00 • 

; , 

1<460'06 . 
145°'00 .. 
1450'00 
1410,' eM) 

142°'00 
1415'00 
1410'00 
1·410'00 :' 
143°'00 . ' .. . , 
1440'00 
1440'00 .: 
1440'00 , , 
1440'00 • 

~' ,'" 
1420'00 .' 

, ". l.po'oo . 
1410'00 

~ . 
1360'00· , 

1380'00 ,',:" 
'1 .:. 

1300'00 

1300'00 
1280'00 • ~. 

'" '. ~,.t' 

': 1'. 
1210'00 :i' 
1210'00 "; 

1360'00 

1360'00 

•• 

---
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(I) (2) 

YeQr-1197 

J tIIfIIIIf'Y. 

JM JIDIW'Y 1360'00 
lOth " 1370'00 
17th " 1400'00 
14th " 1-410'00 
Jilt .. 13-40'00 

" 1Inwt.I1'y. 
7th February 1360'00 
lilt 1370'00 
18th " 1360'00 

Mtm:It, 

6th March 137S'OO 
13th " 1360'00 
loth .. 1370'00 

AfWil, 

JM April 1369'00 
loth .. 1360'00 
17th " 1370'00 
.,.th .. 1360'00 -. 

lit May 137.5'.00 
*h .. I~'OO 

I,th " 137S'oo 
.aDd " 1400'00 - " 1)90'00 ,.., 

5th June 1400'00 
nth " 1400'00 
19th .. 1)90'00 
16th .. 131S'oo ,.,. 
Jrd July 1390'00 

10th .. 1400'00 ,7th ,. 1310'00 - .. 1)60'00 
'Iat .. 136.5'00 



.. 
6,~ --

(I) (2) 

AUfJUt. 
7th Auauat 1a65'00 

14th " 1360'00 
:nat " 1)65'00 
28th " 1360'00 

SepumNr. 
4th Stptember 1360'00 
nth " 1360-00 
18th " ,1370 '00 
25th 1375'00 

Octobn. 
md October 1380'00 
9th " 1400'00 

16th " . 1380'00 
30th " 1370'00 

NOfJember. 
6th November 1360'00 

13th " 1370-00 :j, 
20th " 1375'00 .r 

27th J38o'oo '0( 

" )-
j 

DICember. ... ) 
4th December J380 ' 00 

JIth " 1380'00 
18th .. 137°'00 
25th .. 1370'00 

YEAR-I973 

1--:y· 
1St January 1370'00 

. 8th " 137S.oo 
ISth " 1380'00 
2Dd " 1390'00 
29th " 1390'00 

F"'"-Y. 
26th Peb11W'Y 1450'00 

MardI. 

sth March 1520'00 

Izth " 1520'00 

19th " 'tSSO'oo 

:a6da .. r,so·oo 
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APPENDlXm \ 
(vide Para 1.41 of the Report) 

No. 212121SPIC 
GOVERNMENT OF INDIA 

MINISTRY OF DEFENCE 

D.G.O.F. 6, Esplanade East, 
Calcutta-I, the 11th May, 1973. 

Te 
All Factories, 

$UBJEcT: Procedure for disposul of surplus stores and waste pto-
ducts etc. in Ordnance Fys.; 

REFERENCE: This office circular letter No. 212!2ISPlC, dated 1st 
August, 1972. 

Normally factories ask for offers submitted in response to their 
asYertised tenders for disposal of surplus stores etc. to remain open 
for a period of 2 months from the date of opening of the tenders. 
After preparation, the CSTs alongwith their recommendations are 
to be forwarded to the DGOFIRD concerned through Accounts 
channel for final decision. In this connection your attention is 
drawn to this office circular letter No. 109ISPID, dated 23rd April, 
1971. 

2. Despite the clear instructions issued under the above quoted 
circular, instances have come to notice where the factories have 
furnished CST to this office without giving the required inform a-
tionslparticulars either in the CST or in their letters forwarding the 
preposal thereby causing difticultiesldelay in finalising such pro-
posal expeditiously. To obviate unnecessary back references it is 
again impressed that while forwarding your proposals regarding 
disposal of surplus stores etc. on the basis of advertised tender all 
the relevant informationlparticulars as laid down in the above 
quoted circular dated 23rd April, 1971 are duly furnished. 

