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I 

INTRODUCTION 
. . 

The Joint Committee to enquire into Bofors Contract was appointed 
by Parliament in terms of the motion adopted by the Lok Sabha on 6 August, 
1987 and concurred in by Rajya Sabha on 12.August, 1987. 

1.2 The Joint Committee consisted of 30 m!!mbers, 20 from Lok Sabha 
and 10 from. Rajya Sabha. The members of the Committee were elected 
by the respective Houses acco;·ding to the principie of proportional repre­
sentation. 

1.3 An esteemed colleague Dr: K. G. Adiyodi, M.P. passed away on 
22 October, 1987. The Committee place on record their deep appre­
ciation of his valuable contribution. Shri T. Basheer, M.P. was elected to 
serve on the Committee with effect from 4 December, 1987 vice Dr. K. G. 
Adiyodi, M.P. 

1.4 Later, two other MembMs, Shri Mahabir Prasad, M.P. and Shrimati 
Sumati Oraon, M.P., were inducted in the Union Council of Ministers and 
in their places Sarvashri Ganga Ram, M.P. and P. K. Thungon, M.P. were 
elected to serve on the Committee with effect from 16 ~arch, 1988. The 
Committee owe a word of thanks to them for their useful contribution to 
the deliberations of the Committee. 

1.5 Three other Members of the Committee, viz., Sarvashri H. Hanuman­
thappa, Ghulam Rasool Matto and Shrimati Kailashpati, who were Members 
of Rajya Sabha retired from Rajya Sabha on 2 ApriJ, 1988 on the expiration 
of their term of office and, therefore, ceased to be members of the Committee 
since then. The Committee place on record their appreciation of the 
valuable contribution made by each one of them to the delib((rations of the 
Committee. 

1.6 A technical presentation of the Gun system was made for the benefit 
of the Committee by the Chief of the Army Staff in the Ministry of Defence 
on 5 October, 1987. Later, the Committee were taken to a forward 
area in the Western Sector on 6 October, 1987 where they witnessed field 
demonstration of the 155 rom howitzer gun. Another demonstration was 
arranged in the Eastern s~ctor on · 21 November, 1987. These visits and 
the technical presentations that preceded them were of immense educative 
value to the Committee and were indeed indispensable for a proper 
appreciation of the 155 rom howitzer gun. 
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1. 7 The Committee held 50 sittings in all. Of these, 30 sittings were 
devoted to recording the evidence of various official and non-official 
witnesses." 7 sittings were exclusively devoted to study of the classified 
documents furnished by the Ministry of Defence. The Committee held 
in-house deliberations at 13 sittings. 

1.8 The Attorney-General for. India addressed the Committee on the 
legal aspects of the deal. · · 

1.9 ·The i~tal duration of the sittings of the Committee was 140.25 hours 
approximately. A 'verbatim record of the proceedings was kept. This 
runs into 2190 pages. The minutes of the sittings of the Committee form 
Part-11 of this Report. 

1.10 The. Committee recorded the evidence of the following official and 
.non-official witnesses :-

Official witnesses 

Army Headquarters 

(i) General K. Sundarji, Chief of the Army Staff. 
(it) Lt. Gen. Mayadas, Director-General, N.C.C. 

(iii) Lt. Gen. E. G. Kerr, Director-General, Artillery. 
(iv) Maj. Gen. T. P. Singh, Director-General, Weapons and 

Equipment, Army Headquarters. · 

· (v) Subedar Shivaji Jadhav (Surveyor). 

(. 
Ministry of Defence 

(vi) .Shri S. K. Bhatnagar, Secretary, Ministry of Defence. 

(vii) Shri N. N. Yohra, Additional Secretary, Ministry of Defence. 

(viii) Shri T. K. Banerji, Joint Secretary, Ministry of Defence. 

(ix).Shii A. K. Ghosh, Additional Financial Adviser, Ministry of 
Defence. 

Non-official witnesses 

(i) Shri Per Ove Morberg, President, A. B. Bofors, Sweden . 

. (ii) Shri Lars Gothlin, Chief Jurist and Senior Vice-President, A. B. 
Bofors, Sweden. · · 

(iii) Lt. Gen. H. Kaul, Deputy Chief of Army Staff (Retired). 

(iv) Shri M. C. Sarin, Former Secretary (Defence Production). 
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(v) Shri R. Ganapati, Former Secretary (Expenditure), Ministry of 
Finance. 

(vi) Shri W. N. Chadha, 
M/s. Anatronic General Corporation,· 
Vasant Vihar, New Delhi. 

1.11 The Committee would like to express their thanks to the officers 
of the Ministry of Defence and Army Headquarters for furnishing infor­
mation and making available various classified documents asked for by the 
Committee. · · 

1.12 The investigating agencies of the Goverllinent of India have ren­
dered all possible assistance to the Committee in ascertaining the details 
of the payments made by Bofors, the persons to whom the payments were 
made and the purpose thereof. The Committee record their thanks to the 
Director, CBI, Director, Enforcement and the Director, Revenue Intelligence. 

1.13 The Committee would also like to place on record their apprecia­
tion of the assistance rendered to them by the Attorney-General for India 
and thank him for his valuable advice on the legal aspects of the matter 
under inquiry. V . 

1.14 · Secretarial assistance was provided by the Lok Sabha Secretariat. 
A special cell consisting of three Legislative Committee Officers and a Chief 
Legislative Committee Officer headed by a Joint Secretary was created 
exclusively to deal with the Committee work. The officers worked ungrud­
g.ingly for long hours. The Committee place on record their deep appre­
ciation of the work done by these officers and their supporting staff. 

1.15 The Committee considered and finalised the report.at their sittings 
held on 21 and 22 April, 1988. 

1.16 On behalf of the Committee, I present this Report to the Parliament. 

NEw Dam; 
22 April, 1988 

2 Vaisakha, 1910 (Saka) 

B. SHANKARANAND 
Chairman, 

l9int Committee to er~quire 

into Bofors Contract. 
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CONSTITUTION OF THE COMMITTEE 

2.1 On 17 April,. 1987, some lead:ng newspapers of the country gave 
prominent coverage to a Swedish Radio Broadcast made the previous day 
that bribes had been paid to senior Indian politicians and key Defence figures 
to win the contract awarded by the Government of India to M/s. Bofors of 
Sweden on 24 March, 1986, for the purchase of FH 77B 155mm Towed 
Howitzers. The following news item appeared in the Hindustan Times, 
New Delhi of 1 T April, 1987 : 

. . . 

"SWEDISH FIRM BRIBED 'KEY' INDIAN LEADERS" 
STOCKHOLM, April 16 (Reuter)-Swedish State radio said today 
that the arms firm Bofors won. Sweden's biggest export order by 
paying bribes to senior Indian politicians and key Defence figures 
through secret Swiss bank accounts. 

Bofors declined to comment on the radio allegations that it 
was planning to pay a total of 100 million kroners ($ 16 million) 
to members of Prime Minister Rajiv Gandhi's Congress-! Party in 
an undercover operation code-named Lotus. 

The radio quoted senior company sources as saying four instal­
ments totalling 32 million kroners (S 5 million) were paid during 
the last two months of 1986 into secret accounts at the Swiss bank 
corporation. 

The accounts were traced to senior figures responsible for 
placing India's military orders, the radio added. 

B~fors is already at the centre of a political storm in Sweden 
after acknowledging smuggling millions of dollars worth of arms 
to blacklisted countries in the Middle East. Police are also investi­
gating reports of illegal exports to Iran. 

The firm last year overcame strong international competition 
to win an order worth $ 1.3 billion for a complete field artillery 
syste.m to be delivered to the Indian Army over the next four years. 

Other l~ading contenders included British, Austrian and West 
German firms, with France as the final runner-up, Bofors said in 
February last year. It said it won the order through credit finance 
provided on good terms by the Swedish Government." 

4 
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2.2 Commenting upon the allegations contained in the .news-item, the 
Government of India issued the following statement on 17 April, 1987 : 

"Government categorically deny the allegations contained in 
the News stories based on the reports broadcast by the Swedish 
radio and television in connection with an arms order placed on the 
Swedish firm Bofors. The news item is false, baseless and mis­
chievious. During the negotiations the Government had made it 
clear that the company should not pay any money to any person 
in connection with the contract. Government's policy is not to 
permit any clandestine or irregular payments in contracts. Any 
breach of this policy by any one will be · !llOSt severely dealt with. 

The report is one more link in the cliain of denigration and 
destabilisation of our political system. Government and the people 
are determined to defeat this sinister design with all their might." 

2.3 The Swedish Radio repeated the allegation on 17-April, 1987 
claiming that it had documentary proof of the pay-offs in four instalments 
to Indian accounts in Swiss Banks and it had checked with Skandinaviska 
Enskilds Banken, the bankers for Bofors. On tlie other hand, Bofors 
denied paying any kickbacks to Indian politicians or' officilils for the deal 
involving the supply of 155 mm Towed howitzers. The company issued 

I ' . . 
the following statement on 17 Apnf, 1987 : · 

"AB Bofors has not paid, or conspired to pay, any bribes in 
connection with this order. All allegations to .the contrary are 
hereby categorically denied." 

2.4 On 20 April, 1987, the Minister of Defence (Shri K.C. Pant) made 
a su(moto :.tatement on the subject in Lok Sabha. He stated inter alia :-

"In May 1985, the Defence Secretary, as Chairman of the 
Price Negotiating Committee individually adv~sed the leaders of 
each of the four competing firms that the policy of the present 
Government did not approve of the appointment o'f Indian agents 
acting for foreign suppliers. He specially asked them to reduce 
their offers by the amount of such commissions, if any had been 
provided for. They were unambiguously advised that the deci­
sion of the Government of India would be l;>ased entirely on the 
merits of each offer. Defence Secretary further stated that 
Government of India would disqualify a firm in case it came to the 
notice of the Government of India that an agent had been appoint­
ed by a foreign firm. On the eve of finalising the contract, in res­
ponse to a reiteration of GovernJDent's · policy and a demand for 
confirmation, Mfs. Bofors replied, vide their letter of. the I Oth March, 
1986, that they did not employ any Representative/Agent in India 
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for the project. However, for administrative services, e.g., hotel 
boolcings, transportation, forwarding' of letters, telexes etc., they 
use the services of a local firm. 

"Besides the formally recorded deliberations of the Price Nego­
tiating Committee, the Government of India's policy in this regard 
was conveyed to the concerned Governments whenever an appro­
priate opportunity presented itself, either through their Ambassadors 
in India or during the visits of senior functionaries of such 
Governments to New Delhi. In the case of Bofors, opportunities 
arose during the visit of Mr. Carl Johan Aberg, Permanent Under 
Secretary of State Foreign Trade of the Swedish Government, as 
well as during personal consultations between our Prime Minister 
and the late Mr. Olof Palme. The aforesaid position has been 
confirmed by Mr. Aberg in a statement made by him on 17 April, 
1987 regarding the Bofors contract with India. His statement is 
as follows :-

'Indian Prime Minister Rajiv Gandhi himself during his 
talks in 1985 with Olof Palme said that one of the pre-conditions 
that Bofors should satisfy in connection with the Howitzer 
contract was that the company should have no middlemen. 
The deal should be drawn directly between Bofors and the 
Indian Defence Ministry. The Company informed the Swedish 
Government representative in autumn 1985 that there would 
be no middlemen involved and that they would deal directly 
with Indian Defence Ministry. 

· This was conveyed by Olof Palme in his personal con­
versation with Rajiv Gandhi in January, 1986.' 

It would thus be seen that there was no doubt whatsoever, in 
Bofors or in the Swedbh Government, about the Government · of 
India's policy ~hat no commissions or agency fees should be paid 
in respect of contracts secured from India. 

By inducting the Bofors FH 77B Towed Howitzer the Govern­
ment of India have achieved the following :-

(i) Acquired the weapon system which, in the technical opinion of 
Army Headquarters, was the most preferred. 

(ii) Acquired it at a value cheaper than that offered by its closest 
competitor. 

(iii) Obtained considerable price reduction from the original bid 
which was based on June 1984 base prices plus escalation and 
converted it into a fixed price contract at the reduced level. •• 
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2.5 The Defence Minister further stated that "if any evidence is produced 
involving violations of the law, the matter will be thoroughly investigated 
and the guilty, whoever they may be punished." 

2.6 A similar statement was made by the Minister of State for Defence 
in Rajya Sabha on 21 April, 1987. 

2. 7 The matter was thoroughly discussed in the Lok Sabha on 20 April, 
1987 and in the Rajya Sabha on 21 April, 1987. During the discussions 
the members raised. issues relating not only to the alleged kickbacks paid 
by Bofors for winning the contract but also about the quality and suitability 
nf the gun selected for procurement. 

2.~ Intervening in the d!bate5 in the Lok Sabha the Prime Minister 
ob-;crved : 

''**** **** **** 
the issue was raised by the Swedish Prime Minister, who said 

that they were interested that India buy their guns. I said that (I) 
the guns must be technically acceptable and superior to all the other 
weapons. (2) the cost must be less than the competitors and 
(3) if you want any involvement at my level, you must guarantee 
me. .That means I must_get a firm answer from the Prime Minister 
of Sweden that no middlemen are involved. We have been taking 
this up ............ " 

''It has been taken up at the official level whenever dealings 
have been taking place. It has been taken up by junior Ministers 
wherever they l~ave been involved that this should not take place. 
But when I was sought to be involved in a particular process and 
it is not only Prime Minister Olof Palme who has said this; 
Mrs. Thatcher, President Mitterrand, aU Heads of State 
do raise the question of deals that their Government are doing 
with our Government and I make it clear on every occasion that 
this is one of the conditions that there must be-that there can 
be-no middlemen or agents involved in such dealings and I got 
confirmation from Prime Minister Palme that there will be no 
middlemen or agents involved. It is on that basis that this exercise 
was done. We have to take somebody's word as truth and when 
a Prime Minister of a country assures us after having gone into in 
great depth with the company that was involved tha:t there are no 
middle agents and there will be no middle agents involved, then we 
have to accept somebody's word. And like Pantji has said now, 
you show us any evidence, we do not want proof. We will bring 
the proof. You show us any evidence that there has been involve­
ment of middlemen, of pay-otrs or of bribes or com~issions, we 
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will take action and we will see that nobody however high-up is 
allowed to go free. To the best of our knowledge, there is no agent 
involved. We have been assured by the Company, we have been 
assured by the Swedish Government that there is no agent who has 
been involved. We have got a telex from the Swedish Govern­
ment saying that they had checked up and on the basis of that, they 
have said 'no' .... 

**** **** **** 
We have approached the radio company. They have told us 

that they got the information from correspondent in India. We 
traced that correspondent in India and he has refused to 'gi\e us 
any documentation. He said he is not giving it to us." 

2.9 Replying to the points made in the House by the Members, the 
Defence Minister stated in the Lok Sabha on 20 April. 1987 as follows :-

"Many Members have referred to what the Swedi:-h Radio 
has said and there has been a tendency to ignore what the Swedi~h 
Government has said. It is not reasonable or right to simply 
ignore them and put all emphasis on one small aspect of thi:- case. 
We should balance the two and see whether it is right to put this 
one Radio in the balance against Olof Palme and the Swedish 
Government, not to speak of our own Government. The Prime 
Minister has already intervened on a number of occasions and has 
said that 'there arc no charges at the moment and if evidence is 
asked for then we shall look into it. We shall inquire into it and 
if somebody is found guilty we will punish him'. This is the essence 
of what Member.s have been asking. 

'·Simply because someone has made a statement or made 
certain charges, a parliamentary committee cannot be set up to 
go into it. There must be some basis for this enquiry; there must 
be some document; there must be something on which one h:.1s to 
go. 

"So far as the range of the gun is concerned, I have made 5omc 
enquiries and I was told that this has the required range. But if 
Memben have any information, certainly this is a point and I \\ill 
look into it. 

"As far as the Swedish Government's attitude to this particular 
transaction or contract is concerned, there is no cloud over that. 
The Swedish Government has supported this particular tran:-action. 
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Th" Swedish Government was not only interested in this sale but 
at the level of the Prime Minister, they took up the matter with 
our Prime Minister. 

"So far as delay in entering into this particular deal is concerned, 
it is necessarily a long term exercise. We have entered the stage 
of long term perspective in our planning in defence matters and 
defence modernisation. · 

"We did not go in for our own R&D and develop this gun 
because when the requirement for 155 mm gun-was projected to 
the DRDO, the DRDO was then engaged in the design of two 
important guns required in the services-the Indian Field Gun 
MK-2 and MBT Arjun gun of 120 mm calibre. Inspite of DRDO's 
eagerness to take up this project, it was felt that its available in­
frastructure could only handle two guns at the same time. Now, 
these guns were also important. So, it is not as though the question 
was not gone into. It was gone into, but those who know best, 
the technical people, decided that they would like to concentrate 
on the other two guns. That was their priority, and that is the 
reason why this happened. So, we have gone in both for import­
ing this gun and for manufacturing it within the country. That 
transfer of technology M a part of this particular deal. Similarly, 
ammunition from other sources was also considered. Six types 
of ammunition were required and it seems that none of the parties 
could give all the six types except Bofors. That is the reason why 
this was preferred." 

The Minister added :-

"As far as the process of destabilisation is concerned, we should 
not ignore what is happening in Punjab, or what is happening in 
Arunachal Pradesh. We should not ignore the massing of troops, 
th~ arming of Pakistan, the possibility of disinformation from. 
various sources. There are certain forces today who would be 
happy to see India break up. Certainly wherever corruption 
occurs, it must be fought. We are not running away from that. 

· The Prime Minister has already s~id that we will have an inquiry 
and whoever is found guilty, will be punished, if there is a room 
and basis for such an inquiry. But the fact remains that if you 
destabilise the institutions of this country, there will be destabilisa­
tion. There are forces in the world who are doing it. 

"I am given to understand that Gen. Su~derji did not make 
any statement regarding the indigenous capability to design, develop 
and manufacture 155 mm guns. The design development and 
passing of high technology guns takes anywhere between five to 
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ten years. I have found that nobody has questioned the procedure 
either for technical scrutiny or for coromercial:scrutiny. Nobody 
has questioned the price matter either. The bids cannot be laid 
on the Table of the House because it is a sensitive matter and these 
arms have to be purchased from various countries. 

"There is need to modernise our Defence Forces. It is urgent 
that we must be able to counter any sophisticated lethal weapons 
which come in our neighbourhood. We must recognise the needs 
of Defence and that must take priority. · We will do whatever is 
necessary to modernise the armed forces." 

2.10 . During the course of discussion on the demands for grants of the 
Ministry of Defence for 1987-88 questions were raised with regard to the 
quality and suitability of the Bofors gun and the procedures followed to 
assess its performance. Several membe•s demanded a probe into the 
whole deal by a Parliamentary Committe(!. 

2.11 On 29 April, 1987, the Minister of Defence (Shri K. C. Pant) made 
tbe following statement in the Lok Sabha :-

"The Swedish Government is is~uing the following press state­
ment* today in Sweden and the information has just reached us 
and I am passing it on to the House. I quote: 

'The Government has today decided ...... ' i.e. the Govern-
ment of Sweden ..... . 

' .... to ask the National Audit Board to make an auditing 
review of certain transactions that were made by Bofors in connec­
tion with the Indian contract. The review shall be conducted speedily. 
and should be concluded by the end of May. The Indian Govern­
ment has made a request to the Swedish Government to try to 
ascertain if middlemen had been used. The assignment by the 
Government to the Audit Board means that the Board shall under­
take an auditing review in the matter. The Board may. if necessary, 
appoint a Chartered Accountant to participate in the review. In 
its work, the Board should take the advice of the Military Equip­
ments Inspectorate. The Government assumes that Bofors will 
give the Audit Board all necessary insight into the transactions. 
The Board will also partake of available documents with various 
authorities concerned.· 

• As translated into English by Swedil;h Embassy in India. 
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"The background to the decision of today is the following. 

"An important question during the negotiations for a contract 
between Bofors and the Indian Defence Ministry was the request 
of the Indian Government that the Howitzer deal should 
be concluded directly between the parties, without. middlemen. 
This question was also raised in talks between Prime Minister Mr. 
Rajiv Gandhi and Prime Minister Olof Palme. In January of 1986 
Prime Minister Olof Palme informed Prime Minister Gandhi that 
Bofors had declared that it wished to conclude the business directly 
with the Indian Defence Ministry, thus, without any middlemen. 
Bofors also wrote directly to the Defe~ce Ministry in March 1986 
stating that no middlemen would occur· in the tra~saction. 

"On April 21 of this year, the Indian Ambassador came to 
the Swedish Foreign Ministry and asked that the Swedish Govern-

. ment should help in obtaining information whether middlemen had 
been used or not . In view of this, the Under Secretary of State, 
Mr Carl Johan Aberg immediately contacted the leadership of the 
Nobel Industries and requested that full clarity should be obtained 
in the matter. On April 24, Bofors transmitted a written report 
to the Indian Ambassk(ior in Stockholm. The Indian Government 
has declared that an investigation through the Swedish Government 
is of great importance. The Audit Board will make a speedy review 
of those transactions which may be relevant in the matter." . 

2.12 On 4th June, 1987, the Swedish Embassy in India, presented to the 
Ministry of External Affairs, Government of India, a copy of the Report of 
the Swedish National Audit Bureau. ·The observations as summarised in 
the report (Appendix l) are as under :-

"-that an agreement exists between AB Bofors and* 
concerning the settlement of commission subsequently to the FH 77 
deal; and 

-that considerable amounts have been paid subsequently to, among 
others, AB Bofors' previous agent in India." 

2:13 The report of the Swedish National Audit Bureau was discussed 
by Prime Minister with the leaders of oppositio~ parties on 11 June, 1987. 
the Government decided to request the Speaker, Lok Sabha and the Chair­
man, Rajya Sabha to set up a Joint Parliamentary Committee to enquire 
into and establish the identities of the persons who received the payments .. 

[• Names not disclosed] 
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The Minister of Parliamentary Affairs accordingly, addressed communica­
tions to the Speaker, Lok Sabha and the Chairman, Rajya Sabha on II 
June, 1987. 

2.14 However, the Speaker, Lok Sabha and the Chairman, Rajya Sabha 
declined to set up, on their own, a Joint Parliamentary Committee to probe 
into the Bofors Gun deal. Thereupon, the Prime Minister, during his meet­
ing with the leaders of Opposition in Parliament on 17 June, 1987 indicated 
that the Government would move a motion in the Monsoon Session of Lok 
Sabha for the appointment of a Parliamentary Committee to probe into the 
Bofors deal. 

2.15 · Accordingly, on 29 July, 1987, the Minister of Defence (Shri K.C. 
Pant) moved a motion (Appendix II) in Lok Sabha, for appointment of a 
Joint Parliamentary Committee. On 3 August, 1987, while moving the 
motion, the Minister of Defence recalled the whole sequence of events and 
stated inter alia as follows:-

" ... On April20, 1987, Shri Oza, our Ambassador in Stockholm, 
met the representatives of Bofors and sought full clarifications about 
the allegations. He pursued similar enquiries with the Swedish 
Foreign Office, on April 21, 1'87 and, inter alia, requested them 
also to use their good offices with Bofors to persuade Bofors to con­
vey to us the entire details sought by us. On April 22, 1987, he 
personally met the acting Chief of the Swedish National Radio Com­
pany and tried io secure their co-operation in obtaining any evidence 
which was in the possession of the Company. On the same day, 
he again pressed Bofors to furnish complete information in the 
matter. It will thus be notic.ed that intense and immediate efforts 
were made to obtain the fullest information about these allegations 
from aU possible quarters. 

**** **** **** **** 

Two facts emerge from a careful study of the Report of the 
Swedish National Audit Bureau. These are, firstly, that sizable 
payments were made by Bofors and, secondly, that these payments 
were made in 1986. It would also be seen that the most crucia\ 
portion of the Report, which contains particulars of the recipients 
of the amounts paid by Bofors, have not been disclosed to us. The 
reasons for witholding this information are contained in the forward­
ing note of the Swedish Government, which I quote: 

•'The details in the report are essentially based on the information 
that the National Audit Bureau has obtained from the Bank of 
Sweden. The Bank of Sweden has made this information avail,ablc 
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to the Audit on condition that it be classified for secrecy. These 
parts of the report may therefore not be made public." 

2.16 Explaining the underlying idea of the terms of reference of the 
pr.oposed Parliamentary Committee, the Defence Minister stated:-

" .... while formulating the approach contained in the motion before 
us, we have duly considered the suggestions made in the matter by 
the Leaders of the Opposition Parties ~o the Prime Minister. There 
are two variations of substance in the terms of reference of the Joint 
Parliamentary Committee, as proposed.by the Opposition and those 
contained in the Motion. 

"The first difference rdates to the Opposition's desire that all 
asp~cts of the p:>licy, procedures and decisions in regard to the defence 
pr >c 1r ~m ::tt> of eq·uipm~nts, stor-:s and ancillaries, since January, 
1980, be examined by the Joint Parliamentary Committee. In other 
words, the suggestion is to review a!! defence contracts concluded in 
the past seven years and more. In this context. it is essential for 
the Hon'ble Member5, . .regardless of political affiliations, to appre­
ciate that effective defence preparedness inevitably entails the moder­
ni,ation of the Defence Forces. Modernisation is a dynamic process 
and in turn, requires the timely finalisation of purchase contracts 
to ensure deliveries within envisaged scheeules. This was true not 
only in 1980 but earlier as well, for instance when the Jaguars were 
contracted, or in 1979 when the requirement for the 155 mm weapon 
system was first recogni~cd, and will continue to be so in the future 
al:>o~ Any arbitrary sd<:ction of date, whether it be 1980 or 1977 
is, therefore, liable to be politically suspect. A roving enquiry wilT 
have an adverse impact on the morale of the Defence Forces and 
thereby endanger defence preparedness. This cannot be allowed to 
happen as the preservation of our integrity is a national imperative 
of the highest order. 

" ...... It requires to be emphasised that in the case of Bofors, 
as soon as it was established that a prima facie case exists, Govern­
m~nt immdiately decided to refer the matter to a Parliamentary 
probe. 

" ...... It would be observed that the terms of reference con-
. taincd in the Motion have the merit of concentrating on the issues 
emerging from the Report of the Swedish National Audit Bureau 
and saving the Committee from an unrewarding and unfocused 
exercise." 
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2 .17 Assuring_ full support and assistance to' the Committee, the Defence 
Minister observed: 

" .... Let me also say that while the proposed Joint Parliamentary 
Committee shall function within the time-honoured Rules of Busi­
ness governing the functioning of Parliamentary Committees 
and , the directions that the Hon. Speaker may give from time to 
time for regulating the procedure and organisation of the work of 
the Committee, Government shall provide full support and assis­
tance in regard to all matters relevant to the inquiry." 

2.18 Requesting the House to adopt the motion unanimously, the 
Defence Minister pointed out: 

" .... this Joint Parliamentary Committee would perhaps be the 
first investigative Committee of its kind in our Parliamentary history. 
Its establishment reflects the unanimous wish of Parliament and of 
all political parties that the full facts of the payments by Bofors 
need to be ascertained and placed before the country." 

Substitute Motions 

2.19 S1rvashri Somnath Chatterjee, Dinesh Goswami, C. Madav Reddy, 
K.P. Unnikrishnan, Indrajit Gupta and C. Janga Reddy, members, moved 
substitute motions to the motion moved by the Minister of Defence (Sbri 
K.C. Pant). They are al Appendices III to VIII. 

2.20 The discussion in both the Houses on the motion moved by the 
Minister of Defence, lasted for 44 hours-22 hours m each House approxi­
mately spread over 19 days. The following points were mace by Members 
regarding the constitution, composition, terms of refett:nce, powers and 
procedures etc. of the proposed Committee:-

(a) Constitution 

(i) There was no need to appoint the Committee, the requisite 
information 'who received the payment; what was the amount 
and at what point of time the payment was received', could be 
obtained by the Government of India dir(ct frcm M/s. A.B. 
Bofors; 

(ii) Swiss Banks should be approached to ascertain the payments 
made; 

(iii) it should be referred to an independent tribu_nal to be pres.iced 
over by a judge of Supreme Court of India; 

(iv) M/s. Bofors should be asked to di~lose the n::mes forthwith 
failing 1Vhich the agreement should be cancelled; 
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(v) instead of appointment of a Committee, the House ~hould 
adopt a resolution asking the Swedish Parlizm(nt to direct the 
Government of Sweden to release the complete Audit Report. 

(b). Composition 

(i) m)re representation should be given to Opposition Parties/ 
Groups on the Committee. 

(ii) the Chairman of the Committee should be appointed from 
amongst the members of Oppositi.on; 

(iii) there should be a consensus on the cowposition of the Commit­
tee. 

(c) Terms of reference 

(i) the Committee should be empowered to examine the Govern­
ment policy and decisions in relation to purchase and procure­
ment of defence equipment, stores and ancillaries since January, 
1980; 

(ii) the Committee should also look into the submarine deal; .... 
(iii) it must go in details with regard to the kickbacks which have been 

received from Bofors; 

(iv) all the points on which information was called for from M/s. 
A.B. Bofors should be included in the terms of reference of the 
proposed Committee; 

(v) the Committee should also enquire whether the Bofors deal 
· strictly conforms to the procedure already laid down for the 
purpose; 

(vi) the Committee should also be empowered to ascertain whether 
any p1yments other than those referred to in the Swedish National 
Audit Bureau Report were made; 

(vii) whether this payment of money influenced the decision of pur­
chasing the guns; · 

(viii) was there any condition in the terms of agreement to ensure 
that M/s. A.B. .Bofors would not engage any micdlc men? 

(d) Powers 

{i) A Parliam~ntary Committee could not visit a foreign country; 

(ii) all p:>w~rs should be given to the Committee to enable it to 
find . out the fact of the case; 
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(iii) the proposed Committee dces nor have powers to compel Bofors 
to furnish the requisite information· 

' ' 
(iv) the Committee should have powcrs to cxamir,e the Ministers; 

(v) the Official Secrets Act should not be allow(d to come in 
the way of the Committee. All papers, dcc1:ments etc. ~hould 
be rna· e available to the CcmmitUe. 

(vi) th'! Committee should be empowered to take the help of CBI 
f.n 1 other investigating agencies of the Government of India to 
accomplish the assigned ta~k; 

(vii) the Comm"tteej!>ub-Corr,mittce should be allc\\ed to visit 
S.veden; 

(viii) the Committee sho·uld be entitled to look into the evah:aticn 
rep;}rts of the guns and should find out whether the decision to 
p·urcha~e Bofors gun was based on the~e evaluation Hports; 

(ix) th~ Committee should have powus to enli~t the assistar.ce cf 
the Attorney General of India. 

(e) Procedure 

The proced-ure, powers and j-urisdiction of the Cc mmittce should 
be properly defined. 

(f) General 

The Swedish National Audit Bureau's Report is net based on 
docum'!nts, hence it should not be relied tpcn. 

2.21 Intervening in the debate in Lok Sabha, the Prime Minister mace 
the following statement on 6 August, 1987:-

"During the course of discussions on the Bofors case, both 
inside and outside the House, many allegations have been made. 
Rumour and unfounded suspicion have been used to tarnish the 
image of the country and its leadership. I categorically declaJe, in 
this the highest forum of India's democracy, that neither I nor any 
members of my family have received any consideration in these 

transactions. That is the truth. 

I have repeatedly stated in both Houses. t~at !f enquiries esta­
blish that any person has been guilty of receiVIng Illegal payment, 
the strongest action under the law will be taken. 
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The Congress and its Governme1:t are as interested as anyone 
else in finding out the truth. Let all sections of the House cooperate 
in this common task." 

2.22 Questions were asked during the debate in the Lok Sabha about 
the Swiss Accounts of Indians and the action taken by Government against 
Shri W.N. Chadha. Replying to these questions, the Minister of Finance 
and Commerce (Shri Narayan Datt Tiwari) stated as follows:-

"The Government has been concerned about Indians having 
accounts with Swiss Banks without the permission and the knowledge 
of the Government. In order to explor~ the possibility of finding 
out the details of Swiss Accounts by resident Indians and the steps 
that could be taken in this context, a team of experts headed by 
Dr. A. Ghosh, Dy. Governor, Reserve Bank of India, visited 
Switzerland and held discussions with the Swiss authorities. The 
team came to the following conclusions : 

(a) Swiss authorities would not permit generalised inquiry · 
or furnish ordinary information about the customers' 
accounts unle~.· specific and appropriate court orders 
are obtained i~ Switzerland. 

(b) The Swiss Federal Act on International Mutual Assistance 
in Criminal Matters (IMAC) would enable mutual assis­
tance where acts in respect of which assistance is sought 
satisfy criteria of dual criminality and the State seeking 
assistance guarantees reciprocity to the Swiss authorities. 
If the above conditions are satisfied, Swiss authorities 
would entertain request for assistance in criminal matters 
under the provisions of IMAC and suitable proceedings 
would be initiated in Swiss courts for obtaining information 
from the concerned bank. 

(c) Tax evasion or violation of foreign exchange regulations 
would not be regarded as criminal offences by Swiss 
authorities. 

(d) Information obtained under IMAC would not be used 
for any purpose other than one for which it is intended. 

(e) Assistance from the Swiss authorities under IMAC would 
be obtained even without entering into a bilateral treaty/ 
agreement with Switzerland provided that the require­
ments of dual criminality and reciprocity are satisfied. 
Entering into a treaty or agreement would, however, 
enable assistance even beyond the provisions of IMAC 

s;ss Lss;ss-3 
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being extended and placing an obligation on Swiss autho­
rities to provide assistance according to the terms of treaty 
or agreement. 

"The Government are aware that some Indian citizens have 
clandestine deposits in foreign banks. The origin of these de~osits 
is from various illegal practices such as invoice manipulation on 
exports/imports, illegal retention abroad of commissions on exports, 
illicit traffic in drugs and smuggling of Indian currency etc. In 
order to intensify action against economic offenders, Government 
has decided to enter into a treaty for mutual assistance in criminal 
matters with Swiss authorities, and pending conclusion of such 
treaty or agreement, entering into a Memorandum of Understanding 
with Swiss authorities for assistance in specific cases of Indians 
having accounts in Swiss banks. We are intimating our Ambassador 
in Switzerland to inform the Swiss authorities of this decision. 
Expeditious further £.ction within the framework of Indian and 
Swiss laws will be taken so that we are able to obtain requisite 

· information against offenders and proceed against them effectively ... 
. . . . The Swedish National Audit Bureau's report which was received 
by the Government of India on 4th June, 1987, referred to certain 
winding up costs amounting to two-three per cent of the ordered 
sum. This was in clear contravention of the understanding that 
no payments were to. be made about the engagement of Indian 
agents. In the light of this latest information from the Swedish 
National Audit Bureau and in view of the association of Anatronic 
General Corporation with Bofors, it was decided to take action 
against them under FERA." 

"The Enforcement Directorate accordingly conducted searches 
on 5-6-1987 on the premises connected with Shri W.N. Chadha. 
Based on the scrutiny of the documents seized as a result of se;uch 
action, Shri W.N. Chadha was summoned to appear in the Enf.xce­
ment Directorate for purpose of investigation. However, so far 
Shri W.N. Chadha has not appeared in the Enforcement Directorate. 
Under the circumstances order for revocation of his passport has 
been issued by the Regional Passport Officer, New Delhi on 23-7-1987. 
Action has also been taken to file prosecution against Shri W.N. 
Chadha in the court of law for his non-appearance despite summons 
by the Directorate of Enforcement. All possible efforts are t--eing 
made to proceed with the investigation of the case." 

"A case against Mfs. Anatronic General Corporation has 
also been taken up for detailed scrutiny by the Income Tax 
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Department and all its known assets have been attached." 

2. 23 Replying to the debate on the motions, the Minister of Defence 
informed the Lok Sabha on 6 August, 1987, as follows:- · 

"The Opposition has been trying to create an impression that 
the Government is not interested in getting at the truth in the 
matter of payments by Bofors. 

"In the face of the facts placed before the House and the steps 
taken by the Government ever since the Pl.J.blication of the Swedish 
National Radio report in Indian newspapers the· Goven,1ment's 
seriousness of purpose cannot be questioned by any unbiased 
observer. I was listening very carefully to the debate and I did 
not hear anybody faulting the Government on the steps it had taken 
since April. I have given the dates in my statement already. Not 
only did the Government immediately approach the S\vedish 
Government, and of course made inquiries of Bofors, but our 
Ambassador even approached the Swedish Radio seeking subs­
tantiation for the allegatj9ns it had made. The Radio promised 
that they would give the facts but those disclosures have not come 
even to this day. The net result was that the Swedish Government 
re-confirmed the precautions taken by the Government of India 
to exclude middlemen and Bofors denied making any illegitimate 
or illegal payments, the only payments acknowlegded by Bofors 
in their letter of 24th April, 1987 were for the reimbursement of 
-consultancey services within the areas of marketing and counter­
purchasing, and those made to a Swiss company which accordiniJ: 
to Bofors were completely legal." 

,. •..•.. Bofors also states categorically that the company 
did not make any payments of the kind alleged by the media ..•. " 

" ...... It also says that the payments were not made to ~ny 
Indian company or Indian citizen and had no connection with 
the winning of the contract." · 

"The Government persisted in it efforts and its is entirely due to 
the persistence that the Swedish Government established the Nation­
al Audit Bureau Inquiry on the 29th April, 1987." 

2.24 Justifying the appointment of a Parliamentary Committee, the 
Defence Minister recalled that on the very day the report of the S\vedish 
National Audit Bureau was received by the Government, Leaders of Opposi­
tion had been consulted and it was in response to the demand for an 
enquiry, the Government decided that the matter might be .referred 
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to a Joint Parliamentary Committee. He further observed that 'it must be 
realised that setting up of the Joint Parliamentary Committee was an extra­
ordnary step' and that 'this would be the first Committee of its kind and we 
cannot also disregard the implications of such a Committee for the future'. 

2.25 The Minister added that "The Government has nothing to hide. 
The Government wants to get at the truth and that is why this Committee has. 
been set up." 

2.26 Referring to the various suggestions made by the members regard­
ing the terms of reference etc., of the Committee, the Minister of Defence 
(Shri K.C. Pant) stated that with a view to accommodate those suggestions, 
he proposed to move an amendment to his original motion to provide inter 
alia for the following :-

"(i) the Committee would consist of 30 members-20 from Lok 
Sabha and 10 from Rajya Sabha to be elected on the basis of 
proportional rt.presentation ; 

-
(ii) the Committee would also enquire whether the procedure laid 

down for the procurement of weapons and systems was. 
followed in the Bofors deal ; 

(iii) the Committee would ascertain the identity of the persons who· 
received, payments of the following amounts : 

SEK 170-250 million 

SEK 29.5 million 
SEK 2.5 million 

from M/s. Bofors (as referred to in the Report of the Swedish 
National Audit Bureau, received by the Government of India on 
June 4, 1987). 

(iv) arising out of the enquiry, if there is prima facie evidence that 
M/s. Bofors have in addition to payments mentioned in (ii) 
above, made any other payments for securing the Indian con­
tracts, the identity of the persons who received such payments 
shall be ascertained. 

(v) as per Rules of Procedure and also as per normal practice, the 
Chairman of the Committee would be appointed by the Speaker 
from amongst the members of the Committee; 

(vi) the Committee would also determine whether any Indian Laws. 
rules and regulations had been violated either by Mjs. Bofors. 
or by persons who received the said payments ; 
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(vii) the quorum for the sitting of the Committee would be 1/3 of the 
total membership of the Committee; 

(viii) the Comptroller and Auditor-General of India and Attorney 
General of India would provide assistance to the Committee, as 
necessary ; 

(ix) the investigating agencies of the Government of India·would ren­
der such assistance to the Committee aS:may be required by it; 

(x) the Committee would have powers to ask for and receive evid­
ence, oral or documentary, from foreign nationals or agencies; 

(xi) a sub-Committee of the Committee m~y visit a foreign country." 

2.27 Commenting upon the suggestion that tl].e Committee should be 
empowered to summon the Ministers to give evidence before them, the De­
fence Minister observed that as per practice obtaining in West minster (UK) 
the Ministers being answerable to Parliament, are not summoned before 
Parliamentary Committees. In Lok Sabha Uilder Direction 99(1) of the 
Directions by the Speaker, Ministers are not to be called before the Financial 
Committees for formal evidence. However, if a Minister wanted to 
place some facts before the Committee of his own, he could do so. In view 
of the special nature of the Committee, the Government would be prepared 
to allow the Ministers to appear P.,efore the Committee if the Speaker, after 
ascertaining the views of the Committee, felt that his appearance was 
necessary for the purpose of the inquiry. 

2.28 As regards waiving the application of the Official Secrets Act to the 
matter under examination of the Committee, the Defence Minister stated 
that the proposed motion could not negate a statute. In other respects i.e. 
matters which were not covered in the motion, the Rules of Procedure of 
Lok Sabha relating to Parliamentary Committees would be applicable to 
the Committee with such variations and modifications as the Speaker may 
make. 

2.29 Concluding, the Minister observed that the Government had gone to 
the utmost length to accommodate the points of view of the Members of the 
Opposition Parties in the belief that they would join the Committee and 
moved his amendment (See Appendix IX) to the original Motion. There­
after, the amendments moved by Sarvashri Somnath Chatterjee, Dinesh 
Goswami, C. Madhav Reddy, K.P. Unnikrishnan, Indrajit Gupta and 
C. Janga Reddy, members, were negatived by the House and the amendment 
moved by the Minister was adopted by the House. 

2.30 Finally, the Lok Sabha adopted the following motion :-

"(1) That a Joint Committee of bo,th the Houses consisting of 30 
members, 20 from Lok Sabha and 10 from Rajya Sabha be 
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elected on the basis of proportional representation to enquire 
into the issues arising from the Report of &.he Swedish National 
Audit Bureau relating to the Bofors' contract to supply 155 mm 
Howitzer guns to India. 

(2) The Committee shall enquire into the following matters:­

(i) whether the procedures laid down for the acquisition of 
weapons and systems, were adhered to in the purchase of 
the Bofors' gun; 

(ii) to ascertain the identity of the persons who received, and 
the purpose for which they received, payments of the 
following amounts : 

(a) SEK 170-250 million 
(b) SEK 29.5 million 
(c) SEK 2.5 million. 

from Mfs. Bofors (as referred to in the Report of the 
Swedish National Audit Bureau, received by the Govern­
ment oflndia on June 4, 1987); 

(iii) arising out of the enquiry, if there is prim1 facie evidence 
that Mfs. Bofors have in addition to payments mentioned 
in (ii) above, made any other payments for securing the 
Indian contracts, the identity of the persons who received 
such payments shall be ascertained; 

(iv) to determine if any Indian laws/rules/regulations have 
been violated either by M/s. Bofors or by persons as indi­
cated in (ii) and (iii) above. 

(3) That the Speaker shall nominate one of the Members of the 
Committee to be its Chairman. 

(4) That the quorum of the Committee shall be one third of the totat 
strength of the Committee. 

(5) That the Comptroller and Auditor General of India and the 
Attorney Generai of India will provide assistance to the Com-_ 
rnittee, as necessary. 

(6) That the investigating agencies of the Government of In:ii:t 
shall render such assistance to the Committee as may bt 
required by it for the purposes of its enquiry. 
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{7) The Committee shall have the power to ask for and receive evi­
dence, oral or documentary, from foreign nationals or agencies, 
provided that if any question arises whether the evidence of a 
person or the production of a document is relevant for the 
purposes of the Committee, the question shall be referred to 
the Speaker whose decision shall be final. 

(8) If the Committee wish to nominate a sub-Committee to visit 
a foreign country for specified purposes connected with the 
enquiry the matter shall be referred to the Speaker who may 
take such decisions and give such directions as he thinks fit, 
provided that such sub-Committee shall not hold sittings, 
record evidence or take decisions in· !l foreign country. 

(9) That in other respects the Rules of Procedure of this House 
relating to Parliamentary Committees shall apply with such vari­
ations and modifications as the Speaker may make. 

(I 0) That the Committee shall make a report to this House by the last 
. day of the first week of the next session of Parliament. 

( 11) That this House recommends to the Rajya Sabha that the Rajya 
Sabha do join the Committee and indicate to this House the 
names of the Membets from amongst the Members of the Rajya 
Sabha to be on the Committee." 

:!.31 The Rajya Sabha concurred in the above motion on 12 August, 
1987. The Committee was duly constituted with the appointment of the 
Chair:-_1;.m on 28 August, 1987. 
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PROCEDURE OF INQUlRY 

3.1 It is for the first time in the history of independent India that a Com­
mittee of both the Houses of Parliament has been constituted to g0 into 
the question of alleged pay offs in a Defence acquisition, namely. the 
purchase of 155mm Howitzer Guns from A.B. Bofors of Sweden. Fer an 
enquiry of such a magnitude, the Committee followed the procedur~ as 
laid ~own in the :-

(i) Motion adopted by Lok Sabha. 

(ii) Rules of Procedure and Conduct of Business in Lok Sabha, 

(iii) Directions by the Speaker, Lok Sabha. 

Directions regarding procedure contained in the Motion adoptl!"d by 
the House 

"(4) That the quorum of the Committee shall be one third o; the 
total strength of the Committee. 

(5) That the Comptroller and Auditor General of India and the 
Attorney-General of India will provide assistance to the Com­
mittee, if necessary. 

(6) That the investigating agencies of the Government of India 
shall render such assistance to the Committee as may l'e re­
quired by it for the purposes of its enquiry. 

(7) The Committee shall have the power to ask for and r~eive 
evidence, oral or documentary, from foreign nationals or ag:ncies 
provided that if any question arises whether the evidence of a 
person or the production of a document is relevant f'-1r the 
purposes of the Committee, the question shall be referrd. to 
the Speaker whose decision shall be final. 

(8) If the Committee wish to nominate a sub-Committee t0 \isit 
a foreign country for specified purposes connected witi the 
enquiry the matter shall be referred to the Speaker wh0 may 
take such decisions and give such directions as he thinks fit. 
provided that such sub-Committee shall not hold ~ittings. 

record evidence or take decisions in a foreign country. 

24 
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(9) That in other respects the Rules of Procedure of this House 
. relating to Parliamentary Committees shall apply with such 
variations and modifications as the Speaker may make". 

Relevant Rules of Procedure and Conduct of Business in Lok Sabha 

.. Decisions in Committee 

261. All questions at any sitting of a Committee shall be deter-
mined by a majority of votes of the members present and voting. 

Casting vote of Chairman 

262. In the case of an equality of votes. on any matter, the Chair­
man, or the person acting as such, shall ~ave a second or casting 
vote. 

Power to appoint sub-Committees 

263. (I) A Committee may appoint one or more sub-committees, 
each having the powers of the undivided Committee, to examine 
any matters that may be referred to them, and the reports of such 
sub-Committees shall be deemed to be the reports of the whole 
Committee, if they are approved at a <>itting of the whole Committee. 

(2) The order of refe~l!nce to a sub-Committee shall clearly 
state the point or points for investigation. The report of the sub­
Committee shall be considered by the Whole Committee. 

Sittings of Committee 

264. The sittings of a Committee shall be held on such days 
and at such hour as the Chairman of the Committee may fix : 

Provided that if the Chairman of the Committee is not readily 
available, the Secretary-General may fix the date and time of a 
sitting :. 

Provided further that in the case of Select or Joint Committee 
on a Bill, if the Chairman of the Committee is not readily available, 
the Secretary-General may, in consultation with the Minister 
concerned with the Bill, fix the date and time of a sitting. 

Sittings in private 

266. The sittings of a Committee shall be held in private. 
Venue of sittings 

267. The sittings of a Committee shall be held within the pre­
cincts of the Parliament House, and if it becomes necessary to change 
the place of sitting outside the Parliament House, the matter shall 
be referred to the Speaker whose decision shall be final. 
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Strangers to withdraw when Committee deliberates 

268. All persons other than members of the Committee and 
officers of the Lok Sabha Secretariat shall withdraw whenever the 
Committee is deliberating. 

Power to send for persons, papers and records 

270. A Committee shall have power to send for persons, papers 
and records : 

Provided that if any question arises whether the evidence of a 
person or the production of a document is relevant for the purposes 
of the Committee, the question shall be referred to the Speaker 
whose decision shall be final : 

Provided further that Government may decline to produce a 
document on the ground that its disclosure would be prejudicial 
to the safety or interest of the State. 

Couns~l for witness 
271. A Committee may, under the direction of the Speaker. 
permit a witness to be heard by a counsel appointed by him and 
approved by the Committee. 

Evidence on oath 

272. (1) A Committee may administer oath or affirmation to a 
witness examined before it 

(2) The form of the oath or affirmation shall be as follows : 

swear in the name of God 
that the 'I, A.B.,-------------

solemnly affirm 
evidence which I shall give in this case shall be true. 
that I will conceal nothing, and that no part of my 
evidence shall be false'. 

Examination of witnesses 
273. The examination of witnesses before a Committee shall 
be conducted as follows :-

(i) The Committee shall, before a witness is called for 
examination, decide the mode of procedure and the nature 
of questions that may be asked of the witness. 

(ii) The Chairman of the Committee may first a~k the witness 
such question or questions as he may constder ~ecess~ry 

"th reference to the subject matter under constderatton 
WI d" or any subject connected therewith ac~or mg ~o the 
mode of procedure mentioned in clause (t) of tbts rule. 
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(iii) The Chairman may call other members of the Committee 
one by one to ask any other questions. 

(iv) A witness may be asked to place before the Committee 
any other relevant points that have not been covered and 
which a witness thinks are essential to be placed before 
the Committee. 

(v) A verbatim record of proceedings of the Committee shall. 
when a witness is summoned to give ev~dence, be kept. 

(vi) The evidence given before the Committee may be made 
available to all members of the ·committee. 

Record of Decisions 

274. A record of the decisions of a Committee shall be main­
tained arid circulated to members of the Committee under the 
direction of the Chairman. 

Evidence, report and proceedings treated as confidential 

275. (l) A Committee may direct that the whole or a part 
of the evidence or a summary thereof may be laid on the Table. 

(2) No patt of the eJidence, oral or written, report or pro­
ceedings of a Committee which has not been laid on the Table 
shall be open to inspection by any one except under the authority 
of the Speaker. 

(3) The evidence given before a Committee shall not be pub­
lished by any member of the Committee or by any other person 
until it has been laid on the Table : 

Provided that the Speaker may, in his discretion, direct that 
such evidence be confidentially made available to members before 
it is formally laid on the Table. 

Relevant Directions by the Speaker, Lok Sabha 

Venue of sittings 

50. (1) Sitting of a Committee/sub-Committee, whether formal 
or informal, at which Officers or staff cf the Lok Sabha 
S~cretariat are required to be present, shall invariably be held 
within the precincts of the Parliamcr,t House. If, for any 
reasons, it becomes necessary to hold a sitting of the Committee 
outside the Parliament House, the matter shall be referred to the 
Speaker for his directions. 
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(2) When the Committee is on a study tour, informal :-:t~:rgs 
may be held at the place of the visit, but at such sittin~;. no 
decisions shall be taken nor any evidence recorded. 

Procedure for speaking in Commlltees 

52.(1) A member desiring to make any observations :!t the 
sitting of a Committee shall address the Chairman and rna!:~ all 
remarks to other members through the Chairman. 

(2)· A member shall not speak unless the Chairman call~ him. 

(3) When any member desires to interrupt while ar.cther 
member is speaking he shall seek the permission of the Ch:iirman 
to do so. 

Reopening of question 

54. If a member desires to reopen a question on which ~ Com­
mittee has already taken a decision,he shall, in the first in,~::..nce, 

obtain the permission of the Chairman to do so. 

Proceedings and certain documents treated as confidential 

55. (1) The proceedings of a Committee shall be treJ.t.:~ as 
confidential and it shall not be permissible for a member of th: Ccm­
mittee or any one who has access to its proceedings to commur:icate, 
directly or indirectly, to the press any information regardirg it& 
proceedings including its report or any conclusions arri\e;i at, 
finally or tentatively, before the report has been presented to the 
House. 

(lA) The provisions of clause (1) shall also mutatis TllZitcndi~ 

apply to the procedings of fmeetings held by the Speaker with the 
Leaders of Parties and Gro·ups in Lok Sabha. 

(2) Whenever a paper or document, marked 'secref Clr 'cCin­
fidential' is circulated to the members of the Committee, tb~ con­
tents of such paper or document shall not be divulged by any 
member either in the minute of a dissent or on the floor of the H0u-,.e, 
or otherwise, without the permission of the Speaker: ar..i v.here 
such permission has: been obtained any restriction imposed 1-y the 
Speaker in regard to the manner in which, or the extent to \> hich. 
the information contained in the dccument may be divulge.:. shall 
be strictly observed. 

Evidence liable to be treated as public 

58. Wh~re witnesses appear before a Committee to gi\.: evi­
dence, the Chairman shall make it clear to the witnesses thJ.~ their 
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evidence shall be,· treated as public and is liable to be published, 
unless they specifically desire that all or any part of the evidence 
given by them is to be treated as confidential. It shall, however, 
be explained to the witnesses that even though they might desire 
their evidence to be treated as confidential such evidence is liable 
to be made available to the members of Parliament. 

Mode of examination of witnesses 

62.(1) Th'3 Chairman may first ask any question and thereafter 
he m1y call other members, one by one, to ask questions. 

(2) Witnesses may, with the permission· of the Chairman, place 
before the Committee any other relevant information which ha~ 
not been already placed before the Committee. 

Verbatim proceedings 

65. (I) The verbatim proceedings of a Committee, if taken,. 
shall be treated as confidential and shall not be maC:e available to 
anyone without the orders of the Speaker. 

I ' 
(2) Relevant portions of the verbatim proceedings of the sitting,. 
at which evidence has been given, shall be forwarded to the wit­
nesses and members concerned for confirmation and return by a 
date fixed by the Lok Sabha Secretariat. If corrected copies of the 
proceeding5 are· not received back by the specified date, tke 
rep:>rter's copy may be treated as authentic. 

(3) C)rrections in the verbatim proceedings, if any, shall be 
made neatly and legibly by the witness or the member, as the case 
may be, in ink in his own handwriting and shall be confined to 
correction of inaccuracies which may have occurred in the process 
of reporting and not for the purpose of improving their literary 
form or altering their substance by additions and deletions. 

Minutes 

66. (I) The decisions of a Committee shall be recorded briefly 
in the minutes of the Committee. 

(2) 'the draft minutes shall be prepared by the Lok Sabha 
Secretariat and approved by the Chairman. 

(3) 'the minutes of each sitting may be circulated to members 
of the Committee. Relevant extracts therefrom may also be· 
circulated to any Ministry or Officer, if considered necessary. 
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(4) If any member desires any alterations in the minut;:s, on 
the ground that they are not in conformity with the decision ~rrived 
at~ the matter shall be referred to at the next sitting of tho! Com­
mtttee and the decision of the Committee taken thereon ~hall be 
incorporated in the minutes of the sitting. 

(5) Until the minutes are presented to the House, they ~I:all be 
treated as confidential. 

Reports 

68. (l) A Committee shall present reports to the Hou~c or to 
the Speaker, as the case may be, from time to time. 

(2) The draft of the report shall be prepared by the Lok Sabha 
Secretariat and may he placed before the Committee. after it is 
approved by the ChaLman. 

(3) There shall be no minute of dissent to the report. 

Circulation and consideration of draft reports 

69. (l) The Chairman of a Committee may direct th:::.t the 
typ~d, cyclostyled or proof copies of the draft report togeth>!r with 
any other docum~nts connected therewith, be circulated ::mor.gst 
the m~mbers of the Committee before the date fixed for tl:c con­
sideration of the draft report. 

(2) On the date fixed for the cons.ideration of the draft report, 
the Chairman shall read out the draft report, paragraph 1:-y para­
~raph, putting the question to the Committee at the end of each 
p;uagraph, 'That the paragraph do stand part of the repGrt'. A 
member objecting to any portion of the report, not being b con­
formity with the decisions arrived at, shall propose his amendment 
to bring it in line with the decisions. The amendment, if accepted, 
shall be incorporated in the said paragraph." 

3.2 The task of the Committee has been onerous specially bec~use of 
the highly sensitive nature of the issue involved in examining the D~fence 

·acquisition. While accepting their responsibilities to the Parliament and 
the public to unravel the truth the Committee have had to keep in view that 
nothing may be done that might result in c:>mJ;:-omising national se.:urity 
interest. 

(a) Procedure for study of material 

3.3 A mass of data and sensitive information was called for and made 
available to the Committee by the Ministry of Defence ungrudging!y and 
with the utmJ.>t despatch. To ensure against the possibility of cbs.>ified 
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inform1tion falling into unauthorised hands, the Committee decided that 
the documents of a classified and sensitive nature submitted by the Ministry 
of Defence need not be circulated to the members and be persued in the 
precincts of the Parliament. 

3.4 It was agreed that these documents would be studied by members 
before witnesses were called in for examination. Accordingly, all such 
docum~:1ts were studied by members at sittings exclusively devoted to this 
purpose. 

3.5 Further, during the course of examination c;>f witnesses, the relevant 
docum!nts were made available to members on c{mand. Members avail­
ed of the opp:>rtunity of taking notes so that they could put precise questions 
to the witnes~s. 

3.6 Consistently with the requirements of national security, the Ccm­
rnittee have drawn upon the classified documents only to the extent neces­
sary to back up their conclusions. The Committee, have therefore, conscio­
usly excluded reference to specific data and a variety of sensitive 
information, the disclosure of which would be detrimental to the security 
interests of the country. 

. ·~ (b) Procedure of examination of witnesses 

3. 7 Members of the Committee gave varicus st'ggestions frcm time 
to tim!, regarding the witnesses to be s"lmmoned for exemination. Mter 
delib~rations, appropriate decisions were taken in the matter by con­
sensus. 

(c) Tech11ical presentation 

3.8 For the benefit of the Committee, a technical presentation was 
made in the Ministry of Defence on S October, 1987 by the Chief of the 
Army Staff to explain the capabilities and characteristics of the 155 mm 

Hi>wit;:er guns. 

(d) Demonstrations 

3·9 The Committee also witnessed 'firing demonstrationsrof the gun in 
desert areas of the western sector and also in the mountainous areas of the 
eastern ~ctor. These demonstrations helped the Ccmmittce to acql.!aint 
themselves about the range and capabilities of the Bcfors gun in vatyirg 
fi!ld conditions. 

(e) Ad,·ice of Attorney-General for India and Comptroller and AuditGr General 
of India 

3.10 The Attorney-General for India and the Ccmptroller ar.d Arditcr-
General of India were provided with the r ~\evant documents including the 
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terms of reference so that they could assis~ the Committee in their task. 
The Attorney-General addressed the Committee- and clarifi(d important 
legal issues involved in the enquiry. ·The Deputy Comptroller and 
Auditor-General in the absence of the Comptroller and Auditor-General 
informed the Committee that the documents already available with them 
and additional papers supplied to them did not appear to throw any light 
on the matters under enquiry by the Committee and from the professional 
audit angle, no comments seem possibk -

(£) A,;istaoce of Investigating Agencies 

3.11 Some members of the Committee suggested that the Committee 

should visit Sweden to record the views of the representatives of the Swedish 
Radio, A.B. Bofors, Swedish Banks and other connected agencies to as­
certain the truth. After discussion, the Committee arrived at the conclu­
sion that unless the various foreign agencies were willing to extend coopera­
tion in finding out the truth, it would not serve any purpose. During the 
course of their examination on 18 and 19 September, 1987, the Bofors 
Officials had declined to supply the requisite information on the plea of 
commercial confidentiality. Consequently, the idea of visiting Sweden 
was not pursued further. Instead the Central Investigating Agencies 
(CBI, Directorate of Enforcement and Directorate of Revenue Intelligence) 
were assigned the task of ascertaining facts with regard to items (ii) and (iii) 
of the terms of reference of the; Committee. 

3.12 Th~ Chairm 1n, Joint Parliam !ntary Committee on Bofors Con­
tract, held meetings with the Director, CBI-Shri M.G. Katre, Director, 
Enforcement-Shri Anil Kumar and Director of Revenue Intelligence­
Shri B.V. Kumar and apprised them of the nature of the work under the 
terms of reference of the Committee and the inquiries which the investigat­
ing agencies were re'quired to carry out. 

3.13 The Chairman also passed on to the aforesaid agencies all in­
formation which had been received by him from the Ministry of Defence 
to enable them to take up necessary investigation/verification. The Com­
mittee were kept apprised of the progress made by these 2gencies from 
tim'! to tim:~. The request made by Director, CBI, to the Chairman about 
keeping the matter under investigation confidential till the investigation 
was complete, was conveyed to the committee and agreed to by them. On 
receipt of the Report from the investigating agencies, as per procedure 
adopted by the Committee, the Members studied the Report in the pre­
cincts of Parliament. As decided by the Committee, a copy of the Report 
was also made available to the Defence Secretary in order to facilitate 
his further examination. 
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(g) Exten'iioo of time 

3.14 The Committe~! were required to pr~sent their Report "to tl1C -
HotJ~c by the last day of the J st week of Wintc·r Session, J 987, i.e. 
o No\'cmber. 19~7. However. two extensions for the presentHicn of the 
Rcrort were sought for and granted by the House, first on '6 November, 
1987 up to the last day of the first week- of the Budget Session, 1988 and 
..,c;;.nd, on 26 F.!b:"aary, 1938 upto the last working day of April, 1988. 

(b) Observations/concl~sions of the C«1nuniU£e 

3.1-5 During the entire course of enquiiy by the Cormi~tte, tJ:e 
~ • • J • -. 

Com.mittce did not exp~riencc any difficulty in handling the work of ~nquiry 
duc_:lo any procedural JifficJlties. The C.:~m~ittee also did not have any 
jlfi_~·c,olty at all in their functioning and in the matter of enquiry for want 
of a·llthority or power either in summoning any witness or calling for any 
do.:.ument for the purpose of enquiry. · 
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PROCEDURE FOR THE ACQUISITION OF WEAPONS A~D 
SYSTEMS BY ARMY HEADQUARTERS 

A. Procedure for assessment of requirements 

4.1 The first task of the Committee is to find out whether the proc~ures 
laid down for the acquisition of weapons/systems were adhered to in the 
purchase of the Bofors Gun. Accordingly, the Committee enquired from the 
Ministry of Defence with regard to the procedures laid down for procurement 
of new weapons/systems. The Ministry of Defence furnished all the papers 
involving the procedures laid down by the Army Headquarters in this regard. 
It is found that a definite and elaborate procedure has been provided for 
assessing the requirements for the introduction of new weaponsfsystl!m. 