3. In, this connection your attention is invited to this office 
ci~ular letter No. 212121SPIC, dated 29th September, 1972. The 
Faetories have been instructed to submit the proposals to their res-
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pective RDs for disposal of surplus stores, waste products etc. 
~g&inst Zldvcrtised tenders. 

In order to ensure that ftnali$ation of the proposal is made with-
in the validity period of the ofter, the following time schedules 
$hould be strictly adhered to henceforth:-

Submission of proposal in t'espect of advertised tender .,.equi'ring 
decision of RDs. 

(i) From the date of opening of the tenders, the propoSal should 
be submitted by the factory to their respective LAO within 5 days. 

(ii) The LAO on receipt of factory's proposal will transmit the 
same with their comments to the Internal Financial Adviser with-
in 7 days. 

The Internal Financial Adviser on receipt of the proposal from 
the LAO would forward the same to the R.D. concerned within 7 
days. 

(iv) The RD concerned will communicate his decision to the 
factory concerned within 3 days after receipt of proposal from the 
Internal Finanial Adviser. 

(v) The Factory concerned will communicate their decision to 
the parties concerned within 3 days from the da.te of receipt of 
decision from the R.D. 

Submission of proposal in respect of advertised tender requiring 
decision of naOF 

(a) From tJte date of opening of the tenders, the proposal should 
be submitted by the factories to their LAO within 5 days. 

(b) The LAO on receipt of Factory's proposal will transmit the 
same with their comments to the CDAIFys. within 7 days. 

(c) The CDA (Fys.) on receipt of the proposal from the LAO 
would forward the same to DGOF within 7 days. 

(d) The DGOF will refer the case of DFAI Fys. within 4 days. 

(e) DFAIFys. will return the case to the DGOF within 3 days. 

(f) DGOF will communicate the decision to the factory within 
4 days. 

(g) The faetory concerned will communicate the decision to the 
parties concerned within 3 days from the. date of receipt of the 
decision from the OOOF. 



t3a 
4. In cases where the validity period is less than the period of 

2 months and ~he offer is considered attractive and valid in all res-
pects, such cases should be dealt with on most expeditious manner 
and proposal should be submitted f~thwith ignoring the aforesaid 
time schedule, so that the case is finalised within the validity period. 
period. 

5. As regards Excise Duty, mstructions contained in Central 
Boa:d of ExciSe and Customs, New Delhi letter No. F.2316170IC. 6,1 
dated 20th June, 1972 circulated under this office letter No. 2121XXI 
VIJIII2ISPIC, dated 15th September, 1972 should be rigidly fol-
lowed. 

6. Kindly acknowledge receipt. 

Sd!-
I. B. BHOSH, 

ADGOFlSP, 
For Direrto'r Generql, Ordn.ance factories. 



APPENDIX IV 

(Vide para 1.42 of the Report) 
No. F.4119173ID(Prod) 

GOVERNMENT OF INDIA 

MINISTRY OF DEFENCE 

DEPARTMENT OF DEFENCE PRODUCTION 

COpy 

New Delhi, the 1st December, 1973. 

OFFICE MEMORANDUM 

'SuBJECT: Formation of study group to review the p'rocedure for 
dispo ... ul of scrap I waste material. 

It has been decided to constitute a study group to review the 
-existing procedure in regard to the disposal of surplus (a) Ferrous 
·and (b) Non-ferrous scraplwaste items in the Ordnance Factories 
.and to make suitable recommendations to the Government. 

2. The membership of the study group will be as follows: 

(i) Shri Siri Ram-RD (NR) Convenor 

(il) 'Shri R. N. Datta-DDGOF 

(iii) Shri A. N. Bhattacharya-DFA(Fys.) 
(iv) Shri R. Krishnamurthy-JCDA (Fys.) 

(v) Shri I. B. Ghosh-ADGOF (Member Secretary). 

3. Terms of reference of the study· group will be as follows:-

(i) To determine the types of (a) Ferrous and (b) Non-ferrous 
'scraplw8Jtte products ar~sings in the Or<klance Factories and their 
average ann~ quantuDL 

(ti) To examine whether there is E~ope for (a) their reutllisa-
tion in the Ord Fys. or (b) utiUsati('n in other Government De-
partmentslPublic Undertakings and if so, to indicate the mode of 
iheir disposal. 