(a) Philosophy Paper 

4.2 The introduction of new weapons/systems and the de-inductivn of 
old guns is an integral part of the process of modernisation and in fact the 
first step towards the introduction of a major weapons/systems is the 
preparation of Philosophy Paper. The Army Headquarters takes into account 
their perspective for the next 15 to 20 years while preparing the Philosophy 
Paper which contains relevant details relating to the concept, force level, 
advantage of the new weaponsjsystems over the current equipment. its 
characteristics in broad terms, relative priority, units/establishments to be 
used with equipment, de-induction and utilisation of the existing weapons/ 
systems and other related issues. Appropriate provisions in the Dd~nce 

Plan are also suggested based on such philosophy. 

4.3 The modernisation process is planned, guided and dictat~j by 
li) reappraisal of threats; (ii) changes in the geo-strategic enviroomeut; 
(iii) perception of mutual balance; and (iv) forecast of obsolescence of etisting 
weapons/systems. The other factors which have to be taken into w;,:ount 
in preparing the philosophy Paper are : (i) acquisition of capability b_v the 
ad,·ersaries ; (ii) acquisition of counter measures by the advcn.:trics; 

(iii) international or indigenous technical developments: and (iv) experience 
of field formations and users. 

(b) Gntcral Staff Equipment Policy Committee (GSEPC) 

4.4 The nex.t step in the acquisition of a new weapon,'system rebt\:5 to a 
rcfr:rcnce to the General Staff Equipment Policy Committee. a SLwJing 

34 
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Committee in the Army H';}adquarters which meets periodically under the 
chairmanship of the Vice-Chief of the Army StafffDeputv Chief of the Army 
Staff. The GSEPC is the highest body in the Army Headquarters for making 
recommendations on matters relating to all weapons/systems and policy. 
The n:prescntatives of the Ministry of Defence, Defem:e Research and 
Development Organisation. Defence (Finance), Deft-nee Prodm tion and 
other connec-ted agencies are members of the GSEPC whil'h has the 
following functions : 

G.meral Staff Policy Statements 

The Polic!' statements formalise the ·•requiremmts of weapons and 
equipment and serve as policy guide posts~ for ·procurement. discard and 
development. 

General Staff Qualitative Requirements (GSQRs) 

GSQRs lay down the optimum parameters of an equipment when 
.tllotting a project for its development to the Defence Research and Develop­
ment Organisation. Normally no formal GSQRs are initiated for equipment 
and weapon systems to be procured ex-import. 

Form:Jl introduction of new Weaeonsfsystems into ~ervice; and 

Otl1er ta!>ks tzot re~ated to forma/ising the requiremmt for an equipment. 

4.5 Briefly, the GSEPC is to ensure that the equipment and devel opn~ent 
policy for the Army keeps pace with the scientific and industrial potentialities 
and is closely inter-related to the organisation and technkal doctrine framed 
to meet the future needs. 

4.6 (n normal circumstances, a proposal for the introduction of a new 
weapon system if processed through the General Staff f < t· '1 n '11 Policy 
Committee.However, the prescribed procedures provide that in cases 
considered urgent or which involve sizable financial expenditure, Army 
H~adq uat1ers may process the proposals directly with the Ministry of Defence. 

(c) E.wmination of Philowplry Paper 

4.7 The Philosophy Paper or statement of a case for introduction of a 
new weapon, received from the Army Headquarters, is examined in the 
Ministry of Defence. After examination and approval in principle of the 

·Army Headquarters proposal, the Ministry of Def€·n<'c decide \\hether the 
proposed item, if the requirements of the Army are not immediate in natt1re, 
can tc de."elcrcd by Cefence Re~e~tch ad r;e,elcrrr.'r.t Orpni~~ticr. crd 

t'vcntually produced indigenously or whether it should be imported. In 
cases where indigenous development h. not dec me d feasible within tl1c time­

frame dictated by the immediate requirement of the Army, decisions for 
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importing the item are taken, also indicating wheJhe-r such import should be-
linked to transfer of technology .and licenced production in India. · 

(d) ldent(fication of Suppliers 

4.8 · If the W-'aponleq uipm~nt is not available from ru:ne "payment sources, 
the possibilities of import from other areas are explored. The Army 
Headqurters identify the potential sources of supply of the weapon/system 
through the Defence/Military Attaches abroad and the identified suppliers. 
furnished technical literature on the weapon/system to the Army Headquar­
ters, for study. Occasionally, the Army Headquarters, ask the suppliers to 
make presenNtions in regard to the item under acquisition. 

(e) Paper Evaluation of O.fjers 

4.9 After the offers have b"en re:eived from the manufacturers/suppliers. 
the Army H!adquarters make a paper evaluation with reference to the­
characteristics and prop,rties of th! w"aponfsystem. On the basis of such 
an evalu:1tion, the Army H :ad.]u:lrters draw up a list of p:>ssible suppliers 
who5e eq uipm'!nts meet fully or as c tody a~ p :>.><;ible. th~ 1 op~rationa I 
requirement/minimum performance parameters. 

(f) Examination and Sanction of the proposal by tlz~: Ministry of D!fence . 

4.10 After the Army Headqu1rters havt- made a desk evaluation of the vari­
ous offerr. received by them, they moot a proposal to th~ Ministry of D.!fence 
seeking approval to condu::t trial evaluations ofth! w~aponfsy.stem off.! red by 
the s~le;ted m 1nufacturers/suppliers. After s ltisfjin~ th!m.>~lves of the 
need in pnnciple, the Ministry of Defence a::cord nec~ssary sanction for the 
conduct of trials of the weapon/system recomm~nded by the Army Head­
quarters. Such trials are generally conducted on "no cost no commitment 
basis". On occasions, trial equipments are brought or ltransportation: 

charges are borne by the Ministry of Defence. Sometimes when the trials in 
India are not feasible, th~ Gnernm~nt auth)~is! telm> o; Arm; o"fi :~rs bJing 
sent abroad to study the various aspects of the new weapon/system. 

(g) Trial Dir~ctiv!s a . ., I C:Jn:l:lct of trials (or Evalu:ltion of Weapon/SyS/t111 

4.11 Before the conduct of trials forth~ evaluation of th~ w~apo.1/system, 
the Army Headquarters prepare trial dir;!ctives on the basis of operational 
requirements/minimum performance parameters and circulate the same to the· 
trial units/formations which are designated by the Army H.!adquarters. The 
weapon/system is then subj::cted to;detailed trialevaluationjby the Trial Units/ 
Formations in different types ofconditionsjterrains in which th~ same might 
be required to b:: U5~d. During th~ cours~ ofs!l;h trials, til~ repr~s~ntatives 
of Defence Research and Dev~lopment Organisation are also asso~ iated. The 
maintainability trials are held under the aegies of the Directorate General 
of Electrical & Mechanical Engineers. 
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(h) Trial Reports and General Staff El·aluation Report 

4.12 Trial Reports on the evaluation of the weapon/system, prepared 
by the Trial Units/Formations are processed through the concerned head 
of the Army/Service and sent to the Directorate General of Weapons and 
Equipment, in the Army Headquarters. The Directorate General of Wea­
pons and Equipment examines all documents in consultation with the various 
concerned agencies and prepares a General Staff Evaluation Report which 
is approved at the level of the Vice Chief of the Army Staff/Deputy Chief 
of the Army Staff. The Army Headquarters then submit to the Ministry 
of Defence the General Staff Evaluation Repor.t along with their propo~ 
for the import of minimum quantities of the ne.w weapon/system from the 
~oncemed manufacturers. The availability of funds for the import of-the 
weapon/system is also ascertained and indicated. 

(i) Exanuiwtion of Proposal and Constitution of Price Negotiating Committee 
(PNC) 

4.13 The prop.:>sal submitted by the Army Headquarters for the import 
~lf the weap.lnfsystem is subjected to detailed examination in the Ministry 
of Dcfl!nce. At the time of such examination, the indigenous production 
aspect is abo examined. Wherever the long-term requirements justify 
indigenous production under fi~nce, the same is also proposed. 1l1e 
approval of the competent authority and the concurrence of the Finance 
Division for the import of minimum quantities as well as licenced production, 
whereever necessary, is obtained after getting clearance from the indigenous. 
angli! from the Department of Defence Production and supplies and the 
Department of Defence Research and Development. Approval of compe­
tent authority is also obtained f.>r inviting technical/commercial quotations 
from· the manufacturers/firms recommended by the Army Headquarters. 
Simultaneously approval is al:io obtained for setting up a PNC under the 
chairmanship of a responsible officer in the .Ministry of Defence. The other 
.nembers of the Price Negotiating Committee usually represent Army Head­
quarters, Finance Division, Department of Defence Production & Supplies 
and the Defence Research and Development Organisation. A representa­
tive of the Department of Ec-lnomic Affairs (Ministry of Finance) is included 
in the PNC when the foreign exchange amount is substantial. 

(j) E\"Omination of Teclmicalj Commercial Quotations 

4.14 On receipt of technical/commercial quotations the technical pn)­
p.lSJ.ls of the various firm:> are first examined by the technical representatives. 
After scrutiny of all technical quotations and on consideration of all 
tcchnic::~.l aspects, commercial negotiations are conducted by the Pl\C 
directly with the authorised representatives of the foreign manufacturers. 
During c.>mmercial negotiations, the PNC not only discusses 1he prices, 
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but also holds discussions on other terms such as payment, warranty 
provisions, etc. The PNC invites, wherever necessary revised commercial 
quotations from the contending firms in the light of the negotiations. 
E~teni~d neg:>tiations are held with the parties with ·a view to secure 
substantial reductions in prices and improvements in other commercial terms. 
After the technicalfcomm~rcial negotiations have been concluded, the PNC 
submits its recom~endations to the comp~tent authority for the conc1usion 
of th·.! C)ntract with the selected party. 

(k) Conclusion of Contract, Agreement for licence production and credit 
agreements 

4.15 After the recommendations of the PNC have been accepted by the 
competent authority, the contracts are signed by a senior officer in the Minis­
try on behalf of the President of India. In cases where it is decided to under­
take licenced production by transfer of technology from the selected firm, 
this aspect is also negotiated along with the purchase. A licence produc­
tion agreement is either signed simultaneously by the Department of Defence 
Production & Supplies or the requisite commitment is obtained from the 
supplier in the purchase contract. Whenever the purchase of the weapon 
system is on credit terms, cJrresponding credit agreements are also negotia­
ted simultaneously and signed. 

B. Procedure actually followed and the sequence of events through which the 
proposal for the procurement of 155 mm Howitzer gun system was pro­
cessed 

4.16 In the year 1975 the Army Headquarters constituted an Expert 
Committee under the Chairmanship of Lt. General K.V. Krishnarao, the 
then Vice-Chief of the Army Staff to study the artillery weapons/systems of 
various armies of \he world and make suitabl.: recommendations. The 
Committee inter alia. recommended: 

.. l;here is a definite requirement for developing a medium gun 
of a calibre of say 155 mm. This gun should have a range of ~8 to 
30 Kms and shell wei15ht of about 50 Kgs. "Ihe gun 9hould be 
capable of firing in low as well as high angle, so that it can be 
utilised in the mountains also." 

(a) Philosophy Paper 

4.17 As a follow-up of the recommendations of the Expert Committee 
a Philosophy Paper on the long-term equipment perspective for th~ field 
branch of Artillery was prepared by the Army Headquarters in October 
1979 and sent to the Ministry of Defence under the signature of the then 
Chief of the Army Staff. The Philosophy envisaged a 20-year perspective 
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..::Jver;ng organisational changes and mJdernisation mea'>ures. The paper 
inter ulia stated: 

•• ...... the time has come when we should attempt a 20 year 
p:!rsp:!ctive for the r~mainder of the C!ntury for our major weapon 
systems and equipments a with a view to setting in motion a number 
of planning processes by all agencies conc!rned towards the plan 
which has the approval in principle of the Government. A start 
has been made by Army Headquarters in preparing a long-term 
field artillery equipment perspective on these lines based on recom­
mendations of the expert committee a~d other studies carried out 
within Army Headquarters. · 

* * • * * 
•·one of the modernisation measures which must be achie~ed 

by the regiment of artillery in the near future is the greater destruc­
tive capability vis-a-vis the present concept of neutralisation." 

"'Following from this background a broad plan has been evolved 
which visualises introduction of the following long-term changes 
in the field tank artillery:-

* 

(a) The introduction of about 155 mm calibre medium gurt 
(towed and se\~.-propelled) in the plains and a lighter 
medium gun or 155 mm calibre in the mountains. 

(b) The adoption of 130 mm gun as the primary field gun in 
the plains." 

* * * * 
"An additional force level of medium regiments for the 

mountains has been sanctioned in addition to the existing regiments. 
The new equipment has to be selected to meet this full requirement." 

"The main perspective in this field appears to be the .following 
guns including those of USSR origin to which we have received nega­
tive answers so far: 

(i) 155 mm medium gun from USA 
(ii) 152 mm HOW; i.e. Howitzer from USSR. 

(iii) 155 mm gun GCT from France." 

4.18 In August, 1980, the-Government approved that the Philosophy 
Paper prepared by Army Headquarters should form the basis for future 
planning, provisioning and production. 

(b) Go~t•ral Stajj· Equipment Policy Committee 

4.19 In this case the GSEPC was not involved and the proposal for the 
acqui,ition of 155 mm guns was taken up by the General Staff directly with the 
Min~>try of Defence. When questioned by the Committee why the proposal 
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for the introduction of 155 mm guns was not processed through the GSEPC, 
the Defence Secretary explained that this case was dealt with in accordance 
with para 22 of the Army Headquarters Instructions No. 15790/WE-1 dated 
19 March, 1975, which reads as under : 

"Urgent cases, which cannot await consideration by the GSEPC, 
and. also those which involve a sizeable financial effect may, with the 
approval of the General Staff, be referred directly to Ministries of 
Defence and Finance (Defence) for approval, including foreign 
exchange sanction." 

4.20 When asked whether the proposal for the acquisition of 155 mm 
guns, which had first been envisaged in the Philosophy Paper of 1979, could 
-be categorised as an urgent case to be regulated by the procedure referred to 
above. The Director-General, Weapons and Equipment stated in -his evidence: 

" .......... in the initial stages there was urgency to buy a 
certain quantity within the Sixth Plan. So, perhaps some element of 
urgency is also there. But specifically the sizeable financial etr:ct 
is the category under which this case was dealt with." 

4.21 Elaborating the point further, the Defence Secretary stated in his 
evidence as under : 

'' ........ The Hon. Member is under the impression that such 
major contracts can be signed-he would like them to be signed-very 
speedily and expeditiously. But the fact of the matter is, the more 
major a contract, the more complicated it becomes. Secondly we 
also have to ensure the availability of funds, particularly the av:.lila­
bility of free foreign exchange. This is a matter which is not easy 
to be resolved. Thirdly I would submit that in the case of other major 
acquisitions also it has taken very substantial time to arrive at a 
decision to acquire them. Because, before acquiring a major.weapon 
system a large number of evaluations from various angl;:s, 
negJtiations finalisation of the package, servicing and overrnul 
facilities, infrastructure, etc. have to be taken into consider:Ht-.~u.. 
It takes time." 

4.22 The Defence Secretary further explained that since the requirem~nt.;; 
of the 155 mm gun system were very pressing and the DRDO was already tied 
up with the development of two major gun systems, a veiw was taken that this 
complicated gun system, which had already been acquired by our adver,.J.ry, 
may initially be imported. There should also be an accompanying tran.,.fc-r 
of technology enabling subsequent licence production. After this decision was 
taken, the possibility of procuring this weapon system from an East Euroran 
source was considered keeping in view the fact that foreign exchange wa.; irr 
:.ilort supply. 
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(c) Russian 152 mm Howitzer G~m 

4.23 Even while the Phiiosophy Paper was prepared in October 1979, 
the then Chief of the Army Staff had in mind the 152 mm Howitzer Gun 
available in the Soviet Union. The Ministry of Defence, therefore, decided 
to evaluate the possibilities of acquiring it and a delegation was sent to Soviet 
Russia. The delegtion reported that it was a design, which did not incorporate 
the latest features. However, the Ministry believed that the Soviet Union 
had an updated version of the gun system and · as such they continued to 
pursue the matter. As a result, in 1985, the Russian authorities offered the 
I52·mm gun system,1known as GIAT SINT B. On ,e.valuation by the Army 
Headquarters, it was found that the system had cettain limitations when 
viewed from the tactical requirements of the Indian Ariny. Hence it was not 
pursued further. 

(d) Identification and Paper Evaluation . 

4.24 As a consequence of the Russian gun not meeting the requirements 
of the Army, the Army Headquarters took up consideration of the offers 
received from other sources. After paper evaluation of the offers received 
from eleven sources with reference to the characteristics and properties of the 
weapon/system, the Army Headquarters found that eight of them conformed 
to the required parameters. One ofth,e;.systems, from South Korea, could not 
be received in India. Therefore, the rest of the seven gun systems for which 
offers had been received from Yugoslavia, U.K., U.S.A, Sweden, Austria, 
Netherlands and France were trial evaluated in India. The trials were mainly 
held from March 1980 to Aprill982 with the exception of one gun which was 
tried out in June-July 1978. 

4.25 After trial evaluating six r gun systems in 1982-83, the Army 
Headquarters identified the following four systems as. acceptable to 
them :-

(i) FH 70-U.K. 

(ii) FH 77B-Bofors, Sweden 

(iii) N-45-Austria 

(iv) TR-155-France. 

In July 1982 the Army Headquarters sent a draft CCPA Paper to the Ministry 
of Defence in connection with the procurement of 15~ mm towed gun system 
as well as 155 mm Self-Propelled (SP) guns. In October 1982, the Ministry 
of Defence asked the Army Headquarters to prepare a detailed evaluation 
report on the basis of trial evaluations conducted by them. The Army 
Headquarters finalised the General Staff Evaluation of 155 mm gun 
~ystem in December 1982. 



42 

(e) General Staff E~·Rluation 

4.26 The General Staff Evaluation Report of 1982 contained the 
fo1Jowing recommendations :-

"(a) M 198 (USA) and M 114/39 (Netherlands) were not acceptable. 

(b) The following systems were recommended in order of priority 
for purchase and licensed production 

(i) TR (France) 

(ii) FH-77B (Sweden) 

(iii) FH 70 (UK) 

(c) The following were recommended for one time buy 

(i) TR (France) 

(ii) FH 77B (Sweden) 

(iii) FH 70 (UK) 

(iv) GC 45 (Austria)" 

4.27 The requirements of 155 mm towed and SP guns and other issue~ 
were firmed up in a series of meetings held in the Ministry of Defence. In 
January 1984, the Government finally decided to procure 155mm towed gun 
systems and de-link the procurement of 155 mm SP gun. It was also decided 
that the feasibility of integrating a foreign turret with an Indian platform for 
indigenous manufacture of SP guns may be explored. 

4.28 In February 1984, a CCPA paper for the procurement of (i) a, 
specified number of 155 mm (Towed) guns along with accessories/spares/ ' 
vehicles and ammunition at a total estimated cost of approximately Rs. 1,600 
crores ·and subsequent licenced manufacture in India of the remainder 
requirements of the guns in the 7th Plan and, thereafter (ii) entering into a 
licence agree111ent with the selected manufacturer for the production of 155 
mm ammunition in India and (iii) constitution of a Negotiating and Guidance 
Committee for the purpose of carrying out technical/commercial negotiations. 
was sent to the Cabinet Sectt. for obtaining approval of the CCPA. In April 
1984 the CCPA approved the proposal at (i) and (ii) above. As regards item 
(iii) above, the CCPA directed that instead of two committees, there ~houiJ 

be a single Negotiating Committee chaired by Defence Secretary. 

(f) Negotiating Committee 

4.29 A Negotiating Committee, with the following constitution was ~et 
up in May 1984 for the procurement of 155 mm (Towed) fUns wit!-



acc~~sories/sparesfammun ition, etc. 

Defence Secretary 
Secretary (Defence Prod.) 

Secretary (R&D) 

Secretary (Expenditure) 

Addl. Secretary 

Economic Affairs 
(Financial Adviser) 

(Defence Services) 

43 

D.!puty Chief of the Army Staff 

-Chairman 

-Member 

-do-

-do-

-do-

-do~ 
'. 

-do-· . 

. uJ The following four firm'i were informed to meet the Director of 
Weapons and Equipment in the Army Headquarters with the technical details 
p.!rtaining to their 155 mm (Towed) gun on the dates shown against each 

I. M/s. Bofors, Sweden 

2. M/s. IMS, UK 

3. M/s. Sofma, France 

16 May, 1984 

21 May, 1984 

25 May, 1984 

4. M/s. Voest Alpine, Austria 30 May, 1984 

The above firm> were also info~f'ited that commercial negotiations with 
th~m for th! 155 mm tow.!d gun would comm!nce in June 1984; the 
progr,tmme for~the commercial negotiations was also intimated to them. The 
above firm> were a'iked to submit .their [quotations for different types of 
ammunition required for. the 155 mm (towed) gun. Between 16 and 30 May, 
1984 te::hnical discu;sions were held with the four firms by DWE along with a 
team of officials from Artillery Directorate, DGI, DRDO and Defence 
Production Department. 

4.31 The first in-house meeting of the Negotiating Committee was held on 
7 Jun~, 1984, when a tim~ table for negotiations was drawn up. The firms 
were a'ked to submit their formal price offers on 23 July, 1984. Negotiations 
with the firms commenced on 18-8-1984 and concluded on 28-8-1984. 

(g) Short Listing 

4.32 0.1 24th August, 1984, the Army Headquarters recommended that 
the B:itish and Austrian systems were not acceptable to the Indian Army. Of 
the other two gun systems, the French and the Swedish guns were recommen-
ded in the same order. · 

4.33 In February 1985, the Army Headquarters again recommei1ded that 
the f.Ull systems of France and Sweden be short listed. In March 1985 the 
Army Headquarters reiterated their recommendation of 24th August 1984 and 
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also intimated that COAS had conveyed the recommendations of the Army 
Headquarters on the selection of 155 mm G~n (Towed) System to the Def.:nce 
Minister. 

4.34 In October 1985, the Negotiating Committee accepted the final 
recommendation of the~Army J-leadquarters to call only M/s. Sqfma of France 
and M/s. Bofors of Sweden for negotiations. 

(h) Commercial Negotiations 

4.35 The working Groups (established by the Negotiating Committee) and 
the Negotiating Committee continued detailed discussions/negotiations \" ith 
M/s. Bofors, Sweden and M/s. Sofma, France. On 17th February, 19iS6 
Army Headquarters submitted their final technical evaluation on the 155 mm 
towed gun systems of M/s. Bofors and M/s. Sofma. In this technical evalua­
tion, Army Headquarters recommended that keeping in mind the capability to 
meet current and future operational requirements, the Swedish Bofors FH 
77B gun had a clear edge over the French Sofma TR 155 gun. 

(i} Selation of Bofors Gun 

4.36 At the meeting of the Negotiating Committee held on 1"2th M:.1r..:h. 
1986, it was felt that keeping in view the technical, contractual and financ1ai 
.aspects, the Officer of M/s. Bofors was the better of the two. It recommend.;;d 
that pending finishing touches to the contract, a letter of intent might be i":-.uo:d 
to M/s. Bofors to the effect that Government was willing to award the Contnct 
to them subject to their satisfying the Government of India on all aspech of 
the purchase, licence production, credit and other arrangements. These r.:­
commendations of the Negotiating Committee were approved by ~R~1(S), 
RRM(A) and RM on 13th March, 1986 and RM(PM) on 14th March, IIJ-36. 
The Letter of Intent was issued to M/s. Bofors on 14th March, 1986. Furtha 
negotiations continued and revised offers were submitted by M/s. Bofors on 
21st March, 1986. Revised offers were also submitted by M/s. Sofma, Fr:.w..:.:. 
On 22nd March, 1986 approval of RM(PM) was sought to conclude the CJi1-

tract with Mfs. Bofors, on the basis of lowest offer, as well as the technic.dl~ 
preferred one on 24th March, 1986 RM (PM) approved the proposal lc• 

conclude the Contract with Mfs. Bofors. 

4.37 A Memorandum of Understanding was signed with the Government of 
Sweden on 24th March, 1986. Cooperation Agreement, Supply Contract aP..d. 
Licence Agreement, were also signed with M/s. Bofors on 24th March, l9:-i6. 
Separate Credit Agreements for the Supply Contract and the Licence Agr..:.:­
ment were signed with AB Svensk Export Kredit, M/s Svemka H..-.nJ.:!~­
banken and M/s. Skandinviska Enskilda Banken, Sweden. 

4.38 The Committee examined the po~ition stated by the Ministr~ o( 

Defence to ascertain whether any deviations from the laid down pr~1cedur..:~ 
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tc'•'k place in regard to acquisition of weapons.and systems so far as the pto­
C:Jrcment. of 155 mm guns was concerned. In this context the Ministry of 
!).:fence tendered the following evidence. in a formal note :-

.. No Major deviation in the laid down procedures was made in 
so far as the procurement of 155 mm Howitzer guns were concerned. 
The only deviation from the laid down procedure was made in the 
case of Fire Control Instruments and some items of ammunition 
(which werl! finally contracted) as these items could not be put to trial 
e\·aluation due to their non-availability in 1980-81/81-8:!. It may be 
mentioned that in a complex weapon system like the 155 rnrn Field 
Howitzer, which comprises of various sub-systems and a wide range 
of ammunition, it was not possible· to trial evaluate each and every 
sub-system/ammunition in the early 80"s when th(-gun was subjected 
to trial evaluation, as some of them e.g. Illuminating shell (--km). 
Smoke shell (--km) and Cargo shell, were under various stages of 
development with different firms and no firm could offer these items 
for trial in the ea.rly 80's. However, adequate safeguards have been 
included in the Contract, including, a provision for the termination of 
the Contract and recovery of damages from the Seller, in the event of 
any of the items not performing according to ·the prescribed 
technical specifications." v 

C. Obsenations/Conclusions of the Committee 

4.39 On the basis of the discussion in the preceding paragraphs, the 
Committee observe that a very elaborate procedure has been laid down for 
the introduction of new weaponsjsystems in the Army and for assessing the 
r..:yuirements of the same with a view to ensuring that defence preparedness. 
is ;maintained at all times. Proposals in this regard have to undergo a series. 
of ~teps-the very first being preparation of a Philosophy Paper which has. 
to tike into account the perspective for the next 20 years, the need for moder­
ni~ation, a reappraisal of threats,, changes in geo-strategic environment, 
perception of mutual balance and forecast of obsolescence of existing wea-· 
pons/system. The other essential factorS that need to· be taken into aa;ount 
arcl acquisition of capability and/or COUntermeasures by the adversarie~ 
deYclopments in technology both within and outside the c6untry' and laSt 
but not the least the experience of field formations and the users. 

4.40 The next step in the process is a detailed examination of the pro­
posal by the G.S.E.P.C. The task of this Committee is to prepare policy 
~tatements formalising the requirements of weapons and equipment; to lay 
oown the GSQRs regarding the optimum parameters of the equipment while 
allotting the same to DRDO for development and, finally, to ensure that the 
equipment and development policy for the Army keeps pace with scientific­
and industrial potentialities. 
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4. 41 The Ministry of Defence then examines the Philosophy Paper 
.and decides whether the proposed item can be developed by the DRDO 
.and eventually produced in the country or whether it requires to be imported 
in case indigenous development is not feasible within the given time­
frame. The further steps that follow arc : identification of suppliers; desk 
evaluation of offers with a view to trial evaluate the weapon/system of the 
-selected manufacturers/suppliers; issue of detailed trial directives and actual 
<:onduct of trials in different types of conditions/terrains; preparation of 
trial reports by the trial units/formations; their evaluation by the Directorate 
General of Weapons and Equipment (D.G.W.E.); finalis.ation of the General 
Staff Evaluation Report (GSER) at the level of the Vice-Chief or Deputy 
Chief of the Army Staff with proposals for the import of minimum number 
<>f weapons/equipment. 

4.42 The proposals submitted by the Army Headquarters are then "ub­
jected to detailed examination in the Ministry of Defence and approva! of 
the competent authority and the concurrence of the Finance Division for 
import of minimum quantities as well as licenced production, wherever 
necessary, is obtained after getting clearance from the indigenous angk from 
the Deptt. of Defence Production and Supplies and the Deptt. of Dcf.:oce 
Research and Development. Approval of the competent authority i:"> al:.o 
obtained for inviting technical/commercial quotations from the manuf:tc­
turersjfirms recommended by the Army Headquarters. Simultan.:ously. 
approval is also obtained for setting up a Price Negotiating Committee under 
the Chairmanship of a responsible officer in the Ministry of Defence. Apart 
from the Army Headquarters, representatives of other concerned agenci.:s 
-such as the Finance Division, the Deptt. of Defence Production and Supplies. 
the Deptt. of Economic Affairs, Ministry of Finance and the D.R.D.O .. ~ 
etc. are included in the Negotiating Committee. The Negotiating Comrn..ittee · 
is charged with the responsibility of scrutinising all the technical and comm­
ercial quotations, carry out detailed negotiations with the authorised re­
presentatives of the parties. concerned directly and finaUy conclude the con­
tract, the agreement for licence production and credit agreemenis. etc. The 
agreements are signed by a senior otlker of the Ministry of Defence on bdtaJf 
·of the President of India. 

4. 3 The entire process is quite time-consuming and can easily take a 
few years. In the instant case, the Committee find that the search for a 
medium gun of 155 mm. calibre, which had already been acquired by ::m 
adversary, commenced as early as 1975 when an Expert Committee wa .. 
:appointed to study the artillery weapons/systems of various armies in the 
world and make suitable recommendations. It came to the conclu~ion 
that there was a definite requirement for developing a medium gun of say 
J 55 mm culibre with a range of 28 to 30 kilometres and shell weight of 
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50 kgs capable of firing in low as well as high angle, i.e. a Howitzer gun that 
can fire at an angle of 45° and above so that it could get across hill features 
easily. 

4.44 Based on the recommendations of the Expert Committee, a Philo­
sophy Paper was prepared by the Army Headquarters in October, 1979 and 
~ent to the Ministry of Defence for approval. The other sequential steps that 
followed are set out in paragraphs 4.18 to 4.38 . 

4.45 The Committee find that both on grounds of urgency and the heavy 
estimated outlay of approximately Rs. 1,600 crores inv<;>lved in procurement 
of the 1 55mm. towed guns alongwith accessorie!\jsparesjvehicles and 
ammunition, the proposal was processed by the Army Headquarters directly 
with the Ministry of Defence, in terms of para 22 of Army Headquarters 
Instructions No. 15790/WE-l dated 19th March, 1975. 

4.46 While in retrospect, the plea of urgency may not now appear to 
be convincing in view of the time-lag of about five years which elapsed bet­
ween the initial submission of the proposal to the Ministry of Defence and 
the actual finalisation of the contract, the Army's perception of an imminent 
threat requiring an urgent response, at the time the proposal was mooted, 
cannot be questioned. That the threal . .did not materialise, or that it receded 
in the intervening period, does not alter the aforestated situation. · 

4.47 In sum the Committee are of the view that it is amply proved that 
the procedures prescribed for the acquisition of weapons/systems was follow­
ed by the Army Headquarters/Ministry of Defence in the purchase of the 
Bofors Gun. 
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TECHNICAL EVALUATION OF THE 155 MM GUN SYSTEM 

An elaborate procedure -has been .laid down for technically evaluating 
various Weapons/Systems including field trials under simulated battle 
conditions. 

A. Field Trials 

5.1 Technical evaluation of the equipment to be acquired is an integral 
part of the procedure laid down in the Army Headquarters for induction of 
the new weaponjsystem. Explaining the procedure followed in this regard, 
the Defence Secretary stated in his evidence that the system followed by the 
Army Headquarters is scientific. After making a desk evaluation with 
reference to the characteristics and properties of a weaponfsystem, a list 
of possible suppliers, whose equipment prima facie met the Army's opera­
tional requirements or fulfilled the minimum performance parameters either 
fully or as closely as possible, was drawn up and a proposal sent to the Minis­
try for permission to conduct trials. 

5. 2 Th'! witne.>s furth'!r informed the Committee that the equipment. 
off;r'ed by th'! selected firm> for trial purposes at no-cost-no-commitment 
basis, was tried out in all typ~s of terrain viz deserts, plains and mountain~ 
with extrem~ clim1tic conditions.- The trial reports were precessed, ~crcen(d 
and tabulated by the various echeons of the Army Headquarters and sent 
to th! Director-G.meral, Weapons and Equipment for analysing the results. 
The Vice-Chief, Deputy Chief or the Chief of the Army Staff himself, depend­
ing upon the nature, criticality and value of the equipment, thereafter sent 
to the Ministry a proposal reflecting the minimum requirementS: along with 
a General Staff Evaluation Report. 

5. 3 Comm~nting on the importance given to the trials conducted by the 
Indian Army, the Defence Secretary testified: 

"I must submit here that the trial evaluations carried out by the 
Indian Army carry a lot of respxt - a commanding respcct-cf 
suppliers, for the simple reason that our trials are extremely rigorc.us 
and done very intelligently." 

5.4 During his evidence before the Committee, the Director-G,r.crr.J, 
Weapons and Equipment (DGWE) informed the Committee that the operJ.­
tiona.l requirements of the new weapon/system as they were icentified in rhe 
light of the Philosophy Paper of 1979 and the earlier report of the E:xrerts 
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Committee (1975) were: (i) the calibre of this medium gun should be appro­
xim'ltely 155 mm with a maximum range of 28 to 30 kins, and shell weight 
of about 50 kgms ;. and (ii) the gun should be capable of firing at high angle. 

5. 5 He added that the concept of future operations was for mobile war­
fare and for formations and units operating over ~ider areas going ~deeper 
and at a much faster pace into enemy territory. Over the turn of the cen­
tury. this could mean operating under nucl€ar threat. When the battlefield 
scenario of the future was studied, the major issues which had to be taken 
into account in the formulation oftbe weapon requirt·ment were: there were 
to be larger number of targets of fleeting nature orl a battlefield; and a higher 
propJrtion of hard point targets, i.e. tanks and armoured perscnmel carriers 
w.:>uld op~rate on the battlefield. There would- also be enhanced vulnerability 
of th~ gJTl which was firing at such targets as well as of the advancing or 
def~nding troops that these guns were supporting. As a result of these fore­
casts. it was thought that the gun system must have some essential capabilities 
viz. high respJnsiveness, high rate of fire, opening salvo effectiveness, burst 
fire cap~bility, mJbility, longer range, availability of improved conventional 
amm"'Jnitions, accuracy of fire and capable of shoot and· scoot tactics. 

5. 6 Th~ DGWE stated that the ~uns were tried out in all possible terrain 
and in all possible climatic· condliions. As far as terrain is concerned. 
the guiding philosophy was a simple gun for the mountains and a sophisti­
cawd ·gun for the plains and deserts. Consequently, thc:re were casc·s where 
som'!·guns were either not tried out in mountains or in plains and dest:·rts. As 
far as weather was concerned, the guns were made available ·by the supp­
liers for a specific period of time during a particular period of the yc ar. As 
a rc~;ult, it might not have been possible to try all the guns in all weather 
conditions. 

5. 7 The DGWE also informed the Committee that. detailed trial direc­
tives were issued to trial units/teams prior to the conduct of trials. The 
trials included trials on mobility and firing to cover accuri!~Y and consi&tt-ncy, 
high angle efficiency, maximum ranges, rate -of fire. and ease of han.dling. 
The trials were checked to ensure man-machine interface, ease of. assimilation 
of training nnd efficiency by. the Indian crew. The trials wen~ also held to 
check the timing. achieved for various activities like goi11g into and coming 
out of action and the back-up facilities available where any auto,mation was 
involved. Finally maintainability trials were cond uctcd by the. Corps of 
Electrical and Mechanical Engineers. 

S.8 The trials were conducted during the pericds stated belcw: 

_ (i) N-65 (Yugoslavia) 
(ii) FH-70 (U.K.) 

(iii) M-198 (U.S.A.) 
s /88lSS /88-5 

[-!une to July, 1978 
-March to May, 1980 
-.:.April to June, 1980 



(iv) FH-77 B (Sweden) 

(v) GC-45 (Austr]a) 

(vi) M-144/39 (Holland) 

(vii) TR-155 (France) 
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-June_to December, 1981 

-September to November, 1981 

-March to April, 1982 

-March to April, 19f2 

5.9 During th! evid~nc!, the Committee drew the attention of the 
D~fenc! S:!cretary to th~ d!mand mad~ on several occasions by some 
m!mbers of the Negotiating Committee that the unit level trial reports be 
m:tde available to them. Explaining the reasons why these reports were 
not furnish!d to th! N.!gltiating Committee, the witness stated:-

"These unit level evaluation reports are received in large 
numbers from various units. In this case, for this gun system I 
believe there were two or three dozen or perhaps more of such 
reports. These unit reports have been supplied to the JPC already. 
Now, a person who is not a professional cannot pull out of these 
large number of unit level reports as to where the truth really lies, 
because every Commanding Officer writes according to his own 
perceptions and the way he has evaluated a commodity, or store in 
his own environment. Now, it is the duty of the Director-General, 
Weapons and Equipment, that he shouid scrutinise carefylly, 
examine these unit level evaluation reports and prepare a final 
report which would represent the view of the General Staff after 
it has been approved of by the Deputy Chief of the Army Staff 
and the Chief of Army Staff. This is how the general staff evalua­
tion report is prepared. 

The question, therefore, arose in the Negotiating Committee 
as to whether it is fruitful to distribute the large number of unit 
level evaluation reports to different members. The Deputy Chief 
of Army Staff who was a member of the negotiating committee, 
clarified that if you were to do that it would be futile and perplexing 
because you would not be able to fairly assimilate all those things 
because they .are technical in character and occasionally the judge­
ments are contradictory. They have to be integrated, coordinated 

· and harmonised at the level of General Staff, at the level of Director 
General, Weapons and Equipment, on behalf of the Army Head­
quarters. It was, therefore, decided that these unit level evaluation 
reports would not be circulated, and we would trust the judgment 
of the Army Headquarters where these general staff evaluation 
rep·.>rts have been approved by the Deputy Chief or the Army 
Chief and given by them ...... " 
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B. General Staff Evaluation · 

5.10 Bac;ed on field trials carried out during 1980-82, a General Staff 
Evaluation R~pJrt wa.i p.-epa:-ed by .th~ Army Headquarters in December, 
1982. The following f"ar of the sev~n gun systems that were tried out 
were identified as acceptable : · 

(i) FH 70 (U.K.) 

(ii) FH 77-B (Sweden) 

(iii) GC-45 (Austria) 

(iv) TR2.i55 (France). 

5.H The following two guns which did not rn.'eet the requirements for 
ceasons indic:ttcd bebw, c()uld not be graded acceptable : 

(i), M-~98 of USA 

This gun .was n)t· c:>n)idered suitable in c:>mparative performance, 
it Wa) not to date techn'llogy, had p:>()r cross country mobility and 
did not have p:>tential for an Auxiliary Propulsion Unit to be added 
on. In aiiiti()n a v~ry pnr ·d~livery schedub had been indicated. 

(ii) .M-114/39 of Holland 1.-' 

This gun was also not considered suitable for introduction into 
service because the prototype offered was basically a product 
improvement o.f the old World War-II vintage. M-114 gun. It 
had a slow rate of fire, did not meet the operational requirements 
and it did not have the paotential for an APU to be added Qn. 

S.l2 Ac~Jtding to the Army Headquarters, the requirement of the 
Army was for a sophisticated weapon system which would remain in service 
till the first quarter of the next century. Such a system to be selected should 
have the best technology, high rate .of fire including burst fire capability, 
long range, a fair degree of autonntion a'ld capability of firing various types 
·of ammunition. In the ba-;kground of its requirem~nt, the Army Head­
quarters' appraised the c:>m?arative m::rits and demerits of the four gun 
systems which were acceptable to them. 

5.13 The Committee have been shown the c:llmplete details of the an'a-
lysis done by the Army Headquarters. For security reac;ons the Committee 
have decided against the inclusion of the· aforesaid analysis in this Report. 
It may, however, be noted that dle Swedish gun had +hP, advantage of being 
the most automatic amJ~ng all th~ guns, with a true burst fire capability. 
It had the sm1llest crew of six ~!11 :its APU was diesel driven while that in 
other cases was petrol driven. 
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5.14 The Director-General, Artillery, in his. evidence highlighted the 
s~perior aspects of the Bofors gun by stating : 

•• .•...• the. equipment is such that even two men can handle 
it and move it. Whether there is sandst<nm, rain or snow, my 
assessment is that it will still be able to. function and produce what 
is required of it." 

5.15 During evidence of the Chief of the Army Staff, the Committee 
enquired whether the technical evaluation of the gun systems was done by 
certain individuals or a Committee was set up for the purpose. He stated' 
that it was much more than a Committee. Different aspects were evaluated 
by different officers/experts in different climates over a period of time. 
The representatives of the Research & Development, the Electrical & 
Mechanical Engineer~, the Directorate General of Inspection, etc. were all 
involved in this process of evaluation. After all of them had given their 
reports . these were collectively examined and only then the General Staff 
Evaluation was made. 

C. . Gen~ral Staff Qualitative Requirements 

5.16 As per prescribed procedure, apart from the General Staff Evalua­
tion Report, General Staff Qualitative Requirements (GSQRs) which give 
au· technical details including performance parameters of the weapons to 
be d~veloped, are required to be prepared before hand and the technical 
acceptability of any new weapon is determined with reference to the GSQRS 
which are based on operational requirements and are an insurance against 
any sub-standard equipment being introduced. 

5.17.. During evidence the ComD,littee enquired from Lt. Gen. H. Kaul, 
the then DCOAS how in the absence of GSQR, technical evaluation of the 
guns could be made .. The witness explained that GSQRs were not required 
by t4e Army in so far as this particular gun system was concerned. GSQRs 
Nould be .required if the :w~aponfsysteQl was. prop()sed to be developed 
ipdigenously. He added that detailed trial directives had been issued to 
the trial units and they must have evaluated the system according to these 
directives. 

5.18 On the same question, the Chief of the Army Staff tin his eyidcnce 
stated that then~ was no requirement for GSQRs when they were dealing 
with this kind of weaponfsystem which was" already existing in other parts 

·of the World and was to be. acquired ex-import. These were reqUired 
only when the system was to be developed \vithin the country. . . . . . . ~ 

5.19 The Defence Sectetary, while explaining the position during his 
evidence, stated that the qttcstion of GSQR was initially raised in the 
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Negotiating Committee meetings. Consequently, the Committee decided 
to view the evaluation with reference to the minimum acceptable parameters, 
which were furnished by the Deputy Chief of the Army Staff. ' 

5.20 The Defence Secretary also referred to Army:instructions issued on 
3 February, 1983, which provided the logic for the requirement of GSQRs 
Para 16 thereof reads as under : 

"16. QRs are required. to be prepared as per the form 
attached at Appendix 'C'. These will be· forwarded ~nder the 
signature of a Director or equivalent to the DWE. No QR .need 
be prepared in respect of :- · · 

(a) Equipment which are current in service. 

(b) Equipment for which indigenous manufacture has been ~sta­
blished but have yet not been introduced; or where the· reqUi­
red particulars to guide manufacture are available.: 

(c) Equipment of foreign manufacture/design which are faund 
suitable for introduction in the .service with or without modifi­
cations." 

5.21 The philosophy behind t~?-~s was that in case they had to purchase 
the equipment from abroad it was not possible to lay down the GSQRs 
for the reason that those items were being purchased as manufactured. 
If, on the other hand, it was a question of development and ·prc;>duction .. 
within the country, the GSQRs would be essential. 

5.22 When the Committee enquired how in the absence of GSQRs, 
the inter se priority of the guns could be determined, the Defence Secretary 
stated that in place of GSQRs the evaluation of all the four guns systems 
was done with reference to the min~mum acceptable parameters. He 
added: · 

"The sum and substance of this is that the GSQR was repre­
sented by the minimum acceptable requirements. The Negotiating 
Committee thus took a decision that it would be very ·oonfusing 
if the Members· were to go through the trial reports :of ·the units 
and, therefore, the General Staff Evaluation Report should be used. 
Instead of these GSQRs and trial reports, they had the benefit of 
two other things, namely the General Staff Evaluation Report· and 
the minimum acceptable parameters.~ .... " 

D. CCPA (Cabinet Committee on Political Affairs) Paper 

5.23 In the CCPA Paper prepared in. February, 1984, for Qbtaining 
Cabinet approval for the procurement and licence manufacture of. 155. mm 
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guns it was pointed out that three guns systems viz. TR (France), FH-77-B: 
(Sweden) and FH-70 (U.K.), evaluated and found suitable by the Army, 
were considered to be sophisticated/futuristic enough to be manufactured· 
in India under licence. As stated earlier, the Austrian GC-45 guns was­
recommended only for a one time buy. 

5.24 During evidence, the Committee enquired from the Chief of Army 
Staff why the Army Headquarters had recommended the Austrian gun 
for one time buy only. The Chief of the Army Staff explained that in 
1982 when . he was the Deputy Chief he had recommended the purchase­
and licence producti<'n from among only three guns viz. French, Swedish 
or the British, the Austrian gun was not considered good enough. At 
that time, the threat perspective was imminent and hence· operationally 
there was an urgent requirement to obtain a certain number of 155 mm 
guns by the end of the Sixth Plan (1980-85). At that point of time, none 
of the competitors other than the Austrians was in a position to immediately 
supply more than 30-40 guns. Hence, the Austrian gun was recommended 
for one time buy. Subsequently, when the operational threat scenario 
started changing, the Army Headquarters dropped the idea. 

E. Technical E••aluation & Negotiating Committee 

5:25 After CCPA approval, action was taken to constitute a Negotiating 
• Committee and simultaneously the then Director of Weapons and Equip­

men.t (U. Gen. Mayadas) was asked to undertake technical negotiations. 
with the following four firms before the commercial negotiations com­
menced: 

(1) M/s. Bofors, Sweden. 

(2) Mfs. IMS (U.K.). 

(3) M/s. Sofma, France. 

(4) M/s. Voest Alpine, Austria. 

5.26 On the basis of technical discussions held with the four. firms by 
the then Director of Weapons and Equipment and a team of officials drawn 
from different disciplines, a report entitled ''Report of the Technical 
Evaluation and Negotiating Committee on the 155 rom Guns offered by 
Sweden, U.K., France and Austria (16 May, 1984 to 2 June, 1984}" wa5o 
prepared. This Report inter alia indicated that a Technical £\·aiuation 
and Negotiating Committee had been constituted, \\ ith the DWE as 
Chairman, to evaluate the 155 mm towed gun system. 

5.27 During evidence, the Committee enquired from it. Gen. Mayadas. 
DGNCC, who was the then Director of Weapons and Equipment, whether 
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any directions had been given by the Ministry of Defence in regard to the 
evaluation of the 155 mm towed gun system. The witness stated : 

"I was told that I had been made the Chairman of a Tcchnica) 
Evaluation Committee; that all the four teams had already been 
invited to come to India and that I would have to do a evaluation 
between these four teams and all that they had to offer. When 
I enquired as to what they had to offer, I was told that everything 
was in my hands........ I asked my staff to find out who were 
the members of the Committee. The Ministry of Defence asked 
'whom all do you require'. I gave them a list of people. The 
Ministry of Defence then informed all these people that they had 
to be there. I had a committee of about. 8 or 9 different agencies 
and consisting of 15 members." 

5.28 In reply to a question whether the directions were given in writing 
or orally, the witness referred the Committee to a note dated 5 May, 1984 
sent to him by the then Joint Secretary (0). The Committee called for 
this note and found that it read as under :-

"At the time of technical negotiations, you may kindly make 
it a point to obtain a list of all spares, accessories, etc. with each 
item duly priced and the scales recommended according to . the 
manufacturer. After gett!gg this you may kindly have it vetted 
by EME and others concerned. This will form part of the Contract 
so that there is no dispute either about the scales or about the price 
of the items later. If we want to increase the scales, the choice 
should be left to us. · 

I thought I would caution you about this in advance because 
we face this difficulty every time an equipment is contracted. In 
fact, we have rectified this in respect of a number of equipment 
we have procured in the recent past. However, for instance, M/s. 
IMS have not done it and a fear is being expressed justifiably by 
the EME and the engineers that the IMS may try to reduce the 
scales. We are putting a suitable clause to safeguard this. How­
ever, this kind of a difficulty can be avoided if the details are 
insisted upon as indicated in para 1 above and also as indicated 
in my OCB message to the manufacturers through our MAs sent 
this morning." 

5.29 The Committee enquired whether further action taken by the 
Director, Weapons and Equipment was in accordance with the directions 
given by the Ministry of Defence in the above note. He replied in the 
affirmative and stated that he took the technical negotiations to mean 
everything concerning the gun system. 
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5.30 When asked whether the list of spares and accessories had been 
prepared and got vetted by EME, he stated that this was done subs~quent 
to the submission of his Report and the list of spares was not given therein. 

: . ' 

5.31 . The Committee pointed out to the DWE that the Ministry's note 
referred to above did not authorise. the establishment of a Negotiating· 
Committee for Technical Evaluation and ·enquired whether there was any 
other letter or note on the basis of which the DWE had prepared his Report. 
The witness stated : · 

· "This is a telex m~ssage dated 5th May, 1984 sent by JS(O) 
to the four contending firms and this is as follows :-

'MA from JS(O), Ministry of Defence. Please advise to 
meet DWE with all technical details pertaining to ·155 mm 
gun (towed). They should be prepared to answer all queries 
regarding the guns, spares, accessories, ammunition, etc. 
including the licence production of the gun and ammunition. 
This will form part of technical negotiations for sale of these 
guns. . . . . . They should also provide a list of spare parts 
each item duly priced at the time of technical negotiations'". 

5.32 At the instance of the Committee, the Ministry of Defence furnished 
to them copies of the report of "Lt. Gen. Mayadas Committee''. The 
Com.niittee found that the Report had been signed only by 6 Members 
including the Chairman, out of a total of 15 Members who were stated to 
have comprised the Committee. The Report stated inter alia : · 

"Opinion of Senior members of the Technical Evaluation and 
"{egotiating Committee 

19. The individual opinions of the Committee are ·r~orded 
in the presence of the Chairman without any one member being 
allowed to see what another has recommended. Their opinions 

·are ·noted by them to show their analysis of the inter se position 
of the weapon/system. 

* * * . 
Opinion of the Chairman 

20. The Chairman is of the opinion that the weapon 
systems are graded as given below : 

GHN(45) 

TR 155 

FH 77-B 

FH70 

-Austria 

-France 

-Sweden 

-U.K." 
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5.33 According to the individual opinion of the six members who had 
signed the Report, four members, including the Chairman, had rated the 
Austrian gun as the best. Two of these four had given the same rating to' 
the French TR 155 gun also. One of them (the then DD Artillery) had 
graded FJI-77-B of Sweden as number one while the sixth member stated: 

"If the claims made by the Austrians about GHM-45 are 
correct then this gun bas an edge over the others." 

" 5.34 The Committee drew the attention of the then DWE, Lt. Gen. 
Mayadas, to the undermentioncd observations contained in the Report 
submitted by him : 

. . ' 

"Each contender has effected improvements in the complete 
systems to include guns vehicles, auxiliary propulsion units (APUs), 
ammunition and instruments since the time these were trial evaluated 
in India. The Technical Committee cross-questioned the contenders 
closely on these changes, and tried to evaluate the varacity of these 
improvements. These claims are ascertainable, and the firms will 
be required to render Compliance Certificates before the Contract 
is signed. Hence their claims may b~ viewed as substanti~lly 

correct. Where the changes are of a nature that affect the value 
of the gun materially, these b~ve been highlighted in this report." 

5.35 In the above context, the Committee enquired whether the recom­
mendations submitted by Lt. Gen. Mayadas were based on actual trials or 
only on the claims of contenders, the then DWE stated that the recom­
mendations of the Committee were made on the basis of trials carded out 
in India, the delegation reports given by the senior officers who had gone 
abroad and seen the performance of these guns and on the claims made by 
the contenders. 1 

5.36 Th'! C:>mmitt~e p:>inted out that so far as the Austrian gun was 
concerned, what had been trial evaluated in India was the GC-45 gun and 
not the GHN-45, which had been accorded the first priority by 
him. To thi~ the witness replied : 

"If you want to make a technical distinction, it is' correct" 

5.37 In reply to a querry, the then DWE clarified that at the time of nego­
tiations, no GSQR of the 155 mm gun was available. There was a draft 
GSQR which was got updated through Director General, Research & 
Training. When asked how any recommendations could be made in the 
absence of any GSQR he stated that these guns, although being discussed 
from 1975-76 onwards, had been evaluated in the absence ofa formal 
GSQR. 
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5.38 The Committee wanted to know on what basis the Austrian gun 
had b::en rated as number one. To this, the then Director, Weapons and 
Equipm~nt replied that there were many reasons viz. 1t had the longest 
range upto 30 kms with absolute conshtency; it fired the heaviest shell 
which had more lethality while giving 30 kms; with the APU it was the 
fa<>test gun which could move on its own; it could carry six men on the 
gun and six. on the ammunition side; it was the simplest, most robust and 
the cheapest. Consequently, they could buy with the given funds 40 per 
cent more of the guns system. 

5.39 The present D.G.W.E., in his evidence before the Committee 
pointed out that the gun that was tried in India was GC-45 and not GHN-45 
to which a powerful APU had been added and several other improvements 
claimed. The reasons why the gun was found unsuitable were :-

(i) It was not an integrated system and there wfte reports of 
accidents. During his visit to Austria along with the Raksha 
Mantri, the Scientific Ad vi: er enquired about these accidents. 
and asked the Austrians to give details of their gun construction~ 
test and sp~cifications, metallurgy and the test criterion. The 
Austrians refused to give these details not only then but even. 
during sp--cification negotiations; 

(ii) There w.:re doubts about the ammunition performance; they 
W..!re using US nomenclature for their ammurution with 
diff~rl!nt specifications; 

(iii) Therl! was the question of World War II Treaty whicl. forbade­
k.Istria from manufacturing rochts and guns with range~ 
exceeding 30 kilometres. Their weapon ce:velopment wcs, 
therefore, controlled and there wne doubts whether they 
would be permitted to market such weapons; 

(iv) There were doubts about the patent for the long range ERFP 
ammunition. The Austrian gun design and its ammunition 
had its origin in Canada from a firm called SRC, who gale 
the licence to Austria for the production cf guns while for the 
H.E. ammunition they gave the licence to PRB Belgit:m. They 
were, therefore. quite doubtful about the right of Austrians to 
sell the long range ammunition or to transfer the technology; 

(v) In the mountains the GC-45 Austrian gun tcck more than 
twice the time for a given distance as compared to Bcfors ar.d' 

som-, oth'!r g .. ms which were tried s.imultar.cously with it. 
The gun was, therefore, not as mobile as claim(<!. 
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5.40 The Committee also examined the then J)(puty Chief of the Army 
Staff (Gen. H. Kaul) on the ~ubjcct. A~ked \\ht:ther he was aware of the 
Report of the Mayacas Ccmmitt,e, the then DCOAS explained that 
normally, c:ccor(irg to the ~ct prccedure, a technical nrgotiating committee 
\\'as set up by the Ministry of Defence to decide about the technical aspects 
of the negotiations, which were carried out by the Negotiating Committee. 
Asked about his reactions with regard to the recommencaticns contained 
in the said report, the then DCOASreplied that when he .first saw the report 
()f Lt. Gen. Mayadas Committee, it was quite obvious to him that they had 
not done the job for which they we-re appointed. Thdr jcb was kt-hnical 
negotiation and not evaluation, because by sitting in. an office L.t.d lisk:oing 
to varrous firms no evaluation can be carrie-d <>ut. Evduaticn is based on 
fidd tr·ials carried out by Trial Units in the different" climates and regions 
of India. Then those things wac discus~ed very freely. In his opinion, 
this was not the task for ~hich the Committee unc<~r the then DWE was 
formed. After having gone thrc11gh Lt. Gf·n. Mzyadas R€port and hzving 
examined it in detail, he put up a note to the then Chief of the Army Staff 
which is reproduced hereunder : 

" • ...... In my opinion. it is a subjective report and not at 
all objtctive. The Technical Committre cannot make recommenda­
tions based on claims of the, ~rms which have not been verified b"y 
actual trials in India. Such a procc·dure is only adopted for paper 
evaluation when short-listing fi1ms who~c wu1.pon syt.kms are to be 
brought to India for trials. To do so at this stage for •recom­
mending a gun system for purchase can be misleading and dangerous. 
It is illogical and misleac.ing for the Commitke to report that the 
claims of the firms may be viewed as substantialJy conect. 

The whole report seems to have been constructed in a manner 
to bring out one particular gun system as t.te best. Even the 
philosophy for the medium guns. the views on technical aspects 
expressed in this and the aspects of Indo-Pak scenario highlighted 
are personal views on selected aspects which build up one particular 
gun system. If such aspects are to be included, these must be the 
accepted views of the Artillrry Dircctoratt>. and General Staff 
Branch which have been approvt'd by the Chief of the Army Staff. 

·I regret to say that this report is misleacir.g and subjective•. 

This note was signed by him on 14th July, 1984 and put up to 
the then Chief, Gen. A. S. Vaidya. He wrote~ 

'I agree with the note. No crecence be given to manu­
facturers' claims. My recommendations be based on actual 
performance of the guns and ammunitions'." 
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5.41 Questioned on the subject, the Chief of the Army Staff. in his 
evidence, stated that on going through Lt. -Gen. Mayadas Committee's 
Report, he discovered that many of the weaknesses in the guns had been 
rather haphazardly projected and it appeared there was no objectivity in 
the assessments made. He also found from the Report that Gen. Mayadas 
had taken a part ot the initial trial reports and that too somewhat selectively 
and had nof taken the end p::>sition in view. He said that he was surprisf"d 
about this selectivity as to \vhy certain aspects had been highlighted and 
why certain others had _'been played dov.n. 

5.42 He further acded that he fully agreed with his predecessor's 
comment (Gen. A. S. Vaidya, COAS) on the document wherein he had 
said that he totally disagreed with the findings of the Committee which did 
not appear to be objective in its conclusions. According to Gen. Sundarji 
this kind of a committee was not a ·truly technical evaluation committee 
but merely a technical group to do some preliminary work to assist the 
Negotiating Committee. Its task was to put the technical parzmtters of 
the various firms under one format; to make sure whether the spares support, 
the drawings and diagrams etc. were actually thc·re and nothing \v:J.s left 
out in terms of pricing. 

5.43 . Asked about the reasons for excluding the Austrian gun from the 
short-list, the Chief of the Army Staff testified before the Committee :-

"The first point was that there were proven accidents regarding 
the barrel. The gun barrel burst in a trial in Belgium sometime 
before we tried it. A photographer was killed in that. The firm 

also did not dispute that it occurred but they claimed that it was 
because of the fault of the ammunition. The ammunition \\as 
manufactured by a Belgian firm and that firm said that it was due 

· · to the defect of the gun and not because of the ammunition. 

The next point was that this gun, though it notionally had the 
advantage of reaching a range of 39 kms., in a test firing in India 
it showed abnormal dispersion well beyond the acceptable limit at 
the higher range closer to 39 kms. as well as the shorter range wh..!n 
we fired charge 3 which was the lowest charge. So there wis dis­
persion both at the lower and also at the maximum charge. 

In the light of all this, the evaluations done by the Army Head­
quarters quite rightly treated it as gun of a 30 kms. range and not 
39 kms. range even though notionally it would reach up to 39 kms. 
Because the effect at 39 kms. was well below the requirement. There~ 
fore, the effective range was taken as 30 kms. for analysis. 

The next reason was that in the trials conducted in Indian moun­
tains, when we fired at high angles, the rate of fire that this gun was 
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able to make was one round in one minute. The difficulty was that 
to achieve loading ~t bad to be brought to the lower elevation each 
time. 

It had no burst fire capability at all and the next point of doubt 
was regarding the matching between the ammunition and the charge 
systems and the gun itself. In the case of Austrian gun because of 

· the dispersion that we talked about, at the lowest charge and the 
highest charge comes at 39 kms. was in our view due to a mis-match 
between the charge system and the gun. Though they claimed that 
they had rectified this mis-match, they were not prepared to test it 
and prove it to us even though an opportunity was given to them:~ 

5.44 The Committee pointed out that in spite of these shortcomings~ 
the Austrian gun was considered as the most mobile gun. The Chief of the 
Army Staff replied that he did not know how such conclusions were arrived 
at and he was at a loss to know how any rational human being with all the 
inputs available in the trial reports could have come to such a conclusion. 