69 



70 

(iii) To lay down the guidelines to determine the best mode of 
disposal of the scrapiwaste products that cannot be utilised in the 
Ord Fysiother Government Departmentsi Public Undertakings, i.e ... 
whether by auction, open tender or running contracts. 

,:; ,.' ~ • : '. i r 

(tv) to determine; 

(a) whether there is any scope for further modification of 
the exillting powers of GMiRD in respect of scraPiwaste 
materials. 

(b) whether the existing time schedule in respect of dis-
posal by tenderia~ction requires any further modification .. 

~~) whether the existing procedure for the fixation of reserve 
. price for auction sales provides adequately for taking into 

account the market rateiMarket trends of prices and 
whether this procedure requires any modification to 
safeguard the Government's interests and s.ny inbuilt 
system can be introduced for watching . market rates i 
trends as guidance for auction I tender sales. 

(d) whether the powers of the auction Supervising Officer to 
accept bids below the reserve price requires any modi-
fication. 

(e) whether the existing procedure of acceptance of offers 
against tenders requires any modifiCation to ensure the 
maximum realisation of revenue, dependent on market 
rate. 

The study team may make a test check of a few ~ases in this 
1\ connection to examine how far the market ratesimarket trends 

have taken into consideration while fixing reserve prices. The 
study team ma.y also hold discussions with MMTC. 

(v) Any other relevant points relating to disposal of nOIl-
ferrous scrap I waste produets. 
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4 .. The Study Group ",ill submit their report within three 
months. 

DGOF Calcutta 
DF A (Fys) , Calcutta 
CDA (Fys) , Calcutta 
Copy to: - FADS 

CGDA 
Add!. DGOF (OEF) 
RD(CR) 

adj- (AMAR CHAND), 
Under Secy. to the Govt. of IndiA. 

. '" 
Members (by name). 
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S1. No. Name of Agent SI.No. Name of Agents 

WEST BENGAL 32. LabJunj Book Stores 
12, Municipal Marleet, 

:no Grantholoka, Inpath, New Delhi. 
5/1, Ambica Mooltherjec R~d, 

Bahrec Brothen, Belgharia, 24-Parganal. ' 33· 

W. New Man & Company Ltd; 
188, LajPlt Rai Market; 

22. Delhi. 
3, Old Court House Steet, 

J aina Book Depot' Calcutta, 34· 

Firma K. L. Mukh0XldhYl1, 
Chhaparwals KUln, 

23· 
63I-A Banchharam krur Lane. 

Karol B!lg~, New Delhi. 

Calcutta-1 2 3'· Oxford Rook & Stationery Co. 

Mrs. Mani~, Buys & SeU •• 
Sandia H;,use, Connlught Place,. 

24- New Dellii. 
12.8, Bow Bazar Street, 
Calcutta-I2. 36. People's Publisping House, 

MIs Mukerii Book House, 
Rani Jhansi RO:1d, 

2~. 
Book Seller 8B, Duff Lane. 

New Delhi. 

Calcutta. 37· The United Book Agency, 
48, Amrit Kaur Mlrleet, 

DELHI Plhar.Ganj, 
New Delhi. 

26. Jain Book Agency, 
Connaught Place, New Delhi. 38. Hind Book House, 

82, Ianpath, New Delhi •. 
,27. Sat Narain'& Son9, 

Book Well, ' , ll4t, Mohd. All Bazar, 39· 
ori Glte, Delhi. t<J Sill' ,Niraukari Colony, 

npw.ayCamp, 
28. Alma Ram & Spna, . Delbi-9· 

Kashmere Gate, Delhi-6 

J. M. Jaina & Brothers, 40· Mf' Saini Law Publishing Co, 
29· 1899. Chandni Chowk, . 

Mori Gate, Delhi Delhi. 

30 • The Central News Alene1. 
23/90, ConDlught Placc 
New Delhi. 

MANIPUR 

Shri N. Chaob Singil, 
Tbe Baalilh Book'Store. 

41. 
31• New. Alent, 

1-L. Connaucht Circut, Ram La1 Paul ~ School AnDue, 
New Delhi •. Impbal.-MANIP • 
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