5. 45 Referring to the visit of the defence delegation led by the then 
DCOAS (Gen. Sundarji) to Austria in June 1982, the Defence Secretary 
stated in evidence: .. • 

" ........ the delegation witnessed a firing demonstration and 
thereafter visited the factory of Voest Alpine .... As regards the 
premature air burst at 39 kms range, ·when the Voest Alpine was. 
questioned regarding the premature air burst and dispersion at range 
of 39 kms, the manufacturers replied that this :was due to the fact 
that the US fuze M557 used with ammunition was not designed to 
bear the pressure developed by their super charge. They were, bow­
ever, developing a fuze to bear such pressure. Refiring at 39 kms. 
could not be done as there was no range in Austria with 39 kms. 
capability." · 

F. Short-iisting of two gun systems by Army Headquarters 

5.46 · · At the instance of the Negotiating Committee, the Army Headquar­
ters vide their letter No. 188-F/DCOAS/ARTY-1 dated 24th August, 1984,. 
gave their final assessment and grading of each system: 

.. So far as our comments on the claims now made are concerned, 
we are qui.te clear that we cannot introduce any weapon system in. 
our Army on the basis of claims. You must be aware that when. 
we look for an equipment we try every feasible source and get details. 
from the firms/governments concerned. After that a· paper evalua­
tion is done and those that seem likely to fit the bill are asked to send: 
their equipments· for trials at no-cost-no-commitment basis. It is. 
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only at this stage that claims of companies are taken into considera­
tion. Those weapon systems which -arrive for trials are then put 
through comprehensive trials in various environments, which we 
are likely to face. After the trials, only those system~ are recommend­
ed for introduction which meet our requirements. The companies 
of these systems and even others, who may not have made the grade, 
may be called for negotiations. Those systems, which have not 
made the grade are only included in negotiations for financial advan­
tage. In the present case also we are quite clear that w~ cannot b:.se 
any decision purely on the claim~ m1de by various firm>. We have 
to proceed on the basis of our trial evaluations. Taking into considera­
tion all aspects of the four gun systems, we are quite clear that the 
British and the Austrian gun systems are not acceptable to the Indian 
Army. Of the remaining two gun systems, our gradings are that the 
French meets our requirements most of all and the Swedish is the 
second best." 

5.47 In February, 1985, the Army Headquarters again recommended 
that the following two systems should be short-listed at the earliest: 

(a) 155 mm TR, France 
(b) 155 mm FH 77 B-Sweden 

5.48 The Army Headquarters' recommendations on the short-listing 
.and relative grading of the gun system> were followed up through in their 
letter of 19 March, 1985 (No. B/28888/GS/WE-5) to the Defence Secretary. 
This letter inter alia recommended as under: 

"The performance of the four gun system'> has been compre­
hensively and critically examined through detailed trials and eva­
luation. The short-listing of TR (France) and 778 (Sweden) gun 
systems has been done entirely on the relative performance of the 
four gun systems, as actually proved during trials. Unsub.>tantiateJ 
claims have not been taken into con~ideration as it w.:>uld not be 
prudent to do so. I may also mention th1t the Cl>e has been dis­
cussed with the COAS on~e again and there is no ch1nge in Army 
Headquarters' earlier re~omm:nhtion. In view of ab~ve it ii 
requested that the case for selection of 155 m n (toN !d) gt.n sy.>tem~s) 
for the Army may kindly b;: finalised at the e:ulie.>t so thlt our op::r:t­
tional preparedness does not continu~ to rem1in adverse." 

"5.49 During evidence, the Committee enquired from th::: then DCOAS 
Lt. Gen. H. Kaul about the reasons for further shortlisting of th: gun5 from 
four to two. The witness stated: 

~'Before I took over as the D!puty Chief, th~ Austrian gun had 
been only recommended for one time-buy only by my predecessor. 
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I discarded the Austrian and the British gun totally because when I 
put up my recommendations to the then Chief Gen. Krishna Rao 
and later on to Gen. Vaidya, both agreed with me, that we should 
discard them totally because they did not meet our requirements. 
Therefore, only two guns were left-the French and the Swedish 
in our recommendations." 

5.50 To a question why, in the aforesaid context, negotiations were 
commenced with all the four firms whose guns had been short-listed earlier, 
the witness stated that this was done to generate competition in prices and, 
on his sugge~tion, the short-listing of two guns was not made public, to 
achieve this objective. · He also stated that he had ip.ade it quite clear that 
the only reason for including the British and Austrian guns was for 
financial advantage only. 

5. 51 The Committee pointed out that the French gun had all along been 
placed above the Swedish gun in order of priority by the Army Headquarters. 
Asked about the relative performance of the two guns, the then DCOAS 
stated: 

' . 
"When a weapon system is selected for the Army, it is not one 

part of the system which is considered. One must go through the 
whole system. In this cas~;· if I were to select a gun, I would think 
of the gun, the gun-pulling vehicle, the ammunition, the transfer of 
technology, the state-of-art already achieved by that particular gun 
in that particular country or the firm, the potential for further 
improvement of that gun, how much of that they could transfer to 
us, apart from the cost and other factors like gun control, equipment, 
computers and everything else. So far as the guns are concerned, 
just the guns-both the French and the Swedish met the · require­
ments, though in guns also the French gun was definitely in our 
opinion better than the Swedish gun. In the totality the French had 
many more advantages. One was the range. 

The next was travers. In this also the French gun had an 
advantage . 

. . . . . . in the case of Swedish gun the rate of burst fire was 
better than the French gun. 

In the sighting system, there was no difference-D<:) advantage or 
disadvantage. 

The Auxillary Power Unit was m()re or less the sam:: ex.c~pt that 
there was a slight advantage in one gun. . . 

In size the French had an advantag~ ~ver the Swedish gun. 
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Both had a good mobility in all the terrains. But in ground 
clearance the French gun was better;-there was a difference of only 
,.S. centimetres-not a very major difference. 

The main difference really was :firstly in· the totality of the 
inputs. In the French gun the French themselves, the So fma, had 
all the ammunitions which they could supply to us-all the ammuni­
tions manufactured by So fma themselves. Computers, gun con­
trol system, communications the vehicle for pulling the gun, every 
thing was made either by So fma or by another company controlled 
by the French Government. In the case of Swedish gun, this was a 
:inajor drawback. Firstly, they did not have all the ammunitions; 
secondly computers, gun control equipment and so on were from 
various other :firms-not from Sweden alone." 

The witness further added : 

"Then there were other factors like the system p:!rformance,. 
future R&D support and the ability to honour contract. Here 
there was a problem. According to the information then available 
to us, according to the Swedish laws, in the event of hostilities, the 
Swedish Government could ban further export, which was not the 
case with the French Government. Also in the vintage and relia-

. bility of technology, there were certain differences because the 
French gun had been really drafted from the French self-propelled 
gun while in the case of Swedish they had no self-propelled gun." 

G. Selection of Bofors Gun 

5.52 In the :final technical evaluation of the 155 mm towed guns sub­
mitted by the Army Headquarters on 17 February, 1986 to the Negotiating 
Committee, it was inter alia stated : 

"Essentially both guns meet the minimum acceptable parameters 
and the paramount requirement of mobility, technical operational 
ft.:atures and ranges. However, in coming to a :final conclusion alt 
issues cannot be given an equ.:1.l weightage as some features are more 
critical than others. Such issues are discussed in succeeding para-

·graphs. . 

Burst Fire Capability 

· · Only Bofors 77B gun has true burst fire capability because of the-: 
following features : 

(a) -Automatic· handling of ammunition. 

(b) Automatic loading of all components of a round. 

(c) Automatic levelling sights. 
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(d) Hydraulic locking arrangements for elevation and traversing 
. mechanisms. whereby the laying is not disturbed after firing a 
round. 

(e) Because of above features the capability of even a reduced or 
fatigued detachment to maintain the required rate of fire. 

High degree of a·utomation of the Bofors does mean gi-eater 
· chances of a defect ·occurring. However·, due to this automation, 
four guns of this type could maintain the same rate .of fire for short 
periods as six guns which are not automated. This is specifically 
pertinent with reduced/fatigued detachments as would normally 
be the case in battle. Burst fire capability is an essential feature of 
the "shoot and scoot'" ta:tics. which artillery will have to follow 
in the interest of surv.ivability when enemy counter bombardment 

. capabilities are enhanced. This apart, burst fire eilluinces the first 
salvo effect. · · 

AI a.\mmm Range 

It is now universally known that guns with 39 calibre barrels 
achieve approximately 30 kms with acceptable dispersion. Claims 
of both manufacturers 1~re therefore credible. Claimed range 
advantage of 3 km in the ease of So fma TR 155 gives this gun some 
advantage. However, since this extra range has been achieved 
through development in ammunition rather than the gun, this aspect 
may not be given as much importance as burst fire capability which 
is related directly to the features of the gun. 

In the final analysis, keeping in mind the capability to meet 
current and future operational requirements, the Swedish Bofors 
77B has/ a clear edge over the French, So fma TR 155." 

5. 53 · During the examination of the Chief of Army Staff, the Committee 
pointed out that in all the earlier assessments made by the Army Headquarters 
from time to time, the French Gun system bad been accorded the first 
priority in their evaluation. However, in the :final evaluation, made in 
February, 1986, the iJZter se priority between th"' French gun and the Swedish 
gun wai c!t:mg!d and the Bofors gun of Sw.;den was considered as the 
preferred one. The Committee enquired from the Chief of the Army Staff 
about the reasons for the reversal in the inter se priority of the two gun 
systems. The Chief of Army Staff explained: 

"In 1982, I gave the General Staff Evaluation Report to my then 
Chief, which then eventually went to the Government. In my analysis 
and assessment at that point of time, I had placed the French gun 
at the top of the Jist, with the Swedish gun at the second place and 

S/SSlSS/88-6 
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the British· gun at. the third place. In the Evaluation Report I had 
recommended that these three systems were suitable not only for 
acquisition but also for licensed production." 

· "That was the evaluation that took plac~· in Dec~mbcr, 1982. 
I would like to m!ntion as to· what were the thoughts behind this 
assessment of mine. At that point of time, we were evaluating not 
just the towed gun but also the self-propelled gun a~ one package. 
The only weapon which figured in both the lists was. the French gun. 
None of the other self-propelled. gun contenders truly came any­
where near the French gun." 

"Therefore, it was only the French system which fulfilled all th~ 
requirements. This aspect' of commonality weighed with me fairly 
considerably in allotting points fl)r the French towed system as well. 
This was one of the main reasons.'' 

"A d~ision was taken that we would not buy the entire system 
including the tank on which it is mounted. We woUld only go in 
for the gun system. Between 1982 and sometime in JuJy, 1985, 

· both our own R & D as well as the French firm had tried to work 
out the feasibility· of mounting this kind of turret on the Vijayanta 
tank. We were very hopeful that it would succeed in the initial 
.stages. But after three years of work, they came back and reported 
that this was not feasible. For many technical considerations, the 
Vijayanta could not accept the French GCT-Turret. In July, 1985, 
it' was dropped. Hence tpe sec::>nd point, which I made earlier 
about the advantages of commonality between the gun system on 
the self-propelled gun as well as the towed system in 1982, had 
disappeared completely from the analysis in February. 1986 because 
the French SP gun was not coming and we were looking for other 
guns. The fact is that the French GCT-Turret to be mounted on the 
Vijayanta had been given up, a~ an unfeasible proposition in July, 
1985. This factor was also included in the analysis in February, 
1986." 

"The second main rea'>on was that though the Bofors system 
had the advantage of greater degree of automation than the French 
!>ystem, I did not at that p:>int of time give a larger weightage for 
its burst-fire capability and the automation capability. The burst­
fire capability is very essential if in the future days our potential 
adversary acquires a kind of radar with which he can pin-point the 
location of the gun accurately enough in a matter of minutes, if not 
seconds and at that time there was no such gun locating radar in 
t~e inventory of any of the advanced countries of the world. We 
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w~re awa:\! that the USA was the only c::>uritry which wa.3 developing 
such a radar. My anticipation at that time was that by the time 
this kind of technology becomes· more prevalent in the US:A: and 
they are prepared to transfer this kind of radar to their allies, it 
would be almo!.t a· decade and a half later .•.•.•.•.•.•.•.•.••• 
Therefore, the weightage of this advantage which the Bofors gun 
had over the French gun was not high enough· at that point of ti:trie. 
These were the two reasoos why i had placed the French~ slightly 
.ahead of the Bofl)rs gun at that point of time even. though' I Jlad 
stated that all three guns-the French, the Sweaish. and the Biitish 
gun-were acceptable to us. Then subsequently in February~ t986, 
when I took over as Chief of Army Staff, two maJor events had 
o.;.;urred. First ofall, the USA had slicc~ssf'ul'ly devel(Yped the fire­
finder radar, the ANTPS-37 and had also included this radar in the 
package which they were giving to ..•..•. ~ as p~It ot tli6 aid." 

"Now this made a considerable sea-change in ~ur vulnerabilities 
which we would face in the decades to come. Now, what I had 
hoped was a threat which would m:1terialise iri• t997 or so unfor· 

· to:nately mataialised much more rapidly than we anticipated or 
-suspected. This ability of the fire-finder.xadar, the· only such radar 
which exists even today, i~ .• that when the very;first round is fired 
it is capable of tr.tcking the sliell ill' flight early enough. and after 
taking a few successive xeadings in space, computerised calculations 
go on and give a very highly acourate location of' the gun which 
fired in a matter of about 45 to 50 seconds f.c'o.tn the time it was· 
.actually .fired." 

Hence shoot and scoot assumed greater impottance in 1986 
and it could not be wished away that it may not take place even in 
2000 AD." 

He added: 

" in the light of some of these chang~d circumstances, I 
.re-evaluated the inter-se placement and decided that the Bofors gun 
in these conditions had an edge over the French gun though funda­
mentally both guns were acceptable for the Army. This was the 
sequence and I would like to repeat under oath, what I told the hon. 
Members when I bliefed them in the Army Headquarters some 
months back." 

5.54 When the diffcxent gun·systems were trial evaluated m India· some 
shortcomings and defects had been noticed and some modifications and 

-changes had also been suggested in each system. Asked whether these 
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$hortcomings etc. had been rectified, the . Chief of the Army Staff stated 
that the· defects which were noticed during the trials, and which wer~ pointed 
out to the suppliers, bad.been modified to the'" Army's satisfc1ction bef"r" 
the contractual stage or negotiations for the contract. 

5.55 During the course of the evidence of the then Secretary (Expenditure) 
,(Shr.i R. Ganapati), the Committee referred to a question raised by a 
member of the Negotiating Committee that the recommendations of the 
Anny Headquarters were based on the trials conducted in 1982 and that the 
improvements made by different manufactut ers thereafter had been ignored. 
The witness stated, :-

.. ''The. most conclusive method of determining to what extent 
these improvements have in fact been effected by different manu· 
fllcturers would be to test the guns all over again. In fact. it i~ 
mentioned in the same paragraph. S!cretary R & D m1de an 
observation, "Should some critical parameters be tried and evaluated 

· in about a month's time." But the Army explained that a fresh 
evaluation would be time-consuming. Firl>t of aU. we have to ask 
them to bring the improved versions. and then tt ials have to be con~ 

· ducted all over again in different terrains. The Army stated that 
they have been asking for this gun system for quite a long time. It 
was a question of making an intelligent judgement of one's own 
technical knowledge and after discussions with them. deciding 
whether these claims were credible and if so to what extent they were 
credible. In a subsequent meeting of the Negotiating Committee, I 
am on record as having said that the conclusion of Army was based 
upon the trials that they carried out in the first set of guns and their 
own technical evaluation of the various parameters. So, it is a 
combined sort of an exercise. The ideal solution would have been 
to bring the guns all over again and conduct the trials afresh. And 
that would have taken one more year at least. After the trial:i, you 
invite offers and negotiate the terms and this would have taken 
another two or three years. But the army was not prepared to lose 
that much time. So, in'the overall defence interests of the countty, 

· we felt that it would not be advisablt: to follow this foolproof method 
and decided to· rely on the judgm:nt ~of the people who are in the 
know of things, an(are versatile and comp::tent to judge upon these 
matte~." 

5.56 The Committee drew attention to the finding!) during trial evalua-
tion to the <ffect that since the Bofors gun was moit auto:n 1tic it wa~ pr.>n.} 

·to mo1e defects. Reacting to this, the Chief of the Army Staff stated : 

"On the whole, I would say it was more 'automatic than 
others, more sophisticated than the others. But i~ our judg~ment 
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we needed a built-in stretch potential for full automation at a future 
date. It was an essential element. In practice, we would not have 
any particular problem on the maintenance $ide either, nor in training 
people to har.dle it." 

5.57 The Committee enquired whetht.r the Bofors gun was comparable 
with the best guns of the world. To this the Chief of the Army Staff replied :. 

"To the best of my knowledge, at the time of our going in for 
the short-listing of the Bofors and the French gun, both these 
guns were ·as contemporary as can be. Undoubtedly there was a 
slight variation. But both of them fundaqtentally were contem .. 
porary guns and that position holds, I would say, even today." 

5.58 He added : 

"This gun has the potential to go for automation which the 
French gun does not have. I would say and I believed that this 
weapon system has the kind of stretch potential both in barrel and 
design, acceptance of new types of ammunition as well.as full scope 
for automation for whatever we can foresee for 25-30 years. •• 

Range of the Bofors Gun 

5.59 The Committee pointed ou~·· that the Expert Committee Report,, 
which formed the bads for the procurement of 155 mm weapon system, 
inter-alia mentioned that the gun should have a range of28 kms to 30 kms. 
The Committee, therefore, enquired why the Bofors gun was at all consi­
dered. The Chief of the Army Staff explained : 

"I was a member of that Expert Committee. I am personally 
responsible for drafting that particular paragraph which you just 
read. It is Volume No. 7, if I am not mistaken. When we indicated 
this, there was no weapon in the world which had achieved even a 
range of 25 kms. Mostly there were weapons which bad achieved 
17-18 kms. range only and some of them plus of 18 kms. In 1975, 
when I wrote, it had not reached anything like 25 kms. So projecting 
India's future needs, anticipating what the trend of development 
would be and anticipating what the state of the art would be, we put 
down roughly 28 to 30 kms. range. 

Secondly, we started our exercise to find a replacement for the 
5.5 inch gun, which was fast deteriorating. Therefore, even if 
the guns at that time were of 20 kms. range we would have certainly 
picked them up for trials. It is not as if the targets are limited to 
28 kms. and that anything below 28 kms. should be excluded and 
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als.o the weight of the shells' guestimate was 50 kgs~ It does not 
mean that the 49 kg. ~hell is. bad and 5~ kg. shell i~ good. 

·Thirdly, we started with this par~icular British Gun. Firstly 
there was no ammunition in the world which could fire at that 
p~r~icular range at that time. Much later am~unition was generally . 
available across the board which can fire longer ranges, Though the 
~~ h~d been developed to fire long range ammunition, it could not 
perf orin at long range as the ammunition was not ready.'' 

- . 
5.6() . During the course of evidence of the D.G.W.E. the Committee poin­
ted out ~hat. ~ur~g ~pe firing demonstration of the gun, witnessed by '.the 
Committee in the Western Sector on ()th October, 1987, they were told that 
with the -improved ~mmunition, it had become possible to achieve a range 
not only of 29 kms., as claimed, but even beyond 30 kms. 

5.61 ·· 'Asked about the·major factors which helped in improving the range 
of,fire the D.G.W.E. explained that this particular achievement of range 
in this case is not related to the gun. It is related to the ammunition. 

5.62 . . The Commi_ttee desjred to know about the method adopted 
by the Army· for measuring the distance between the gun position and the 
target The J?.G.W.E. stated : 

''., ...... as far as the measurement is concerned, it is done . 
by qur suryey10en ••.. manual survey.... was done to find out 

· . th~ acq.Jrat)! distance between the gun position and the target as 
marked ~here by the flags.'' · 

5.63 The Director General, Artillery, and the Surveyor who had 
~tuaJJy sun·eye4 the area and taken measurements in connection \\ith 
the fie14 demon~tra~ion held.for tlle benefit ,of th~ Committee in the 
Western Sector on 6th October. 1987, were summoned and closely examined 
bf th: Cotn~it~ee on -27th October, 1987 about the method adopted to mea­
sqre the <fu!tance betw~n the gun position and the gun target and to check 
its accuracy. 

•' . . 
5.64 When asked whether he had cross-checked the distance as sur-
veyed by the Surveyor, the D.G.W.E. replied : 

.. If you ask me, I can stake my reputation on it: if the 
gun position and the Observation Post are not changed, I will 
guarantee the distance, becaJJse these map) are accurate to 100 
metres.· In this instance, the O.P. is on a sand-dune which is 
marked OQ the map, the village ruim are marked on the map .. 
the gun position is marked on the map. As such, as · I said, 
if you are willing to take my word, I can stake my reputation on 
this, and I can guarantee the distance." 
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~.65 . Asked to co111menf on· the performance of the .. Bofors gun on· the 
basis· of . his ·personal ·exp~rience ·as an expert ·in: Artillery, the :Director­
General, Artillery. stated· in evidence : . 

· "I would say .as an Artillery Officer that·. the biggest ad­
vantage of the gun which we are now . usi~g lies in . its . ability to 
be used both in mountains and in the .. plains .. ,Duri~g the demons­
tration we fired with this gun even in higher angles., Thi& b.as the 
ability to fire in different projections. Then it has ·the ability 
of burst fire. And the third most important thing is that it has ~ts 
own auxiliary power unitto get into action and get outof i~_,whi~h 
is very important especially in.the mou.ntains and plains." . . . 

5.6:; · R::ferring to the visit of the Def~nce ·qelegation ·led by ther then 
DCOAS t() U.K., France, Austria and' Sweden in June-July 1982, when 
opportunity was taken to witness the improvements that might have been 
mide by those countries in the 155 mm .. gun system,; the Defence Secre~ty 
stated in -evidence: 

''As far as Swl!dish gun is ·concerned while it was in l11dia 
~o:;;:rtain ranges had been achieved· by thi:i gun. When it was .. fir:ed 
:in Swe:ien it was found that .the gun could achieve a ra~ge:of..-.-­
·km. ·with Bofor.> ammunition. They: also fire~ with the ·.Belgian 
am:nunition extra range full bore ·ammunition , as well ,as· .the 
U.S .. rocket assisted projectiles: The . dispersion; at the ·maximum 
rangi! of the firing was also found acceptable. The' Deputy .Chief 
confirmed that certain· modifications· which, h'ad · been .. s~ggested 
during trial evaluation in India had been carried out ,by Bofors .• ". 

H .. VbservationsfConc/usions of the Conunittee 

5.67 .. Afti.!r deliberati()ns the . Committee find that. six: gun : · systems, 
.namely FH-70 (UK), M-198 (USA), FH-77B (Sweden), GC~45· (Austria), 
TR-155 (France), and. M-144/39 (Holland) were subjected to extensive 
trials during March 1980 to April 1982 .. , Based .on , the .field trials •. a 
Oerieral Statf Evaluation Report was prepared by the Army Head.quatters. 
in·' Dcccmb.!r, 1982. ·.The British, Swedish; Austrian, and ·Frencn., guns. 
were identified as acceptable· to the Army. 'The other two guns; viz •.. ~he 
M:-198 of USA and M-114/39 of Holland did not meet the Army's :require-

. .ments. ' ·While the Austrian gun was · recommended ~ only as a, . one--time 
buy, the other three p1ns were considered . sophisticated/futuristic. ·:enough 

· t(J.r outright p11rchase a~> well as licenced production. The···Defence: Secn::tary 
1 vauchsafl!d ill evidence that tlile trial evaluations carried out by the :Indian 
·Ann.y comm1nded the respect of the suppliers, for they were known t9 be 
·:eurem~y rig()rous and w~re d@ne . .intelligently. In the. present· case.·· the 
· various gull .~>ystem• Wi!r.: trjed .out in all types of· terrains; viz.,; peserts,. 
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plains and mountains in varying climatic conditions. For the guidance of 
th:: trial units, d~tailei trial directives were issued with a view to ensuring 
that essential asp~cts, such as mobility, rate of fire, accuracy and consis­
tency, high angle efficiency, ease of handling, etc. were not lost sight of in 
assessing the c:1pabilities of the gun systems in field conditions. Maintaina­
bility trials were conducted by the Directorate · of Electrical and Mecha­
nical Engineers. Representatives of the D.R.D.O. and the Directorate 
G_ene!al of Inc;p~ction were also associated with the trials. 

5.68 The Committee find that on several occasions in the meetings of 
the ·Negotiating Committee, a demand was made by some members that 
the trial reports and the G.S.Q.Rs. be made available to them to enable 
them to m1ke a proper appreciation of the capabilities of . the various 
gun systems recommended by the Army. 

5.69. So far as the question of Trial Reports is cor:cemed, the Defence 
Secretary pointed out, . during his ex1min1tion, that it was the duty of 
the D.G.W.E. to scrutinise carefully all the unit level evaluation ·reports and 
prepare a final report which would represent the views of the General 
Staff and sub.nit it to the Ministry after obtaining the approval of the 
Deputy Chief and the Chief of the Army Staff. Such unit formation 
level reports were not only very large in number but, in the very nature of 
things, contained technical data which was not easy for any layman to. 
understand. Oxasionally, the findings of the Unit Commanders might 
be contradictory, depending upon what weightage they gave to various 
characteristics and the field conditions in which the equipment was subjected 
to trials. These had to be integrated, coordinated and harmonised at 
the level of the General Staff. It was, therefore, rightly decided by the 
Negotiating Committee that the Unit Level evaluation reports ·need not 
be circulated and the Committe~ should trust the judgement of the Army 
Headquarters. 

5.70 So far as the question of making available the G.S.Q.R. to the 
Negotiating Committee was concerned, the Defence Secretary explained 
in evidence that no G.S.Q.R. was needed in respect of equipment which 
was to be procured from abroad. AG.S.Q.R. was required if the weapon/ 
system was proposed to be produced within the country. No G.S.Q.R. had, 
therefore, been prepared in this case. However, a technical presentation 
was made for the benefit of the Negotiating Committee and a paper laying 
down the minimum acceptable parameters was circulated to all members 
of the Co!llmittee, to enable them to evaluate the various offers. During 
the course of his evidence, the then Secretary (Expenditure) affirmed 
that the minimum acceptable parameters were the quintessence of what 
the Negotiating Committee was required to look into. 
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5.71 In the light of the foregoing, the Committee have absolutely no 
doubt that the work of the Negotiating Committee was not in the least 
hampered due to the non-availability of Trial Reports and the G.S.Q.R. 

5.12 In the light of the discussion in the preceding paras (No. 5. 25 
to 5.45) the Committee cannot but conclude that the then D.W.E. clearly 
exceeded his authority by undertaking a technical evaluation of the various 
gun systems and sought to over-ride the recommendations contained in 
the General Staff Evaluation of December 1982, which had the approval 
of the then Deputy Chief and Chief of the Army Staff. His brief lay in 
rendering assistance on technical matters to the Negotiating Committee 
rather than undertaking a technical evaluation of the guns. In any case, 
it is clear that no committee as such was appointed by the Ministry of 
Defence for the obvious reason that the job had already been done and the 
General Staff Evaluation Report which was the basis of technical, commer­
cial and financial negotiations with the suppliers, was already .before the 
Negotiating Committee. 

5. 73 In this connection, the Committee would like to emphasise that 
cost considerations are no doubt important but they cannot provide justi­
fication for going in for out-dated technology. The Committee haves 
therefore, absolutely no doubt in their mind that the recommendation of 
the so-called Technical Evaluation fl.lld Negotiating Committee· headed 
by the then D.W.E. was rightly reje'cted out of hand both by the then 
Dy. Chief and the Chief of the Army Staff as being subjective. 

5.74 The reasons why the Austrian gun was recommended only as 
a one-time buy and why the idea was subsequently given up are adequateiy 
explained in para 5.23 to 5.45. The Committee are fully satisfied with th~ 
same. 

5.15 The Committee observe that the suggestion was made in one 
of the meetings of the Negotiating Committee that the gun system that had 
been trial-evaluated in India in 1982 had undergone several improvements 
consequent on the continuous upgrading in technology by the manufactu­
rers themselves. Some of these improvements had been seen and confirm· 
ed by various Defence Delegations that went abroad during the relevant 
period. But all these improvements had neither been conclusively tested 
nor confirmed otherwise in a satisfactory manner in Indian conditions. 
It was, therefore, suggested that at the time of short-listing two gun systems, 
viz. SOFMA and BOFORSs fresh trials should be carried out at least 
on a limited basis confined to certain critical areas. 

5.76. The then Secretary (Expenditure) explained that while a fresh 
evaluation would have been ideal, it would have been a time-consuming 
process. The trials themselves would have taken atleast one more year 
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and thereafter, it would have been necessary to invite fresh offers and 
negotiate the terms afresh and this would have taken another two or three 
years. The Army was not prepared to lose that much time. The Negotiat-­
ing Committee, therefore, decided to rely on the judgement of the An:oy 
Headquarters in the matter. The Chief of the Army. Staff confirmed before 
the Conitnittee that the defects which were noticed during the trials in India 
and which were pointed out to the suppliers, were aU rectified/modified to 
the{r sa:tisfaction before the contractual stage. 

5.77 :The Committee find that in the assessment and grading of each 
system ·provided by the Army Headquarters at the instance of the Nego­
tiating Committee on 24th August, 1984, the fact was reiterated that .. we 
cannot . base any decision purely on the claims made by various firms .. 
and that those systems which had not made the grade were only included 
in negotiations for financial advantage. It was further observed that taking 
into consideration all aspects of the four gun systems, the British and the 
Austrian gun systems were not acceptable to the Indian Army. Of the 
remaining two gun systems, their grading was that the French gun met their 
requirements most and the Swedish gun was the second best. In February, 
1985, the' Army Headquarters again recommended that the French gun 
and the Swedish gun may be short-listed at the earliest. On 19th March, 
1985 the Army Headquarters reiterated their rating and requested the 
Ministry of Defence to finalise the case for selection of the 155mm gun 
system at the earliest "so that our operational preparedness does not conti­
nue to remain adverse." 

5, 78 The ·committee observe that in the final technical evaluation of 
the 155 mm. towed gun systems submitted to the Ministry of Defence 
by the Army Headquarters on 17th February, 1986, it was stated that 
keeping in mind the capability to meet current and future operatio~al 
requirements, the Swedish Bofors 77B had a clear edge over the French 
SOFMA TR 155 gun. 

5.79 Explaining the reasons for the reversal in priorities, the COAS 
has testified before the Committee that in 1982, when the general Staff 
Evaluation Report was finalised by him in his capacity as DCOAS, he 
had with the agreement of the then Chief, rated the French gun as the 
best; the Swedish gun as the second best and the British gun was placed at 
~he third place. At that point of time the Army Headquarters were evaluat­
ing not just the towed gun but also the self-propelled gun, as one package. 
The only weapon which figured in both the lists at that time was the French 
gun 'a~d this aspect of commonness weighed with them very hea,·ily. 
Further, a decision had also been taken to work out the feasibility of mount ... 
ing ~he French GCT turret on one of the Tanks in use with the Indian Army. 
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through the efforts of DRDO. After three years of effort in this direCtion. 
it was found that for many technical considerations, the proposal was not 
feasible ~nd the project was finally dropped in July, 1985. Thus, the advan· 
tages of commonality between the self-propel~ed ~n and the towed gun 
syste~ visualised il;l 19~~ had disappeared completely from the. analysis 
made in February, 1986. · ., . 

5.80 The second main reason which tumed the scale in favour of the 
Bofors gun system was the emergence of a new threat perception. The 
COAS explained that though the · Bofors system had the advantage of 
greater degree of automation than the French system, its burst fire capabi­
lity and the automation capability had not initi.ally been given greater 
weightage vis-a-vis the French system. However,. the position underwent 
a sea-change and the priorities had to be reasssessed when,' in September, 
1985 and again in February, 1986, reports were recciveq that the fire-finder 
radar had bee!l included in the package of 111ilitary &ssistance being received 
by an adversary. Thus, a threat which was expected to materialise in the 
late ninetees emerged, much earlier. The fire finder radar, the only such radar 
which exists today, had the capability of tracking the shell in flight as. 
soon as the first round is fired and through successive readings in space and 
computerised calculations, gives a very highly accurate location of the gun 
in a matter of 45 to 50 seconds from the time it is actually fired. Viewed 
in ~he background of the developments, the "shoot and scoot'' capability 
of the Swedish gun assumed much greater weightage which "could not be 
wished away". A complete re-e~aluation of the inter se placement of the 
two systems was, therefore, called for and made. A higher weightage was 
naturally given to the two qualities of the Bofors gun, namely ''burst-fire­
capability' and 'shoot and scoot' characteristic, thereby affording it a clear 
edge over the French gun. The Chief of the Army Staff concluded by 
saying :-

"At no stage of this assessment of mine for the final short 
listing and indicating of the Army's inter se preference between the 
Bofors and the French gun, in no way, was any suggestion or influ­
ence applied on me or on any of my staff from the Ministry of 
Defence or Minister of Defence or anybody in any position of 
authority. It was our own free exercise of judgement that we 
changed the inter se placement because of objective analysis of what 
we thought was a very exceedingly vital factor which had undergone 
changes between December, 1982 and February, 1986.'' 

5.81 In the circumstances mentioned above, the Committee are fully 
convinced that the decision taken in February, 1986 to place the Bofors 
gun over the French gun, in what might otherwise appear as a sudden rever­
sat of priorities, was intrinsically sound. The Army Chief wo!lld have 
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failed in his duty to the country had he ignored the change in the security 
environment during the preceding months. 

5.82 The Committee observe that in so far as the range of the two 
guns is concerned, the French gun had an advantage over the Bofors gun. 
During actual trials in India the Bofors gun had achieved a range which was 
less than the minimum acceptable range of 28 to 30 km3. mentioned by the 
Experts Committee. The Committee were informed that this was due only 
to the fact that the standard ammunition had been used at the time of trials 
of the Bofors gun. The more advanced ammunitions, i.e. rocket assisted 
and base-bleed ammunitions were not available at that time. With. the 
subsequent availability of extended range ammunition, the Bofors gun had 
achieved the envisaged range. This was also demonstrated to the Commit­
tee when they visited the firing range in the Western Sector. The Defence 
Secretary stated during evidence, that the Defence Delegation which visited 
Sweden had confirmed that the gun could achieve the envisaged ranges with 
Bofors ammunitions, extra-range full bore ammunition of Belgian origin 
and with U.S. rocket assisted projectiles. 

5.83 The preceding paragraphs clearly bring out that the selection of 
the most suitable weapon system is based on very meticulous and detailed 
examination of various offers, that every care and precaution has been taken. 
including adequate testing in field trials, to identify the best wt:·apon system 
for the Indian Army. It is most unfortunate that uninformed criticism has 
been levelled to insinuate that the Bofors field artillery system was picked 
up on extraneous considerations. The Committee find that there is no 
force in such allegations and that the best gun has been selected for the 
Indian Army. 
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FINANCIAL AND COMMERCIAL EVALUATION 

A. Constitution of Negotiating Committee 

6. I As stated earlier, the CCPA approved in April 1984 the proposal 
for the procurement of 155 mm guns (towed) along with accessories/spares/ 
vehicles and ammunition at a total estimated cost of Rs. 1600 crores and 
their sub..;equent licensed manufacture in India. In May 1984, a Negotiat­
ing Committee comprising the Defence Secretary· as Chairman, Secretary 
(DP&S), S::ientific Adviser tO Raksha Mantri (i..t. Secretary R&D), Secre­
tary (Expenditure), Add!. Secretary (Deptt. of Economic Affairs), Financial 
Advi~r (Defence Services) and the Deputy Chief of Army Staff as members 
was constituted for detailed negotiations with the various suppliers. 

6.:! The Negotiating Committee started its deliberations in June 1984 
and decided that fresh sealed technical and commercial offers should be 
invited from the four firms (lMS of UK, Sofma of France, Bofors of Sweden 
and Voest Alpine of Austria) which had been identified by the Army Head­
qLL<lrtcrs. Offl!rs were received dri 23rd July, 1984, In August 1984 
technical and commercial negotiations were held with all the four firms 
and ba:-.ed on these, revised offers were invited and received on 1st September, 
19R4. Offers were also invited from the ammunition manufacturers. 

6. 3 The revised offers of four gun manufacturers were examined by a 
Working Group. It was decided to extend the date of receipt of offers from 
ammunition manufacturers upto 26th September, 1984. In November 
1984, all the four gun manufacturers were asked to extend the validity of 
their revised offer till March, 1985. Again, in Aprill985, they were asked 
to further extend the validity of their offers till June, 1985, and also toconfrrm 
the cost of total package strictly in accordance with the requiternents co­
rnm·Jnicated to them. 

B. Evaluation of offers 

6.4 The representatives of the four gun manufacturers met a Sub­
Committee of the Negotiating Committee on 2nd and 3rd May, 1985, when 
clarifications were sought from them with a view to evaluating the offers of 
all competitors on comparable technical and commercial parameters. All 
the four firms were asked by the Negotiating Committee to up-date their 
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offers and fresh commercial offers were submitted by them on lOth May, 
1985. A cost comparison of the four gun systems as on that date is given 
below:-

Offer of 10-5-1985 

IMS, (UK) 
Bofors (Sw~den) 
Sofm:t (France) 
Voest Alpine (Austria) 

(Rs. in crores) 
1141.62 
1387.80 
1310.63 
1015.94 

<>. 5 ' lt is seen from the minutes of the sittings of the Negotiating Commi­
ttee held on 7th and 14th August, I 985, that its Members wanted the Almy 
Headqtmrters to give their categorical recommendation on the guns accfptable 
to them taking into account ·the techniCal aspects; c!clivei"y schccule ttc. 
and also clearly indicate their preferences from amongst the r.cceptable 
,guns; The then DCOAS stated that the Chief of Army Staff had given his 
recommendation that the· French gun was the best and the Swedish gun the 
s~cond best and if tht:! price diff-.·rence Wl"S marginal, they should go in for 
the former. 

6.6 In reply to a question regarding the purpose in inviting the other 
firms for negotiations, the Defence s~cretary explained that the Negotiating 
Committ:t:;e decided to invite all the parties in order to gain the maximum 
-commercial advantage by retaining as many competitors as possible at 
tint stage·. S-::~r :tlry (Expenditure) was also of the view that if commerci-.1 
advantage was to re gained proper competition will have to be ger.eratej 
amongst th.e firm;. If only B:ofors and Sofma were called at the initial stzges, 
the.se1firms might not have given substantial reductions, as the price <!iffou.ce 
betw;;:en the two firm~ was not substantial. 

6. 7 The question of short-listing of the firms was further deliberated upon 
by the Ne5otiating Committee at their sitting held on 29th October, 1985. 
The recomm'!ndation of Army Headquarters to shortlist only M/s. Sofma 
of France and M/s. Bofors of Sweden for further mgotiations, was :finally 
accepted by the Negotiating Committee which however, felt that the choice 
between the two was still open and would depend on a combination of tech­
nical and ·financial considerations. 

<).8 The Committee were informed that the two firms on the short-list 
viz • M/s. Sofma, France and M/s. Bofors, Sweden were called for negotiations 
in the niiddle of December. 1985 and the three ammunition manu.f<.cturers 
in the midd e of January, 1986. The commercial, contractual and technical 
asp'!cts of purchase and licenc~ production were negotiated with these ~rties. 
Discussions were also held in ,·arious working groups and periodic reviews 
made by the Negotiating Committee: 
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6. 9 In their meeting held on 4th March, 1986 the Negotiating Committee 
noted that while Army Headquarters found that both the guns:·met the 
minimum acceptable parameters. they had expressed the view that the' Bofors 
gun had a clear edge over the Sofma gun. The then DCOAS also expressed 
the view that because of the advantages noted in the Bofors gun, this gun 
should be procu~ed even if it involved paying more .. 

6.10 In the meeting held on 12th March, 1986, the Negotiating Committee 
noted that Bofors had offered increased credit for the supply of components 
for the indigenous manufacture of the gun system. under licence and it had· 
also reduced the interest rate on DM credit. Bofors·.had also considerably 
improved the escalation formula .for the Licence Agreement. The Negotiating 
Committee felt that, keeping in view the technical, cont'J:actual and financial 
aspects, the offer of M/s. Bofors was the better of the two. It recommended 
that, ~nding finishing touche3 to the contracts, a. letter of intent may be 
issued to Mfs. Bofors to the effect that Gover,lment would be. willing to 
award the .c:>ntract to them subject to b.::ing satisfied on all aspects of the 
purchase, licenced p;oduction, credit and other arrangements. 

Offers for Ammunition 

6.11 The rationale for inviting se'parate offers from ammunition manu-
factur.)r~ has been explained thus :.-

"Since, in value terms, ammunition comprised about half the 
package, ammunition manufacturers were also invited to· generate 
competition, as also to try and have a second source of ammunition." 

6. Iz During evidence, the Committee enquired whether in the case of· 
ammunition also, the same procedure was followed as in the case of the gun 
systems, in reply, the Defence Secretary stated :~ 

"That was an even more arduous exercise. Initially, the 
Impression was that we might be able to reduCe the financial impli­
cations by bringing the ammunition tna.nufacturers also into the 
competition. Consequently, we let it be known to the manufactu­
rers of this class of ammunition that we would welcome offers. 
As a result, a large number of · ammunition manufacturers quoted. 
When this was examined it was found that there was no manufactu­
rer who could supply the entire range of ammunition. On the 
other hand, out of the six parties which offered we found that most 
of the parties had offered to supply only limited quantities of 
ammunition." 
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6.13 The Negotiating Committee at their sitting held on 4th March, 
1986 confirmed their earlier decision taken on 18th February, 1986 that it 
would not be worth-while going in for ammunition other than that from 
the gun manufacturers. When asked about the reasons for taking this 
decision, the Defence Secretary stated in evidence :-

"We had 9 categories of ammunition to acquire for the full 
exploitation of the gun system. Since no single manufacturer had 
offered to supply all types of ammunition, this would have meant 
our going to a number of manufacturers of ammunition. It also 
meant that the gun manufacturer would have to give guarantees 
that their gun would give the same performance with the ammuni­
tion of a third party. Again, there were problems in the preparation 
of the range-tables .. Finally, it was discovered that the prices 
offered by the manufacturers were not in any way better than the 
prices offered by the gun manufacturers. On the other hand, the 
credit terms offered by them ·were inferior. Keeping all these 
aspects into view, it was decided that it would be a lot more expedient 
to go in for the procurement of the gun and ammunition from the 
same source. This exercise, nonetheless, proved useful because it 
generated competition among the gun manufacturers who reduced 
their offer of ammunitions. We took a few months to do this but 
the exercise was well-worth it. Eventually, we decided on the 
advice of the Army Headquarters that it would be better from the 
point of view of technical problems of acceptability of the gun as · 
also test-firing of the ammunition with the gun that we go to the 
gun manufacturers alone for the purcha~e of ammunition. That 
is the story of the ammunition." 

Comparative Pric~s 

6.14 Detailed discussions/negotiations continued to be held by the 
Working Groups and the Negotiating Committee with M/s. Bofors, Sweden 
and M/s. Sofma, France. As to the reasons why it was considered necessary 
to hol4 negotiations with the two firms knowing that the Army was in favour 
of the Bofors gun, the then Secretary (Expenditure) stated during evidence :-

.. Unless you have a minimum number of parties who were 
convinced that we are very serious, you will not get the best advantage 
in commercial, financial and technical terms from the party and I 
must state that this strategy of negotiations with two parties did pay 
h~\.ndsome dividend in the form of financial terms." 

6.15 During the last round of negotiations held during January to March, 
1986, the Negotiating Committee received several different offers for the 
total package from the two short listed firms. A statement showing the 
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comparative prices offered from time to time by .these two firms during this 
period is given below :-

Comparative offers of Bofors & Sofma on different dates 

BOFORS SOFMA 
----------- ----~-------- DATEANDRATE 

DATE SEK RS. DATE FF . RS. OF CONVERSION 
MILLIONS CRORES MILLIONS CRORES 

3-2-86 9872.195 1587.15 13-1-86 
1 SEK =· Rs. 1. 6077 

1Q-2-86 9652.510 1619.59 1Q-2-86 8759.843 1509.06 1Q-2-86 
1 SEK = Rs.1.6779 
1 FF = Rs. 1.7227 

21-2-86 8762.868 1470.32 23-2-86 8836.253 1522.22 IQ-2-86 
1 SEK = Rs. 1.6779 
1 FF = Rs. 1.7227 

11-3-86 8456.906 1418.98 7-3-86 8659.527 1491.78 10-2-86 
1 SEK = Rs. 1.6779 

. 1 FF = Rs. 1. 7227 

1440.72 1538.11 11-3-86 
1 SEK = Rs.1.7036 
1 FF = Rs. 1. 7762 

21-3-86 8348.071 1427.02 21-3-86 8096.230 1436.76 21-3-86 

•.·· 1 SEK = Rs. 1. 7094 
1 FF = Rs. 1 . 7746 

1422.18 1438.05 11-3-86 
1 SEK = Rs.1.7036 
1 F~ = Rs. 1. 7762 

6.16 In reply to a question why several different offers were submitted 
by both the firms in a short span of time (January-March, 1986), the 
Defence Secretary stated :-

"The objective of the entire negotlations was to get the prices 
reduced. The objective of the. new policy declared by the Prime 
Minister was also to get the best deal for the nation. If at certain 
stages the overall prices have shown an increase, it was primarily 
because the package of equipments that we wanted to purchase 
underwent changes at several stages." 

6.17 When questioned further about the reasons for making changes in 
the total package, he ·stated :- · 

"When the discussions were held with Bofors and Sofina, it was 
realised that the manufacturer's spares provision should be ~nhanced 
from 2 years to 5 years. This itself was a major modification. We 
asked for an improved version of the land navigation system. We 
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asked for an im?ro ved version of hand-held calculator, battery 
computer etc. We also did not include in the earlier quotations 
items like cargo shells, smJ~ke and illuminating ammunition. (24Km. 
range) All these item> plus a f~w others like Fire Control Computer, 
Observers Data Modules were added i11 the _package at different 
stages as the negotiation continued and the technical examination 
progressed. SJ, the p:~~kag~ cJntinlled to cha'lg~. On every 
oc:asion th~re was a n~gJtiatio:t and a clo3e scrutiny of the cantents 
of the pat;kage was made." 

He added: 

"Only on lOth February we reat;hed a stage when we had 
finalised the pa~kage and the prices of Bofors and Sofma became 
C()mparable, i.e. the cJntents becam~ c.>mparable a!ld like-to-like 
comparison was feasible. That was the stage when the prices started 
tumbling down under the impact of two factors namely, the elimina­
tion of the agents and the generation of a very keen competition ..• 
Bofors had quoted on lOth February, a price of Rs.l620 crores had 
came down to Rs.1427 crores on 21st of March which means that 
in a period of one month and 10 days .... there was a reduction of 
near about Rs. 200 crores. 

Similarly, I will take up tho:: ca'ie of Sofm:1. On lOth February, 
Sofma offer was Rs.1509 crores and on 21st of March, it came down 
to Rs.1436 crores, which was a reduction of roughly Rs. 73 crores. 
Such was the intensity of competition generated. As a result of 
neg:)tiations and as a result of fresh cJnditions such a'i the eliminatio:t 
of agents, there was a massive and unexpected reduction in the 
pric!s." 

The Defence Sxretary further stated :-

"The CCPA hai envisaged that this pa~kage w.Juld cJst R5.160:> 
cr.Jres and with priC! escllation a'ld with additions of other varions 
items, the package would have cost finally som'!thing like 180) cr.:>res 
On the other hani, it wa; bm:.~ght dn·n t.> R'>.l427 crores. Fro.n 
this pJint of view, this should be c.>asidered as an exc!Cdingly success 

ful cJntra~t." · 

6.18 · · DJring evid!nC!, Shri Ganaplti the then S!cretary, Expen diture 
was a'iked by the CJ:n:nittee ab.nt his views on the pro:~dure follow~d by 
the Negotiating Committee in the matter of selection of the Bofors gun. The 

.witness stated :-

"There has been no flow in the procedures or in the detailed 
neptiatio:1s; In fact, every p:>ssible precautbn _ was taken to 
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ensure o':>j:!Ctivity, impl.rtiality in d~iding the case and in securing 
the best possible. terms not only financially but even more important 
securing the best possible weapon system that the user wanted 
. . . . . . . . As a matter of fact, the:pro~edures followed were quite 
rigoroU:S .... " 

6.19 In reply to a question why the negotiations were so protracted, 
he stated that this was on account of the fact that the negotiations embraced 
three aspects, viz. outright purchase of guns; licensing of know-how for 
manufacture and the qqestion of purchase of ammunition. The view was 
rightly taken that all these three aspects have to be considered simultaneously 
to derive the maximum financial and other contractual advantages. The 
intention was to first buy outright and later to produce indigenously, which 
meant that the party which was selected should also be prepared to give the 
technology for producing the gun. The ammunition accounted for half 
the value of the contract. · 

Headded :-

"1[ we had separated these three a~p!:~5, o:1r fe~ling was that 
we would be at a disadvantage in the negotiations because once 
you conclude a contract the person with whom you signed the contract 
gets into the driver's seat. So we decided that all these three aspects 
should be considered simultaneously. The. complication was 
whether we could evalda'te these offers in terms of the licensing 
know-how, which meant really the ultimate cost of manufacture of 
the gun in India. So, we decided that all the three aspects should be 
considered and that is what made the negotiations more prolonged 
and also, I would say mne voluminous and more intricate ..... " 

~.20 The Commiuee enquired whether the various decisions taken in 
the Negotiating Committee with regard to the commercial and financial 
.aspects were reported to the concerned Minister. The then Secretary, 
Expenditure, stated : 

•• ...... We h1:l held several meetings and cruCial recommen· 
dations were m1de by the Committee. One ~s short-listing of 
firms and another was recommendations made during October­
November, 1985 and March, 1986. These were put up to the 
Minister. In fact, in the Finance Ministry apart from myself, the 
-decisions were seen by the Finance Secretary, because he is concerned 
with the credit aspect also, apart from the fact that he is the senior 
:Secretary in the Ministry and also by the Finance Minister and the 
Defence Minister .... so far as these contracts are concerned where 
the powers of the Secretary were very restricted, approval of the 
Minister in the administrative Ministry and the Finance Minister 
wa; taken." 
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6.21 · When asked whether the decision taken on lith March, 1986 to­
ultimately n:commend Bofors gun for selection was unanimou.~. the Secre­
tary, Expenditure, stat(d : 

"There has been absolutely no dissent ...... everi in discussions, 
final conclusions were unanimously sub~ribed to by one and 
all, without any mental reservations.'·' 

He added: 

"Even after the negotiations were conduded. i.e. in March, 
1986, nobody h2.s ever expressed any doubt and· till today nobody 
bas ever entertzined any doubt about this." · 

· 6.22 Asked whether the final recommendation of the i'egotiating 
Committee selecting the Bofors gun keeping in view the technical; con­
tractual and financial aspects was specifically brought to the notice of the. 
then Finar.ce Minister, the witness stated : 

"What' happened was after the Negotiating Committee bad 
finished its deliberations, a note was put up by the Defence Ministry 
as the administrative Ministry on which the approval of the Finance 
Secretary, and the Finance Minister and the State Ministers in the 
. Ministry of Defence and the Prime Minister, as Defence Minister 
was taken." 

6.23' · The Committee pointed out that the final recommendation of the 
Negotiating Committee was approved by the then Finance Minister oo 
13th March, 1986. Asked whether. the witness could recollect if any re-

. servation had been expressed by the then Finance Minister (Shri.V.P. Singh), 
: the then Secretary, Expenditure, replied : 

"Absolutely No. I can say this categorically because:. : . .. 
the moment I saw the file, I immediately sent it to the Finance 
Secretary saying that the matter was very urgent. It went to Finance 
Minister. If he had the slightest doubt, he would have asked the 
Finance Secretary or me. I was the senior officer in the Finance 
Department. I was the proper person to have been asked this 
question. · Till the moment of my retirement, no question was 
raised." 

6.24 During evidence, the Committee pointed out that the Negotiating 
Committee took nearly two years to complete the work assigned to it and 
enquired whether this was a normal feature in such cases. In reply, the 
Defence Secretary st~ted that the negotiations got prolonged by a period of 
about ~-i"' to eight months due to the developments in October/November, 
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1984 and the political changes which took pll:::: th~r~1fter. H~ su'Jn~ttei 

that a period of one year for such a major n!,p~il!io:t sl.JJU b~ cn >ii~•d 
reasonable. 

6.25 Further elaborating the reasons w~y th~ N~p:iltin~ C:>:n nlttee 
could not meet till 7th August, 1985 after 23d. O::to~~r, BH, th~ wltnm 
stated : 

"It is known to everybody what happ:neJ in this country on 
31st October, 1984, the assassination of Mrs. Indira Gandhi and 
the installation of new Government and then the elections. We 
had a new Defence Minister on the 1st of January and the.Budget 
Session was there. All these things took us to practically June, 
1985 when we picked up the threads afresh in a more stable situation· 
and started functioning on this again from. that point onwards. As 
you would observe, we never looked back and it continued at a 
very rapid pace." 

6.26 In reply to further question whether all information and documents 
which the members of the Negotiating Committee wanted were supplied to 
them and whether every opportunity was given to them to express their 
point of view, considering that it was a very large deal, the Defence Secretary 
replied in the dfirmative. 

6.27 The Committee enquite'd from the then Secretary, Expenditure, 
about the main considerations with which he was concerned, as a represent­
ative of the Ministry of Finance in the Negotiating Committee. The witness 
stated that the Members of this Committee who were laymen necessarily 
had to go by the knowledge available with the experts who were also the 
users. His approach as a Finance representative was that it was for the 
user, who was technically qualified, to define his requirements and to state 
which system would suit him. He added : 

"The financial and commercial considerations are undoubtedly 
important but I think they cannot be assigned the predominant 
role. . . . particularly in this case, as things turned out, the weapon 
system which the Army considered most suited to them, also proved 
to be the cheapest. There is no conflict." 

Letter of Intent and fina/iasation of the Contract 

6.28 In pursuance of the recommendations of the Negotiating Committee 
a Letter of Intent was issued in favour of M/s. Bofors on 14th March, 1986. 
The two Ministers of State for Defence [RRM(S) and RRM(A)] and the 
Minister of Finance gave their approval to the proposal on 13th March 1986 
and the PM (as RM) on 14th March, 1986. Approval of P.M. (as RM) 
to the conclusion of the contract with M/s. Bofors was sought by the 
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Defence Secretary in a note initiated on 21st March, 1986 by the Joint 
Secretary (Ordnance) Ministry of Defence. The 1\0te sets out the various 
conditions/advantages of the Bofors offer. These are summarised below :-

(i) According to the Ministry of External Affairs, the Memorandum 
of Understanding (MOU) was the least restrictive amongst 
similar MOUs. in that it ensured an uninterrupted flow of 
supplies and the only bar would be a U.N. Security Council 
(Arms Embargo) Resolution. 

(ii) The Swedish Government had given assurances for facilitating 
counter purchases from India for off-setting the purchases by 
us. 

(iii) The. Swedish Government had indicated availability of credit 
to match our requirement of 3.1 billion kroners in a period of 
90 months from the agreement. The credit will be both in 
Swedish and non-Swedish currencies. 

(iv) Bofors had agreed to the following further improvements in 
the. Licence Agreement :-

(a) Bofors had agreed that the base p~ices for the SKDs wou~d 
correspond to those for the equipment under the Supply 
Contract and would be fixed for a period of 30 months 
after which the escalation would be calculated on these 
base prices. Earlier, they had wanted the base prices (for 

· purpose of calculating escalation after the 30 months period) 
to be 7.5% higher. 

(b) Bofors had been insisting on a minimum purchase of lcits 
at the rate of 50 guns per year ih the initial 30 months to 
qualify for fixed prices. This would not have· matched 
with the low production rate in the initial phases. They 
now agreed to a minimum quantity of 20 per year. 

(c) Technical assistance worth 50 million Kroners was being 
provided free. However, Bofors were wanting to calculate 
this at the rate of 2,500 Kroners per man-day (although 
at one stage they had indicated 1800 Kroners per manday). 
The rate was fixed at 2250 Kroners per man-day The priq: 
revision formula for technical assistance was also improved 
·and an annual ceiling of 5% fixed. . ·· 

. (d) Though the transfer of know-how is free of cost, a facility 
of invoking the Performance · Guarantee Bond to . the 
extent of 40 million Kroners for any default was, also 
retained. 
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6.29 It was further pointed out, in the above note, that as a result of 
successive reductions by both the competing parties, the cost of their packages ·· 
had come down substantially. The position that had emerged after the. 
latest reductions on the basis of exchange rates as on lOth February, 1986 
(date of the offers), 11th March, 19&6 (adopted for the last meeting of the 
Negotiating Committee) and 21st March 1986, is summarised below :-

Exchange rate as on Sofma Bofors 

10-2-1986 Rs. 1394.74 crores Rs. 1400. 72 crores 
11-3-1986 Rs. 1438.05 crores Rs. 1422.18 crores 

21-3-1986 Rs. 1436.757 crore's Rs. 1427.02 crores. 

6.30 It was pointed out that seen from the lOth February rates, the 
Bofors offer would become marginally expensive but it was cheaper in terms 
of the exchange rates of lith and 21st March 1986. If one were to view 
the discounted present values (i.e. considering the credit terms, repayment 
schedules covering 15 years, etc.) the Bofors figures would be slightly higher. 
However, this would not be a material difference considering the total values 
involved the technological advantages, quicker indigenous production 
schedule etc. in respect of Bofors. 

'··· 
6.31 It was further pointed out that the very substantial concessions 
obtained from the Bofors in the Licence Agreement had also to be kept in 
mind. Moreover, Bofors were providing commercial safegUards of a very 
sizeable magnitude by way of separate bank guarantees. 

The note further pointed out the implications of the extr~ cost of 
manpower in the Sofma gun. Against a crew of 6 for the Bofors gun, the 
Sofma gun needed a crew of 7. Taking the ·large number of guns to be 
purchased and manufactured .. , this would require an equal number of 
extra man plus followers (cooks etc.) This would mean a substantial 
recurring cost in terms of pay and allowances, housing,· clothing, transport 
medicare, pensions, etc. · 

6.32 In conclusion, it was observed : 

"Considering all these factors, it is proposed that the_ eontracts 
and other Agreements may be signed with Bofors the connected. 
financial institutions and the Swedish Government, with the assu-

. ranee that we have chosen a Gun system· which is better of the two 
as per its users. ·Our long ·association with Bofors in the defence 
production field (the L-70 A.A. Gun) should also mean ~smoother 
process of setting up indigenous p~oduction." 
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6.33 In his note recorded on 22-3-1986 the Defence Secretary stated 
that subsequent to the issue of the Letter of IJ!.tent, the following develop­
ments took place : 

"The Prime Minister kindly discussed the credit aspect of the 
gun with his counterpart in Stockholm as a result of which we have 
now been assured of the availability of credit worth 3.1 billion SEK 
to cover the licence production of the gun system and ammunition 
for a period of 90 months from the date of the agreement. This 
has been a major break-through because this was an area of consi­
derable uncertainty. Swedish Prime Minister has even gone on to 
assure that the concession in the credit rates for licence production 
would be of the same magnitude as for the supply contract. 

(ii) Meanwhile, the French have not sat idle. They have sent 
a fresh offer which has two major features :-

(a) a 3.5 per cent across the boa~d reduction; and 

, (b) a slight modification in the package inasmuch as they are 
now willing to give 30 guns free over 370 guns paid for instead of 
their earlier offer of 30 guns free over 400 guns paid for. 

(iii) Secretary, (Defence Production & Supplies) has carried 
out a comprehensive discussion with M/s. Bofors on the licence 
production contract and has managed to obtain a number of con­
cessions in. terms of licence production. 

** ** ** 
"After the revised offer was received, I had the b~nefit of a 

discussion with the Prime Minister who kindly advised me that we 
should try to get further reduction from Bofors. This I did. I, 
however, found that having made several concessions and having 
received even a letter of intent from us, they were most averse to make 
any further concession. Nonetheless, with very great difficulty, 
it has been possible to obtain from Bofors a further concession 
inasmuch as they would now give 10 guns free over and above .... 
guns paid for. This amounts to a concession of approximately 
Rs.10.5 crores. 

In the offer for the package, we have achieved certain economies 
by deleting our requirements of Gyro Compass amounting to about 
Rs. 10.00 crores. The quotation of both parties has been reduced 
by the value of this equipment accordingly. 
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From the last position, keeping all the developments stated 
above into consideration and updating the foreign exchange rate to 
21st March, 1986 the value of the quotations is as follows : 

SOFMA BOFORS 

Rs. 1436.757 crores Rs. 1427.02 crores'' 

The proposal to sign the contracts with Bofors was approved by the 
PM on 24th March, 1986. 

6.34 The following agreements/documents were signed on that date : 

(I} Memorandum of understanding with ·.swedish Government. 
(2) Supply Contract with Bofors. 
(3) Licence Agreement with Bofors. 

(4) Cooperation Agreement with Bofors. 
(5) Credit Agreement for the supply with the Swedish Export Credit 

Organisation. · 

(6) Credit Agreement for licence production with Swedish Export 
Credit Organisation. 

C. Fmanciai/Commerclal Consid~ations in Selection of tbe nffcr of AB 
Bofors 

(a) Terms of Credit 

6.35. In the note dated 12th March, 1986 submitted for the approval 
of PM (as RM) to the placement of a Letter of Intent on M/s Bofors, it was 
pointed out that :-

.. Both sides expect an advance payment of 20% and have 
arrar.ged fe-r credit for the rcmainirg 80% . The arrargcment 
sugge;.tr·d by Scfma fer advance payment is better as it is in two 
instalmen~s of 10% each (to be paid by 31-3-86 and 30-11-86 res­
p~ctively). On the other hand, Bofors expect the 20% at one time. 

S)fma have c;.rrangcd for S:ller's credit and thc·re are r.o bank 
charg·:s like commitm~nt fee, management fee, agency fee, etc. 
The credit is in French Francs and the rate of interest is 8.1~%. 
S)fma had offe~ed to quote in Deutsch marks also and to arrange 
credit in that currency which might have had the C'ffcct of lowering 
the price in terms of Rupees. However, obtaining the quotation 
a:1d crl-dit in Germln currency would be sp:-culative and is not 
recommended by the Department of Econcmic Affairs, consid~rirg 
the strength of that currency. 
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Bofors have arranged for Buyer's credit throt·gh two Swedish 
banks in two currencies -Deutsch marks for ammunition and gocds 
of non-Swedish origin at an interest rate of 7. 55% p.a. The net 
present value of the two packages ........ has been ca1culated 
taking into account the credit tetms (bank charges, interest rates, 
repayment schedules, etc.) and a discount rate of 10% p.a." 

. Speaking of the credit arrangements for licensed prcdt:cticn, the 
note records the following : 

"Bofors had initially offeHd a cr((lit cf SEK 575 milLen till 
54 m::mths of the Agreement. On beirg told of its inadequacy, 
they have offered additional credit worth SEK 425 million in ether 
currencies. They have offered a further CHdit worth SEK 2.1 
billion for the followir:g 3 years ........ " 

6.36 The implications of the credit offers of the two firms were explair:ed 
by the then Secretary, Expenditure. He testified :-

"At that time of decision maki:r.g, it has been ackr.owlet:gcd 
in the Negotiating Committee discussions that the Frer.ch credit 
offer had a slight edge over the Swedi~h offer. In the evaluation 
made by the Department of Econcmic Affairs, Ministry of Fir.ance, 
of the two credit offers, their view was that the two credit offers 
are equally acceptable. At the time when we consicerrd ar:d J?Ut 
upto the Minister for approval, it was made known that there was 
a slight edge in respect of cost of the credit, so far as the French 
system is concerned. In fact, the net present value of the French 
offer is less than the net present value of the Bcfors 6ffcr. But, 
when considering the credit aspect one has to consider not merely 
the term; of credit and the period over which the credit runs, 
repayment etc. but one should also consider the quanttm of credit. 
We were a little bit worried that the Swedish credit available for the 
licence production ·even might prove to be inadequate and did not 
run beyond 1990. So, after the decision was taken to give letter 
of intent to Bofors, further discussion took place at very high levels 
in regard to the expanding of the credit package. Initially, the 
credit availability for the licence mam .. facture pha~e was only 575 
million SEKs. Thereafter, a further credit of 425 million: SEK in 
other currencies was guaranteed and finally after discussions at 
higher level, the Swedish Goverrment agreed to yet another trar.che 
of2100 million SEKs. In other words~ the credit availability for the 

.·indigenous manufucture and assembly ·increased substantidly frcm 
575 million SEKs to 3100 million SEKs." 



91 

6.37 · The Committee pointed out that a vitw was expressed in the 
Negotiating Coiiilllittee that the Swedish offer for credit was in two currencies 
viz. Swedish and German, and ultimately Goverrmcnt may have to pay 
more because of the German Deutsch mark element. Also the rate· of 
interest on the German currmcy was higl:er in the Swcdhh offer than 
that quoted by the French. On the whole, the French credit offer appeared 
to have an edge over the Swedish one. Explaining the position, the Addl. 
Financial Adviser stated in evidence :-

''The fact that the Swedish had offered DM cndit for the 
purchase of ammunition was fully considered in the Negotiating 
Committe-e meeting of 4th March, I 986 .. 

Paragraph 5 of these minutes reads : 

'The credit terms offered by the two parties for the purchase, 
as well as the licence agrec·mc·nt, were discussed in detail. It was 
noted that the Swedish offer for credit was in two curn:·ncies, and 
the German Marks element in the credit was a negative factor 
subject, of course, to how the currencies behave in the future.' 

This has very cleaJ ly been put in the minutes of the meeting 
of the Negotiating Committee. You will also see that in the offer 
of both the parties, as far aS' the rate of interest is concerned, the 
interest rate for SEK is 8% while for DM, the rate of interest is 
7.55%." 

He added 

" ........ this was clearly recognised as a negative factor. 
Bofors insisted that because of the restrictions in the crc:dit market 
th~y could not offer more than they had already offered. There­
fore, it was not our asking in Deutsch mark. It is the credit which 
they offered ........ But at the same time it was to be noted that 
DM was being offered at a lowet rate of interest of 7.55% which 
was also being offered by the French party." 

(b) Comm:?rcial safeguards 

6.38 The Committee were informed that Bofors proviC:ed commercial 
safeguards by way of separate Bank Guarantees for advance payments, 
performance and warranty at the rate 20 %.:s% and 5% of the contract price, 
respectively, that last two being for 10 y('ars. On the other hand, Sofma 
consistently resisted efforts of the Government to secure appropriate gua­
rantees and, instead, took the line that a side letter of the French Govern­
ment should suffice. 
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-6.39 Elab:>rating the position about the due performance of the contract 
with regard to quality and technical specifications through Bank Guarantees, 
the then Secretary (Expenditure) stated duiing evidence : 

"First of all there is' a bank guarantee which Bofors gave 
for Swedish Kroners 1682 million, which represent the 20 per cent 
down payment or advance payment. Certain financial . guarantees 
have b~en extended by Bofors for the due performance of the 
contract and for assuring the quality and adhere·nce to technical 
specifications. All these financial g-uarantees are, in our estimation 
whenever we eval-uare a contract very important be-cause this repre­
sents a m:>netary assurance that we have that the contract will be 
carried out in the manner in which it is intended to ...... when 
the prop:>sition was put to the French that a similar guarantee 
should be given, they declined to do so. They statt-d that they were 
a Government organisation and that there could only be a letter 
from th'! French Government to the Indian Government stating 
that the French Government would ensure compliance with the 
provisions of the agreement. A papr·r ass·urance of this type can­
not in my opinion, be regarded as a satisfactory ~ub::;titute for 
sub>tantial fi'lancial gLJarantees. 

"The second g-LJarantce is a bank guarantee fe-r SwcC: hh Kroner 
420 million, being 5 per cent of the \dJe of the contrr ct on account 
of p'rformance bond. A p::rformance b)'ld gJarantc-e will allow 
an am)unt to be sec-ured for breach of pr.:>vi-;ions of this contract by 
the seller. This guarantee shall rc m<:.in valid until f.ix months 
after the date of the last consignment as evidenc<:d by the certificate 
of completion of deliveries to be provided by the buyer to the 
bankers . 

. "The third is the bank guarantee for Swedish Kroners 420 
million being 5 per cent of the value of the contract on account of 
warranty bond for 10 years. Warranty means that the seller will 
supply the goods of presented quality specification. The warranty 
bond will be for 5 per cent of the value of the contract and shall be 
reduced after the expiry of warranty period and shall finally expire 
after the expiry of 96 months from the date of delivery of the last 
consignment. In other words, plenty of time is left to test the 
equipment after the date of delivery of the last consignment. 

"Then, in respect of the details of the warranty clause, there is 
a significant difference between the two parties. For the Swedish 
gun the warranty clause is effective for three years from the date 
of delivery. In the case of Sofma it is three years or firmg of 
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550 EFC rounds whichever occurs earlier ........ In respect of th~ 
actual wording as applicable to different pieces of equipment. 
there is a slight edge in the Bofors warranty clause. But an impor­
tant thing to note is that the warranty is backed by a financial 
guarantee.•• 

(c) Product support 

6.40 On the question of prices for additional quantities of support 
t:l(uipment, which might be required in future, the witness stated as under :-

"In product support there is a significant difference between 
the two which is reflected in the prices that will be charged. About 
product support, in the Bofors contract it is .stated that additional 
quantities of support equipment etc. shall pe supplied at same 
prices. provided order is placed within 2 years from effective date. 
In the case of the French offer, it is a maximum of six sets provided 
the order is placed within 18 months of effective date. The pric~ 
remains the same for Bofors for two years and for Sofma it is· 18 
months. After two years in the case of Bofors ........ while· 
escalation is provided at the rate of 5 per cent per annum over a 
period between two years and five years. The same provision is. 
absent in Sofma clause. Then after five years the price has to b~ 
negotiated upto a period of ~0 years. This negotiated price agree­
ment applies in the case of Sofma contract immediately after 18" 
months. So, this gives us a greater degree of assurance that the 
prices would not be hiked in an unconscionable way for a longer 
period of time in the Bofors contract as compared to Sofma con-
tract. •• · 

d) Price escalation clause 

6.41. When questioned about the price escalation clause in the contract,. 
the then Secretary Expenditure stated :-

"In the matter of the price ..•..•.. · .. there is a distinct advan­
tage in the Bofors offer in that there is much lesser order of escalation 
of price over a time period than in the case of Sofma because of 
the way the Clauses have been framed. In the case of Bofors, the 
basic prices are as on effective date and valid for a period of 
seven year!> from the effective date. There will be no escalation in 
prices ordered for delivery within 54 months and for other items 
ordered for delivery after 54 months, escalation will be appli­
cable. The ceiling of escalation will be 5% per year in six years. 
and thereafter 6% per year in respect of orders placed after 54 
months. In the case of Sofma, for an order within three years from 
the effective date of licensed agreement, prices will be calculated. 
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from the basic prices according to the price escalation formula. 
For an order coming into force after three years from the effective 
date, prices will be negotiated. It will be quite clear that we 
ure l.:aving ourselves open in the case of the French offer to 
the probability of a much sharper and much earlier increase in 
prices of goods than in the case of Bofors. Obviously, it is not 
possible to quantify this because it all depends on the way prices 
behave but the formulation is such that advantage lies with the 
Swedish offer." 

6.42. The Additional Financial Adviser informed the Committee that 
the original escalation formula for technical assistance proposed by Bofors 
was changed to our advantage to a great extent after considerable negotiation. 
Elaborating the proposal as it was ultimately agreed to, the witness stated : 

"The formula which was originally offered by them had a 
higher component of labour. In the Western countries the labour 
element of cost has a tendency to go up. There is also a fixed 
element of cost and material cost in a formula. We were able to 
reduce the labour elements of costs substantially, i.e. to 54 as 
against 75 in the formula offered by them originally. In case 
of Sofma this kind of escalation formula we were not able to nego­
tiate. So the formula which got incorporated in the contract, 
was much better than it originally stood. Bofors agreed to 54 for 
labour element. 34 for material and 12 for fixed element, as 
against Sofma 75 for labour, 15 for materials and 10 for fixed 
element out of a total of 100. You will see the difference between 
54 and 75 for labour which is a major achievement." 

(e) Patent Protection 

6.43 The then Secretary, Expenditure, further informed the Committee 
that in the case of Bofors they had been able to provide for very good patent · 
.Protection Clauses· which were otherwise very difficult to get. In the event 
of infringement of patent affecting critical items rendering the system un-

. exploitable, the entire contract value shall be refunded. 

(f) Export Credit Insurance 

6.44 The Clause relating to export credit insurance provides 
.. If the buyer becomes liable to the Export Credit Corporation 

for any losses, costs premiums, penalties, eto. in terms of the credit 
agreement due to the default of the seller to perform any of its 
obligations under the credit agreement or contract, the buyer 
shall be entitled to recover such losses, cost, premiums and penalties 
from the seller.'' 
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(g) Production Licensing Contract 

6.45 Explaining the distinct advantages of Swedish offer over the French 
one in the matter of production licensing contract, the then Secretary, 
Expenditure and the Additional Financial Adviser informed the Committee 
as follows :-

(i) Bofors were prepared to give SEK 50 million worth of technical 
assistance and training free of charge. SOFMA had quoted 
43.3 million French Francs for such assistance. 

(ii) Bofors also agreed to give feasibility. report and the detailed 
project report free of charge. except· for their fare, boarding 
and lodging for specialists. The French demanded 30 million 
French Francs for the same. The Bofors were also prepared to 
give the DPR in three . months while SOFMA wanted eight 
months to do this. · · 

(iii) The technical literature for the manufacture of gun and vehicle 
was to be provided free by Bofors while it was free only for 
current ammunition in the case of SOFMA. The Bofors 
literature would be available faster as most of it was in English 
while in the cast of SOFMA. it would have involved laborious 
translation. The delivery schedule of technical literature 
was 12 to 18 months in the case of Bofors while it was 18 to 
27 months in the case of SOFMA. 

6.46 Referring to the ob5ervations of the Department of Defence 
Production to the effect that they could not definitely say which of the 
two offc::rs would b! cheap:r ultimately, the then Secretary,. Expendi­
ture, stated :-

"When you talk of detailed project report .•.•.•.. it really 
relates to production of two different gun systems. That is why 
I have confined myself only to those features in the collaboration 
agreement where we can make a valid comparison between the terms 
offered by Bofors and by Sofma. It will not be possible, as I said, 
unless you commission two different project reports from two 
different parties to see ultimately which would be the cheaper of 
the two in the total cost. Again there is no point in doing that when 
you say that the preferred gun system is the Bofors system. Surely 
there is no sense in preparing the detailed project report for the 
gun system which you do not want. That is why the Department 
of Defence Production took the stand that we should select the 
gun and then manufacture that particular gun." 
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(h) Delivery Schedule 

6.47 In the Ministry's note of 12th March; 1986, submitted to RM, 
it was pointed out that the delivery schedule of Bofors was better because 
the first lot of 12 guns was to be delivered within 3 months of the down 
payment. This would help the Army in training of personnel and in hand­
ling and maintenance of the equipment before the bulk supplies started 
flowing, from the 8th month of the down payment. The last delivery 

. from Bofors would be in month 51. Against this, the delivery schedule of 
Sofma started in the months 8 (after the first down payment) and ended 
in month 52. 

(i) Counter-Purchase Clause 

6.48 In regard to the counter purchase Clause in the contract with Bofors 
the then Secretary, Expenditure, explained that the requirement of counter 
trade as a policy was announc.!d at a very late stage when the negotiations 
had been practically c:>mpleted. He stated : 

"I had some doubts as to how effective this could be at this 
stage. If we want to have counter trade effectively, then the nego­
tiations on the counter trade aspect had to be made virtually a part 
of the tender documents.'' 

6.49 When asked ab::mt d:e effectiveness of the counter trade clause, 
the witness stated : 

"The point is that there is an enabling clause and that enabling 
clause has to be implemented. Of course, having signed the agree­
ment it is not easy to implement it because the clause is of a general 
nature. If counter-trade has to be etffl~+ive it must be discussed at 
an early stage of the contract with the different p:trties to know who 
offers the best package." 

U) Sm·ings on .Manpower 

6.50 Elaborating on the financial gains that would accrue on account of 
less manpower needed for deployment of the Bofors gun, the then Secretary 
(Expenditure) stated that the Bofors gun required 6 crew whereas the Sofma 
required 7 crew. The saving that would accrue in manpower deployed over 
a period of time and comprising a certain fleet of guns would have to be 
reckoned. If we assume 20 years cycle with the deployment of say 1400 
guns, the saving over 20 years life cycle at today's cost of manpower in the 
army would amount to approximately Rs. 125 crores. As these savings 
would accrue over a period of time, the commonly accepted financial criterion 
that the value of money at a future date had to be reduced to the value of 
money at today's da.te would also have to be taken into a~ount. On the 
other hand, if this amount of Rs. 125 crores is included on the basis of today's 
cost-and today's costs keep on esci:l.lating---the discounting that we take tion 
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account in reducing the future saving vis-a-vis the present value would be 
affected by and large by the fact of inflation and the fat::t that the future per 
man cost would be more than the present p~r man cost. 

If, therefore, notice is taken of this broad factor, the difference in financial 
terms between the deployment of the Bofors system and the deploymf'nt 
of the other system would be in the region of Rs. 130 to 135 crores. 

(k) Net Present Value _of the two contracts 

6.51 The Committee pJinted out that in the agreement with B-:>f.Jrs it 
had been agreed that 20% of the contract amount would be payable in 
advance. The French, on the other hand, had demanded adva~ce payment 
in two instalments of 10% each. Asked to sfate whether the financial 
implications of the advance payment to Bofors iri. .terms of loss of interest, 
etc. had been taken into account, the Additional Financial Adviser stated : 

"The various financial obligations like advanc:! payments to 
be made to Bofl>rS and Sofma as well as their repayments were 
computed through a computer. An expert team· had gone into it 
very rigorously and according to the sta"ldard method of calculation 
and as per the computer result, the value that we arrived f0r Sofma 
was Rs. 1126.37 crores and for Bof0rs it was Rs. 1140 crores. This 
was also referred to when Shri Ganapathi stated that N.P.V. (Netc 
Present Value) was calculated and the Negotiating Committee was 
made fully aware of the respective calculations." 

6. 52 The Committee desired to be furnished a note giving detailed cal­
CJ!atiom of the Net Present Value of the offers made by M/s Bofvrs and 
Sofma. The Ministry of Defence accordingly furnished photo c-:>pies of the 
CJ:n:_:>uter print-outs showing the working of the Net Present Value of offers 
of bJth the firms as on 11-3-86 and estimates f~.Jr 21-3-86 consequent to 
further reductions in the offers made by the two firms after 11-3-86. The 
Ministry have pointed out that w:1ib C):npLiting the Net Present Value of 
the offers the delivery schedule of the gun and ammunition, all elements 
of cash flow, including advance payment, repayment of principal and interest, 
finandng c:1arges, etc., were included. The p.:>sition that emerged is as 

shown below :-

Bof0rs 

Sofma 

Net Present Value as on 

21-3-1986 
SEK 6670. 776 Million 

(Rs. 1140.303 crores) 
FF 6347.201 Millio:t 
(Rs. 1126.37 crores) 

11-3-1986 
SEK 6757.755 Million 
(Rs. ll51.25 crores) 
FF 6788.831 Million 
(Rs. 1205.83 crores) 

----------------~-------------
[The figures in Rupees ar..! on the basis of Exchbge Rates as on the 

respective dc>.tes]. 
S /l!S LSS /88-8 
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6. 53 With regard to the financial effect of the offer of Sofma to accept 
the advance payment in two instalments of 10% ~ach as against the Bofors' 
demand of 20% in one instalment, the Ministry have confirmed that this 
factor was also taken into account while calculating the Net Present Value 
and it was found that the Net Pre;ent Value of the Sofma offer was relatively 
lower than that of the Bofors offer by Rs. 8. 84 crores on this account. 

6. 54 Asked to state his overall assessment of the quality of the gun 
.. vis-a-vis the outlay involved, the then Secretary, Expenditure, stated :-

"I can tell you without any reservation whatsoever-and this is a 
view I had expressed to my colleagues-that this is the- best gun 
system that we could get at the best possible terms. I would also 
say that before we sta:-ted these negotiations if you refer to the 
CCPA papers, you will find that on the· basis of the budgetary 
quotations received and their own intelligence, the Army Headquar­
ters had estimated the value of the package-which was Rs. 1600 
crores way back in 1984-and in 1986 despite any escalation, we 
have managed to get the package at about Rs. 1400 crores. In my 
experience, I have rarely come across a case where theactual price 
obtained is well within the earlier expectations. In practice, we 
exceed budgetary quotations. Various reasons are given. But 
here is an example of keeping well~below the indicative price, to 
which the approval of the Cabinet was received. I think this is any 
important plus-point. So, I do not think we could have done any, 
better. The feeling which I got was one of a very keen competition 
i.e. to get the order. That is why we got successive improvements 
in the matter. There is no point in discussing with the Austrians 
and others. In the very first meeting, I remember to have said that 
we should not go in for the three-nation gun, because thereby we 
would be exposing ourselves to the whims and policies of the 
Governments who control this. I can categorically say that we 
have got the best possible bargain. One important factor which 
we kept in mind and which cannot be quantified, but which is quali­
tatively important, if the very strong R&D back-up which would be 
available." 

6. 55 Concluding, the then Secretary (Expenditur.::) stated :-

"Financially it was the cheape..: offer. Commercially the terms 
were more to our advantage than Sofma ofi~r. The third deciding 
factor was the credit terms, i.e. Swedish Kron~r vs. the French 
credit terms. Credit terms \Vere evaluated as practically the s::~me. 

Whichever angle you look at it-from the point of vi~w of technical 
factors or financial factors or commercial factors-Bofors offer 
had a distinct advantage over the Sofma oti..!r." 
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D. Observations/Conclusions of the Committee 

.()~56 The Committee find that in pursuance of the decision of the Cabinet , 
Committee on Political Affairs, a Negotiating Committee under the Defence 
Secretary was constituted in May, 1984 (as per para 6 .1) for detailed negotia­
tions with the four supplier firms, namely IMS (UK), Bofors (Sweden), 
'Sofma (France) and Voest Alpine (Austria). The Negotiating Committee 
commenced its work in June, 1984 and gave its final recommendation. for 
placing of the contract with M/s. Bofors on 12th March, 1986. The Defence 
Secretary explained that .the negotiations got prolonged by a period of about 
£ix to eight months due to political changes which took place during this 
period (in the aftermath of the assassination of- the then Prime Minister). 
He submitted that a period of one year should be. considered reasonable for 
finalising such a major contract. 

I 

{).57 The Committee note that the decision ofthe Negotiating Comtnittee 
to initially invite all the four parties for negotiations even though it was 
known that the Army Headquarters were in favour of short-listing only two 
.firms, viz. Bofors and Sofma, was to gain commercial advantage by generat­
~ng competition amongst them. This strategy paid handsome dividends in 
so far as the Negotiating Committee were able to get substantial reduction 
in the prices both from Sofma and Bofors. 

·6. 58 The Committee observe that a decisive stage' in the negotiations 
with the two final contenders, viz. Sofma and Bofors, was reached on lOth 
February, 1986 when the package and the. prices theerof quoted by the two 
firms became comparable. In the words of the Defence Secretary, "that . 
was the stage when the prices started tumbling down under the impact of ' 
two factors, namely the elimination of the agents and the generation of a very 
keen competition." During a period of 40 days between lOth February and 
21st March, 1986, the prices of the Bofors came down from Rs. 1620 crores 
toRs. 1427 crores while in the case of Sofma the prices came down from 
Rs. 1509 crores to. Rs. 1436 crores, i.e. there was a reduction of nearly 
Rs. 192.5 crores by Bofors and Rs. 73 crores by Sofma. 

6. 59 The Defence Secretary further pointed out to the Committee that 
the C.C.P.A. had envisaged that this package would cost Rs. 1600 crores 
and with price escalation and addition of various other items the total 
cost would easily have been of the order of Rs. 1800 crores. In actual fact, 
it was brought down to Rs. 1427 crores .. He stated that from this point of 
,-iew, this should be considered as an "exceedingly successful contract •• 

6.60 The then Secretary, Expenditure who has examined at great length 
by the Committee, with regard to the procedure followed by the Negotiating 
.Committee as well as the financial and commercial terms of the offers of 
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various parties affirmed that there had been no flaw in the procedures and 
every possible precaution was taken to ensure objectivity and impartiality 
in deciding the case and in securing the best possible terms as well as the best 
possible weapon system that the user wanted. Accordingly to him, the 
procedures followed were "quite rigorous". He also affirmed that there 
had been absolutely no dissent in the Negotiating Committee and that the 
final conclusions were subscribed to by one and all without.any'mental reser­
vations. He went on record to say that even after the negotiations were 
concluded in March, 1986, "till today, nobody has ever entertained any 
doubts about this." 

6.61 In reply to a question whether the final recommendation of the 
Negotiating Committee selecting the Bofors gun keeping in view the technical, 
contractual and financial aspects, was specifically brought to the notice of 
the then Finance Minister, the then Secretary (Expenditure) affirmed that 
after the Negotiating Committee had finished its deliberations, a note was 
put up by the Defence Ministry as the administrative ministry on which 
the approval of the Finance Secretary and the then Finance Minister and the 
State Ministers in the Ministry of Defence and the Prime Minister, as 
Defence Minister, was taken. Further asked if the then Finance Minister 
had expressed any reservation, the witness replied :-

"Absolutely No. I can say this categorically because ...... the 
moment I saw the file, I immediately sent it to the Finance Secretary 
saying that the matter was very urgent. It went to Finance Minister. 
If he had the slightest doubt, he would have asked the Finance 
Secretary or me. I was the senior officer in the Finance Department. 
I was the proper person to have been asked this questi<>n. Till the 
moment of my retirement, no question was raised." · 

6. 62 As regards the procurement of the ammunition, which in value terms 
amounted to nearly half of the total cost of the contract, the Neg<>tiating. 
Committee decided, and quite rightly, that with a view t<> deriving the maxi­
mum financial, commercial and <>ther contractual advantages, all the three 
aspects, namely outright purchase of guns, the ammunition and licensing 
know-how for their manufacture should be pursued simultaneously. 

6. 63 The Committee find that even though initially three ammunition 
manufacturers were short-listed and called for ngotiations, the Negotiating. 
Committee finally decided t.l go in for the gun and the ammunition from the 
same source when it was found that there were problems in <>btaining guaran­
tees from the various partks with regard to the compatability of the gun 
with the ammunition. preparation of range tables, etc. It was also found 
that the prices offeren l>y t'L' manufacturers were in no way better while <>n 
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the otheihand, the credit terms offered by them were inferior. The Nego. 
tiating Committee decided to accept the advice of the Army Headquarters 
that it would be better, from the point of view oftechnical]problems of acc­
eptability, as also the need for test-firing of the ammunition with the guns, 
that the negotiations for the purchase of ammunition were entered into with 
the gun manufacturers themselves. 

6. 64 The Committee find that as a result of intense competition generated 
between the two firms, substantial reductions were obtained during the 
concluding stages of the negotiations, i.e. between February-March, 1986. 
The Committee note that Mfs. Bofors reduced their offer of SEK 9872.195 
million on 3-2-1986 by about 220 million SEK,_ to SEK 9652.510 million. 
On 10-2-1986, Bofors made a further substantial teduction of approximately 
SEK 890 million in their revised offer of SEK 8762.868 million, submitted 
on 21-2-1986. During the last stages of the negotiations, on 11-3-1986, 
M/s. Bofors again reduced their prices considerably from SEK 8762.868 
million to SEK 8456.906 million, involving a reduction of about SEK 306 
million. Finally, on 21-3-86, Bofors reduced their price from SEK 8456.906 
million (as on 11-3-86) to SEK 8348.071 million, by offering 10 Guns free. 

6.65 Similarly, the French firm also offered sizeable reductions in their 
· revised prices. However, the quantum of reductions by the French firm were 
lower than, those of the Swedish firm. On 10-2-86, the French firm reduced 
their price from FF 9740.501 mi-llion to FF 8759.843 million, involving a 
reduction of FF 980.658 million. On 23-2-86, Sofma readjusted their price 
slightly upwards, from FF 8759.843 to 8836.253 to include the price of PCB 
Module Repair which was not indicated by them earlier. The French firm 
reduced their offer of FF 8836.253 million to FF 8659.527 million on 
11-3-1986 and finally to FF 8096.230 million on 21-3-1986, by offering 
30 guns free. 

6.66 The Committee further observe that on the date the Negotiating 
Committee made their recommendation, the offer of M/s. Bofors was cheaper 
than the offer of M/s. Sofma, by about Rs. 97 crores. The French firm 
offered their final rock bottom price of Rs. 1436.76 crores on 21-3-1986 which 
involved a reduction of Rs. 101.35 crore over their previous offer, made on 
11-3-1986. This price could be considered the floor price for the French 
system because the letter of intent had already been placed on Bofors and the 
imminent danger of losing the contract would have prevented the French from 
keeping any margin in reserve. Even with such a large reduction, i.e. over 
Rs. 101 crores, Sofma could not match the final offer of Mfs; Bofors. On 
21-3-86, the final offer of Bofors was Rs. 1427.02 crores as compared to 
Sofma's offer of Rs. 1436.76 crores. 

6.67 The Committee note that the Net Present Value of both the offers 
was computed by an expert team taking into account th~ d~livery sch:dule 
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of the gun and ammunition, all elements of cash flow, including advance 
payment, repayment of principal and interest financing charges, etc. Accord­
ing to the standard methods of calculation and as"" per the computer result 
the value of the Bofors offer was Rs. 1151.25 crores on 11-3-1986 as against 
Rs. 1205.83 crores of the Sofma offer. The subsequent reductions made by 
the two firms resulted in the value of the Bofors offer being of the order of 
Rs. 1140.30 crores on 21-3-86 as against Rs. 1126.37 crores, of the Sofma 
offer. The Bofors demand of 20% advance payment in one instalment was. 
duly taken into account while calculating the Net Present Value and it was 
found that the Sofma offer was cheaper by Rs. 8.84 crores on this account. 
Overall, the Net Present Value of the Bofors offer was lower by nearly Rs. 54.5 
crores as on 11-3-1986 and marginally hi.gher by Rs. 14 crores (appro~) 
on 21-3-1986 (due to fluctuation in exchange rate). 

6.68 It is also to be noted that another invisible but substantial advantage" 
which the Bofors gun provides is in the matter of man-power. Whereas the 
Sofma gun requires a crew of 7, the Bofors gun requires a crew of 6 only. 
Considering the number of guns to be developed eventually, the operating 
cost of the Bofors gun would be cheaper by about Rs. 125 crores at the 
current cost of manpower over a period of 20 years which is the normal life 
cycle of a gun. The Director General, Artillery is in fact on record 
having said that the gun could be h:1ndled even by a crew of two. 

6.69 The Committee find that in several material respects, the Bofors 
offer had distinct advantages over the French ·offer as would be seen from the 
details given in the earlier part of this Chapter. The Committee would like 
to draw attention to a few of them. 

6. 70 To take the terms of credit first, the Committee find that the French 
offer had a slight edge over the Swedish offer. Sofma had offered to arrange 
for seller's credit with no bank charges like commitment fee, management 
fee, agency fee, etc. and the rate of interest offered was 8.15% p.a. They had 
also offered to quote as well as to arrange cr~dit in Ge~man currency which 
might have had the effect of lowering the price in terms of rupees. The 
Department of Economic Affairs were of the view that obtaining the quaota· 
tation and credit in German currency would be speculative. Considering 
the growing strength of that currency, they did not recom­
mend this course of action. Bofors offered to arrange for 
credit through two Swedish Banks in two currencies, viz. 
Deustche Mark for ammunition and goods of non-Swedish origin at an 
interest rate of 7.55% per annum and the other in Swedish Kroners. Regar­
ding the quantum of credit offered in support of licence production arrange­
ments, initially, Sweden offered a credit of SEK 575 million. On being told 
of its inadequacy, they offered another credit worth SEK 425 million in other 
currencies. Finally, after discussions at higher level, the Swedish 
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Government agreed to yet another tranche of 2100 million SEK. Thus, 
the total credit availability for licence production was of the order of 3.1 
billion SEK (both in Swedish and non-Swedish currencies) available for a 
period of 90 months from the agreement. 

6.71 Considering the quantum of credit and the need to cover the require­
ments of funds for indigenous manufacture and assembly of the gun system, 
it was decided to accept the Bofors proposal. However, the fact that this 
was a negative factor in the contract was clearly brought out not only in the 
meetings of the Negotiating Committee, but the relative credit terms were 
also. taken into account while calculating the N~t Present Value of the 
contract. In this connection, attention of the Co.mmittee was also drawn 
to the fact ~hat the credit in German currency was· being offered at 7.55% 
per ·annum interest, which was lower than the rate of interest of 8% p.a. 
on the Swedish currency. The French party had also offered credit in German 
currency at the same rate. 

6. 72 In regard to the price escalation clause for licensed production, the 
Committee find that the Bofors offer was distinctly superior in that it con­
tained a much lower order of escalation in price over a period of time, 
compared to the French offer. It was provided in the Bofors offer that there 
will be no escalation in price for it~r,ns ordered for delivery within 54 months. 
Thereafter, the escalation will not' be more than 5% per year for the next 
six years and 6% per year in respect of orders placed after 54 months. In 
the case of Sofma the price escalation clause would have been applicable 
from the effective date of licence agreement and the prices were to be calcula­
ted from the basic prices according to a price-escalation formula, for orders 
within the next three years. Thereafter, the prices were to be re-negotiated .. 
The then Secretary (Expenditure) was of the view that although it was not 
possible to quantify the financial gain on this account, taking into considera­
tion the terms offered by both the parties it would be quite clear that "we 
are leaving ourselves open in the case of the French offer to the probability 
of a much sharper and much earlier increase in price of goods than in the 
case of Bofors." 

6. 73 The Committee further observe that Bofors had provided substan­
tial commercial safeguards by way of separate Bank Guarantees for advance 
payments, performance and warranty at the rate of 20%, 5% and 5% of the 
contract price respectively, the last two being for 10 years. On the other 
hand, Sofma consistently resisted efforts of the Government to secure appro­
priate guarantees and instead took the line that a side letter of the French 
Government should suffice. 

6. 74 With regard to the production licensing contract, the Committee 
understand that the Bofors offer provides for 50 million SEKs worth of 
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technical assistance and training free of charge, whereas Sofma had quoted 
43.3 million French Francs for such assistance. Bofors also agreed to give 
the feasibility report and the detailed project report free of charge, except for 
the air fare, boarding and lodging expenses for the specialists which would 
be paid by the Government of India. The French demanded 30 million 
French Francs for the same. The Bofors offer was also more favourable in 
so far as the DPR was to be given within three months, whereas Sofma 
wanted eight months to submit this document. Likewise, the delivery 
schedule of technical literature was 8 to 12 months in the case of Bofors 
while it was 18 to 27 months in the case of Sofma. 

6.75 In them 1tter of pri:es to be charged for a.fdition:>.l qu'lntities of 
supp:>rt equipment, the B::>fors contract provides for supplies at the same 
prices for orders plat;ed within two years while in the case of Sofma the offer 
was for a maximum of six sets provided the order was placed within 18 months 
of the effective date. Bofors offer also limited the escalation 
to 5% per annum over a period between 2 and 5 years whereas in the case 
of Sofma this provi:.ion was absent and the prices would have to be negotia­
ted. Thus, the Bof.>rs offer gave a greater degree of assurance that the 
prices would not be hiked in an unconscionable way. 

6. 76 Over all, the Committee find that the Bofors offer was not only 
financially cheaper but c:>mmercially its terms were much more advantageous 
than those offered by SJfma. Coupled with other factors, such as the 
availability of substantial credit and the assurance of uninterrupted flow 
of supplies contained in the Memorandum of Understanding between 
the twv G)vernments, the Committee have no hesitation in saying that 
the B)f..>rs offer had a clear edge over that of Sofma. 

6.77 To conclude, the strategy adopted by the Negotiating Committee 
generated intense C()mpetition ~mong the suppliers and it became possible 
to at;hieve a reduction of more than 15% during the final stages of the 
negotiations with B()fors over the offer made by them on 10-2-1986, which 
in terms of Indian Rupees amounted to a saving of approximately 
Rs.l92 .S crores. So far as the other terms of the contract are concerned, the 
Committee find that the BofJ~rs offer was in many respects more advanta­
geous in· financial and commercial terms as well as in the matter of licensed 
production compared to the Sofma offer. As stated by the then Secretary 
(Expenditure) : "Fi,nancially it was the cheaper offer. Commercially, the 
terms were more to our advantage than the Sofma offer ........ Credit 
terms were evaluated as practically the same. Whichever angle you look 
at it-from the point of view of technical factors or financial factors or 
commercial factors-Bofors offer had a distinct advantage over the Sofma 
offer". 
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6. 78 After a detailed consideration of various facets of the deal as 
discussed in this Chapter~ the Committee have no hesitation in concluding 
that a superior gun system lias been purchased from Mfs. Bofors at less than 
the floor price offered by M/s. Sofm1 for a relatively inferior system. Con­
sidering the substantial financial gains and the various terms of the contracts, 
the Committee consider that the Neg:>tiating Committee was eminently 
successful in the task a)signed to it ani th~ clnsiderable tim: taken(about a 
year and 9 months) in cJtncluding the co:ttra~ts ultimately proved to be 
highly advantageous to the country. · 
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PAYMENTS MADE BY BOFORS 

7.1 The Committee are required to ascertain the identity of the recipients 
of the p~yments ranging from SEK 202-282 million (as per the report of the 
Swe-dish National Audit Bureau) and the services for which they were paid. 
If there is prima-facie evidence of Bofors having made any other payments 
for securing the Indian contract, the Committee are also required to 
ascertain the identity of those who received such payments. 

A. Agents in defence deals 

7;2 The former DCOAS Lt. Gen. H. Kaul (Retired) in his evidence 
informed the Committee that the practice of utilising the services of agents 
in procurement of defence equipments had been in vogue earlier. According 
to him, this practice had definite advantages as through this process the 
Army came to know about the developments taking place in the field of 
equipments in various countries as also the shortcomings of different 
systems. 

7.3 The former Secretary, Expenditure, (Shri R. Ganapati) also stated 
that as per Government of India's extant instructions at that time, engage­
ment of Indian agents for any transaction in regard to import of services, 
technology, equipment etc., was not precluded. The only requirement 
was that the Indian agent had to be identified; he was required to declare 
his commission; and the same was to be paid in Indian rupees. He further 
added that normaUy whenever there were agents, they also participated in 
the discussions held in the Ministries. According to him, the Indian agents 
were inevitable concomitants of foreign parties. 

7.4 The question of appointment of Indian agents in relation to the 
purchase of 155 mm guns was first raised in the Negotiating Committee 
meeting held on 31st July, 1984. Para 10 of the minutes reads as under : 

"The Committee discussed about the appointment of Indian 
agents by the four firms. The Committee were also informed in 
the meeting about the details of the Indian agents appointed by the 
four firms. Secretary (Exp.) was of the view that while conducting 
negotiations, an exercise may be undertaken for reducing cost by 
reducing the percentage commission being offered to the Indian 
agents." 

106 
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7.5 When asked to explain the circumstances in which the question of 
appointment of agents was raised at the sitting of the Negotiating Committee, 
the Defence Secretary stated : · 

"We had a standard practice that before negotiating, we asked . 
the parties to give details regarding agents. So, in pursuance of 
that directive we had asked all the 4 firms to give details. These 
details had been received and these were reported to the Negotiating 
Committee. It was in this background that this subject came in." 

7.6 The Defence Secretary further added that prior to November, 1984 
there were no directives that there would be no agents.whatsoever. On the 
other hand, there was a system of regulation inasmuch as the firms were . 
asked to declare if they had an agent and if so, to give .details about those 
persons.· According to him, the objective was (a) not to be taken unawares; 
(b) to reduce the commission; and (c) to make sure that the commission 
when paid was duly accounted for. 

B. Prohibition on employment of agents 

7. 7 The Defence Secretary informed the Committee that in November 
1984, when the new Government under the present Prime Minister took 
over, it was decided that henceforth defence contracts would be transacted 
and concluded totally without agents and that "the deal would be totally and 
exclusively between the Government' of India on the one side and the manu­
facturers on the other". Accordingly, the senior most representatives of 
all the four contenders for supply of 155 mm guns were called by him on 
3rd May, 1985 and informed that the Government of India would 
not permit the involvement of Indian agents, acting for the foreign 
suppliers. They were therefore, requested to make suitable reduction in 
their offers in case they had kept any commission f~r payment to the Indian 
agents. They were also warned that the Government of India would dis­
qualify a firm in case it came to notice that an agent had been appointed 
in connection with the contract. 

7.8 Asked about the reaction of the forir contending firms, the Defence 
Secretary stated : 

" .... M/s IMS of UK informed that they were a U.K •. 
Government owned Public sector company .... : • .... The French 
firm informed on 7-5-1985 that they had agreed to consider as null 
and void the information handed over to Ministry of Defence in 

·August, 1984 about their agent and this came through a letter. The 
letter reads as follows : 

"Further to your request, we send you this letter to confirm 
that we agree to consider as null and void that certificate handed over 
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to your Services in August, 1984 concerning the role of H.E.I. 
(Hindustan Exports and Imports Company), Bombay, in this 
connection." 

7.9 In regard to the reactions of the Austrian and Swedish firms, it was 
stated that their revised quotations received on lOth May, 1985 were lower 
than the earlier offers but they did not specifically mention that the reduction 
in prices was on account of the removal of agency commission. 

7.10 The committee enquired whether the prices were actually brought 
down as a consequence of removal of agents. The Defence Secretary 
stated : 

"This had a very important impact on all the suppliers. They 
took notice of this warning. It was mentioned to them repeatedly 
when they met the Members of the Negotiating Committee as well 
as the Chairman of the Negotiating Committee separately. It 
was clarified to them that the new Government policy does not admit 
of any such employment of agents. This was a major factor which 
resulted in the reduction." 

7.11 The Defence Secretary further informed the Committee that the 
question was also raised in the talks between the two Prime Ministers­
Shri Rajiv Gandhi and Mr. Olof Palme when they met in New York in 
October, 1985. In January, 1986 Prime Minister Olof Palme informed our 
Prime Minister that Bofors had declared their wish to conclude business 
directly with the Indian Defence Ministry without any middle-men. Bofors 
·also wrote directly to the Defence Secretary in March, 1986 stating that there 
were no. middlemen in the transactions. 

7.12 In the course of his evidence before the Committee, the Defence 
Secretary further added : 

"Upto the point the Price Negotiating Committee was function· 
ing which is March, 1986 when the contract was signed, there was no 
such evidence. On the other hand, the advice given to us was that 
there will be no middleman. This is the assurance that we have 
received." 

7.13 In reply to a specific question, the Additional Secretary, Ministry 
of Defence stated in evidence : 

"The Negotiating Committee much less the Chairman was 
never dealing with any agent of any of the companies." 

7.14 The Defence Secretary also affrmed that "to the best of our 
knowledge, there were no middle-men in this transaction" and that he had 
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never dealt with the Anatronic General Corporation either before the contract 
or after signing of the contract. 

7.15 The Committee drew the attention of the Defence Secretary to the 
fact that even though Bofors had been told about Government of India's 
policy with regard to agents in May, 1985, they informed the Government 
as late as on lOth March 1986 that while they did not have any 
representative/agent especially employed in India for this project, they did 
have M/s Anatronic General Corporation for providing administrative 
services to their personnel in India. The Defence Secretary stated that 
they had not laid down any time limit within which they were expected to 
respond. He added : · 

"In fact after having put them on this wanting, a formal response 
was not expected. But it was quite clear that we would satisfy our­
selves fully before we entered into the final deal " ..•. it was a con­
dition ·precedent to the finalisation of the contract. We had not 
asked for any communication in writing when we talked to them on 
3rd May (1985)." 

7.16 The Committee enquired from the Defence Secretary as to why the 
condition that there would be no middleman in the deal was not incorporated 
in the contract signed with Bofors; tb which he replied : 

"With the understanding which we had arrived at, it was not 
considered at that time essential that it should also be incorporated. 
Perhaps with hindsight, it might appear that this could have been 
done. We are now trying to do this. But the question regarding: 
its enforceability still remains open because we are advised legally 
that an infringement of such a clause, even if it were to have been 
entered into the contract; it would have been a very difficult one 
to enforce without the modification/amendment of the existing. 
Act." 

C. Steps taken by the Ministry of Defence to ascertain details of pay-offs. 

(a) Swedish Radio Broadcast 

7.17 It is seen that for the first time on 17th April, 1987, several news­
papers carried reports of a Swedish- Radio Broadcast the previous day 
that bribes had been paid to senior Indian politicians and key defence figures. 
to win a contract which was awarded by the Government of India to 
M/s Bofors of Sweden on 24th March, 1986 for the purchase of FH 77B 
155 mm guns. The Swedish Radio repeated the allegation on 17th April, 
1987 adding that it had documentary proof of the pay-offs in four 
instalments to Indian accounts in Swiss banks. 
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7.18 During evidence the Committee enquired from the representatives 
{)f the Ministry of Defence as to what was their first reaction to the above 
.allegation made by Swedish Radio. The Additional Secretary, Ministry of 
Defence stated as follows :-

"When the broadcast was published in our national media the 
Parliament was in session. Naturally there was a great deal of 
concern and excitement about the allegation which was quite serious 
by any standards. This prompted us in the Ministry of Defence 
directly and through the Ministry of External Affairs and our 
Ambassador in Stockholm to ask Bofors and the Swedish Govern­
ment to tell us what exactly the allegation was." 

{b) Correspondence exchanged between the Governments of India and Sweden 
and A.B. Bofors 

7.19 The correspondence that was exchanged between the Government 
.of India and the Government of Sweden on the one hand and the two con­
tracting parties, on the other, as well as the notes exchanged at diplomatic 
level between our Ambassaodr in Sweden and the Seedish Ministry of foreign 
Affairs were laid on the Table of the Lok Sabha by the Minister of Defence 
on 26th August, 1987, and are public knowledge. The Committee would 
therefore, not like to go into the details thereof except to recall in brief 
some of the important communications highlighting the position taken by 
the parties concerned viz. the Government of India, the Government of 
Sweden and AB Bofors during the period April to September, 7, i.e. till 
the time the Committee themselves started their inquiry into the whole 
affair. 

7.20 On 21st April, 1987 in a Note Verbale to the Swedish Ministry of'! 
Foreign Affairs, the Embassy of India in Stockholm, requested the Swedish 
Government to investigate the matter and inform the Embassy whether 
there had b~~n any violation of the commitment made to the Government 
.of India and to take the requir~d action on their side. 

7.21 In their letter of 24th April, 1987 sent to the Indian Ambassador 
in Swed~n M/s. A.B. Bofors clarifi~d the position as to whether a middle­
mln or midilem!n had b:::~n used to win the contract of 1986. The said 
letter stated inter alia : 

"Regarding India, the situation was that Bofors were repre­
sented by the firm of Anatronic with the principal O\\ner Mr. Win 
Chadha until 1985. During 1985, when negotiations between 
Bofors and the Indian Government began to take on a concrete 
shape, it was stated that no agents could be accepted by the hdian 
Authorities. In view of that Bofors canc~lkJ th~ir agre~m~ <[ \. tt;l 
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the firm of Anatronic and Mr. Chadha, and drew up a new agree­
ment for administrative service which was for Bofors' own personnel· 
in India. For these services, compensation of 100,000 Swedish 
kroners per month was to be paid starting from January 1, 1986. 

The statement made by AB Bofors that no middleman/repre­
sentative/agent was used by Bofors to represent the company with 
the Indian Authorities to win the contract in 1986 was correct. 
Contract negotiations and other contracts took place directly bet­
ween the Ministry of Defence and Bofors'. Consequently, no mid­
dleman was used to win the contract of 1986. 

Bofors has not made any payments of the kind alleged by the 
media. Those payments that were made during the time in· ques­
tion, and possibly have given rise to erroneous conclusions, were 
in accordance with the contract for the reimbursement of consul­
tant services within the areas of marketing and counter purchasing. 
The payments referred to by Swedish Radio were made to a Swiss 
Company and are completely legal in accordance with the Swedish 
currency regulations and other relevant Swedish regulations. The 
stated payments have not been paid to any Indian company or 
Indian citizen and have no connection with the winning of the con­
tract of 1986." . ·' 

7.22 In their telex message dated 15 May, 1987 A.B. Bofors stated inter 
alia: 

"The contract signed by the Indian Ministry of Defence and 
AB Bofors on March 24, 1986 contains no clause concerning pay­
ment of commission. 

Neither does there exist any other contract with India, neither 
between the Indian Government, nor any other Indian party, and 
AB Bofors which provides for the payment of commission in con­
nection with winning the said contract. 

The allegation on Swedish Radio on May 13 1987, that AB 
Bofors "informed Swedish Central Bank that payment of commis­
sion to Indian agents was a part of the Indian Contract" is entirely 
wrong. 

** ** ** 
The allegation that the contract signed by the Indian Ministry 

of Defence and AB Bofors in March 1986 includes a condition for 
the payment of commission is entirely false and we hereby state 
that no such clause exists. 

As previously intimated, AB Bofors has placed itself at the 
disposal of the '\ational Accounting and Audit Bureau in their 
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efforts to clarify for the Indian and Swedish Governments the alle­
gations of bribery etc. surrounding the India-Bofors Contract!' 

7.23 In their return telex message of 25-5-1987 M/s. Bofors reiterated 
that the Annexures to the Contract dated 24 March, 1986 or other Contracts 
concluded with Government of India did not contain any provision for 
payment of agency commission etc. to any third party. 

(D) Report of the Swedish National Audit Bureau 1 
7.24 As stated earlier, the Indian Ambassador in Sweden had, on 21st 
April, 1987 requested the Swedish Government to have an investigation 
made whether any middlemen had been used by Bofors in connection with 
their contract of March, 1986 with the Ministry of Defence for the supply 
of 155 mm guns. On 29th April, 1987 the Swedish Government instructed 
the Swedish National Audit Bureau to audit the records underlying A.B. 
Bofors written report of 24th April, 1987 to the Indian Ambassador in 
Stockholm. 

7.25 The Swedish National Audit Bureau submitted its report on 1st 
June, 1987. 

7.26 On 4th June, 1987, the Swedish Embassy in India forwarded a copy 
of the Report of the Swedish National Audit Bureau to the G9vt. of India 
along with a note, which inter alia stated : 

"It may be seen from the report that AB Bofors claims no mid­
dlemen were involved during the final phase of the negotiations but 
that costs did occur in connection with the winding up of dealing 
with earlier local agents. These costs were finally settled during 
1986. According to the National Audit Bureau investigation, an 
agreement exists on settlement of commission subsequently to the 
howitzer deal and information exists that considerable sums have 
been disbursed referring to this contract. There have been other 
payments made by Bofors during the period in question, the purpose 
and recipient of which it has not been possible to clarify with the 
aid of the data available to the National Audit Bureau. 

Only AB Bofors is in a position give a full account of its own 
payments. The Government has therefore again urged AB Bofors 
to assist in shedding light on the matter." 

7.27 On receipt of the Report of the Swedish National Audit Bureau 
referred to above, the Defence Secretary sent a detailed letter to the Presi­
dent (Mr. Per Ove Morberg) of Mfs. A.B. Bofors on 16th June 1987 
pointing out that the repeated assertions of the Company that no middle­
men had been employed nor any commissions paid for the purpose of winning 
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the contract were not borne out by the findings of the National Audit 
Bureau. The letter stated inter alia : 

"In the context of your aforesaid repeated assertions, we are 
constrained to observe that : 

(i) The report of the Swedish National Audit Bureau establishes : 

(a) that an agreement exists between Mfs. 
...... concerning the settlement 
subsequently to the FH-77 deal; 

AB Bofors and,* 
of commission 

(b) that considerable amounts have been paid subsequently 
to, among others, M/s. AB Bofors' previous agents in 
India; · 

(c) that to wind up previous arrangements, costs of 2-3% of 
the order sum, i.e. SEK 170-250 million were incurred and 
the final payments were made during 1986; and 

(d) payments totalling SEK 32 million were also made in 
Nov.-Dec. 1986. 

(ii) The aforesaid payments are in addition to payment at the rate 
of SEK 100,000 per' month (i.e. SEK 1.2 million only during 
1986) openly paid/payable to M/s Anatronic General Corpo­
ration, New Delhi, through an Indian Bank, for administrative 
services rendered to your company since January, 1986." 

Para 5 of this letter reads as under : 

"In the aforesaid context, M/s. Bofors have not only gone 
against our explicit wishes but have also violated the solemn assu­
rances given to us by your company. Consequently,· we call on 
your company to furnish us complete information regarding the 
transactions in para 4 (1) above and specifically, all information in 
regard to the following aspects : 

(i) The precise amounts which have been paid and the amounts 
which are due to be paid by you by way of commission, secret 
payments, etc. in connection with the Indian contracts; 

(ii) The recipients of such amounts, whether they be persons or 
companies, and in the case of latter, their proprietors/presi­
dents/directors, and place of incorporation; 

(iii) The services rendered by such persons/companies with refer­
ence to which such amounts have been paid; 

*NJra.:s of parties withheld. 
S/88 LSS/88-9 
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(iv) Copies of the contracts, agreements and correspondence bet­
ween your company and such recipients; and 

(v) All other facts, circumstances and details relating to these tran­
sactions, in your possession." 

7.28 . In an Aide Memoire dated 17 June, 1987 the Government of Ir.dia 
also requested the Government of Sweden to furnish, on the most urgent 
basis, complete information particularly on the following aspects : 

"(i) The precise amounts which have been paid and the amo . .mts 
which are due to be paid by Mfs AB Bofors. 

(ii) The recipients of such amounts whether they be perso:n or 
companies and in the case of the latter, their proprietors/pre­
sidents/directors and place of incorporation. 

(iii) The services rendered by such persons/companies with ref.:::-ence 
to which such amounts have been paid. 

(iv) Copies of all contracts, agreements and correspondence bet­
ween M/s AB Bofors and such recipients. 

(v) All other documents, facts, circumstances and details relevant 
to these transactions." 

7.29 During evidence the Defence Secretary stated 

" ...... in this aide-memoire we asked those very five que~tions 
........ But the basic thing in this aide-memo ire was that at Govt. 
to Govt. level, we emphasized that the Swedish Government would 
use all their influence and their weight on the CompJ.ny to furnish 
the information ........ We also suggested that if in conne.;tion 
with giving clarifications to our questions it becomes necessary. over 
and above the report of the Swedish National Audit Bure:m. to 
ask for investigations by any other agency, they should do so." 

7.30 In reply to the Ministry of Defence letter of 16 June, 1987 M/s. 
Bofors again denied vide their letter dt. 30 June, 1987 that any bribes were 
paid by them to win the contract. The Company reaffirmed that : 

"(i) They had paid winding up costs in accordance with normal 
practice. The said costs had not influenced the price of the 
contract. 

(ii). As a consequence of the requests from the Indian authorities 
Bofors had to reorganize their set up and marketing organiz­
ation for the winning and fulfilment of the contract of 1936." 
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7.31 The Defence Secretary, stated in evidence that the above letter from 
Bofors was examined and on 16th July, 1987 a letter was sent to Mr. Per 
Ove Morberg, President M/s. A.B. Bofors, Sweden stating inter alia : 

* * 
(2) We regret to observe, as was also pointed out by Mr. Vohra, 

during his brief discussions with Mr. Bredin on July 3, 1987, that 
your communication under reference does not answer any of the 
.questions raised in para 5 of my aforesaid letter of June 16, 1987. 

(3) Despite the lapse of a fortnight. ~nd more since my letter, 
your reply is based on generalities and i~, to a large extent, a re­
petition of what had already been stated' in your letter of 1 April 
24, 1987 to Mr. Bhupatray Oza, the Indian Ambassador in Stock­
holm. 

( 4) Your letter indicates that you had a cooperation agreement 
to generally assist you in areas such as marketing, technology trans­
fer, engineering, counter-purchase, financing, etc. (but your external 
representatives were not directly involved in negotiating the supply 
.of FH-77B because it is your Company's policy to use your own 
personnel based at Karlsklt!ga when a material procurement becomes 
actual). It is also stated that this long standing cooperation was 
not limited merely to the Indian Market but to other countries as 
well. Finally, when, at the behest of the Government of India, 
these arrangements were wound up, your "counter parties" were 
-compensated on the basis of the work carried out upto the time of 
termination, the length of the agreement and "certain compensa­
tion for loss of profit". 

(5) It was, inter alia, pointed out to Mr. Bredin by Messrs 
Vohra and Banerji that the position taken by you raised the follow­
ing further questions:-

(i) What ·office/establishment was maintained by your "counter­
party" in India to assist you with general marketing in this 
country (as, according to your own statement, your "counter­
party"' assisted you in more than one country) ? 

(ii) The specific circumstances in which the expenditure directly 
incurred by your "counter-party" in terms of the arrangements 
at (i) above, could be as large as SEK 282 million, as stated by 
the Swedish National Audit Bureau ? 

i(iii) If not, the remaining amount could be accounted for only by 
"compensation for loss of profit". If so, how can general 
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marketing assistance entitle your "counter-party .. to such ·an 
enormously large share in your profit/order sum ? 

(6) We must, therefore, once again urge you to furnish the 
entire information asked for in para 5 of my letter of June 16, 1987 
alongwith complete clarifications in respect of the additional ques­
tions listed in paragraph 5. As a good deal of time has already 
been lost, I request that your reply reaches us within a week at the 
latest. .. 

7.32 In reply to Government of India's letter of 16th July, 1987 M/s. 
A.B. Bofors, ride their letter dt. 6th August, 1987 reiterated their position 
as under:-

"As Bofors has conducted their business for over hundred 
years in conformity with certain basic principles and practices, 
amongst which commercial secrecy has a very important place, we 
regret our inability to deviate from these basic principles and prac­
tices and sincerely hope that you will appreciate and accept the 
reasons for our inability. 

We would however, like to restate that the termination costs 
were not paid to any Indian citizen or Indian company, consequently 
including any member of the Indian government and any other 
government official. We regret any inconvenience to those parties, 
who have falsely been alleged in news media. 

We once again want to underline that Bofors won the contract 
in direct international competition and as a result of direct negoti­
ations:with)he Government of India without involving any middle­
men etc. We further confirm that said termination costs had 
no effect or influence on the total value of the contract. 

It is important to stress the fact, that India, indeed, is treated 
by Bofors as most favoured customer, which means that the final 
prices in the contract are lower than comparable prices offered to 
any other customer. 

We have learned that a parliamentary Committee is in the 
process of being appointed and we will of course extend our 
cooperation to the committee." 

7.33 The Defence Secretary informed the Committee that not being 
satisfied with the reply of M/s. A.B. Bofors and in order to build up pressure 
on them to give the fullest possible information, the Government of India 
sent an Aide .Memoire to the Government of Sweden on 18th August,. 
I 987 requesting them to expedite replies to the five points raised in Govt. 
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of · India's-Aide Memoire of 17th June, 1987 and an identically worded 
Note Verbale was handed over by our Ambassador in Stockholm to the 
Under Secretary of State for Foreign Trade in the Swedish Forei.gn Office 
on 22nd June, I 987. 

(E) Prelimin:uy i nvestiaation by the Chief District Prosecutor 

7.34 In reply to the above Aide-Memoire, the Governmer:t ofSwfden 
informed the Govt. of India that the Chief District Prosecutor in Stock­
holm (Mr. Lars Ringberg) had deciced on 19th August, 1987 to initiate 
pr"eliminary investigation concerning certain payments made by A. B. 
Bofors in connection with the Howitzer deal. 

7.35 On 21st August, 1987, India's AmbasscUlor in Sweden, sent a 
further Aide Memoire to the Government of Sweden which reads as 
follows :-

"Reference is invited to the press reports reporting the state­
ment of the Chief Prosecutor, Lars Ringberg, that he has clear 
suspicions of bribe in Bofors contract with India and the state­
ment of Harry Schein, Chairman of the Export Credit Board, 
admiu;ng that the State subsidised export credit may have been 
used for paying the bribe. 

•.·· 
The Swedish Audit Bureau's rf·port handed over to Gowrn-

ment of India did not give any indication of suspected bribes. Nor 
did the Swedish Government note forwarding this report gi\e such 
an indication. This is the first time that the Government of India 
has learnt, and that too from the press reports that there are sus­
picions of bribes in this contract, although Gove:nment of India 
has all along asked for full report and . complete clarity in the 
matter. 

Keeping in view the gravity attributed to the statements of the 
Swedish public officials, the Swedish Government is requested to 
give the complete report of the Swedish National Audit Bureau, 
including the portions that have so far not been made available 
to Government of India, without any further loss of time. This 
information is vital to the work of the Joint Parliamentary Commit­
tee which is being set up by the Indhn Parliament to inwstigate 
the matter. It is also necessary for the purpose of Government 
of India to proceed according to the law of the land against those 
suspected of bribery in this business. 

Nothing less than complete information regarding the nature 
and circumstances of the payments by Bofors shall satisfy the 
Government of India." 
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7.36 On 24th August, ) 987, another letter was sent to M/s. A.B. 
Bofors asking some further clarifications namely: 

"(i) That your previous agent in India, who "among others,. 
received part of "considerable amounts" was not an Indian 
citizen or an Indian Company. If so, why, on what basis~ 
and for what consideration were such payments made m 
relation to the Indian contract ? 

(ii) Who precisely were the parties involved in your "international 
consultancy agreements"? Was it one party or more than one 
party? Was there one agreement or more than one agreement? 

(iii) If the amount paid for "winding up" or "termination" is not 
related to the winning of the Indian contract and would have 
to be paid in any case, then; 

(a) Why and on what basis did your Company take the posi­
. tion before the National Audit Bureau that it was 2-3% 
of the order sum ? 

(b) What was the basis of this amount to have been so large ? 

(iv) If the agreements had not been "terminated" or ··wound up" 
what would have been the amounts payable under these agree­
ments ? 

· (v) (a) On what date/dates did your Company enter into the 
"international consultancy agreements" referred to in 
your letter? 

(b) Whom were these agreements terminated ? 

(c) What were the specific provisions for ••termination" / 
••winding up" costs contained in these ••international con­
sultmcy agreements" ? 

(d) How do these compare with the actual arrangements made 
for ••termination"f••winding up" ? 

(vi) Were the payments to the Swiss Company referred to in your 
letter of April, 24, 1987, part of "termination"/"winding up .. 
of the ••international Consultancy agreements"? 

(vii) Does your Company have any knowledge or information in 
its possession, on payments made by your former agent and/ 
or the ••international consultants", whose agreements were 
stated by you to have been ••terminated"/"wc.und up", to 
any Indian citizen or Indian company or any other party 
at the instance of any Indian citizen or Indian cc mpany; if 
so, please specify." 
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The letter concluded by saying, :-

"We demand complete and precise information be furnished 
to us most urgently as detailed in para 5 of our letter of June 16, 
1987, and paras 5-6 of our letter of July 16, 1987, and para 3 in 
the present letter. We would like to make it clear that nothing 
short of clear and cogent answers to the various points and 
directions raised would satisfy us." 

(F) Di>cussions by Ministry of Defence officials with officials of A. B. 
Bofors (Sept. 87) 

7.37 In a letter dat~'d 4th Sepetmbcr, I 987 the Ambassador of Sweden 
inform~d th~ Defence S~cretary as under 

"Pursuant to our telephone conversation last night, I wish 
to confirm that the new Managing Director of Bofors -Mr. Per 
Ove Morbcrg together with the Chief Legal Advisor of Nobel 
Industries Mr. Lars Gothlin are anxious to come to Delhi for a 

.. meeting with the Minister of Defence hon. K. C. Pant, 
· ready to come on 48 hours' notice." 

7.38 In his reply dated 7th September, 1987, the Defence Secretary 
noted that the two officials of Nd-~el Industries were ready to come to Delhi 
and ?vintcd out that : 

"We have been persistently asking both Bofors and the 
Swedish Govemme.tt espt.cially subsequent to the Swedish National 
Audit Bureau's Report to furnish us complete information regard­
ing the payments made by Borfors, the identities of the persons/ 
firms engaged as agents, consultants etc., the services rendered by 
them, the dates and details of specific amounts paid to such agents/ 
consultants etc., copies of the contracts/agreements as weU as all 
relevant facts relating to the transactions under reference. Despite 
repeated reminders, Bofors are still to supply this information ..... . 
It is suggested that Bofors team arrive in Delhi for meeting commenc­
ing on I 5th September. We look forward to them to supply the 
complete information which we have all along been requesting 
from both Bofors and the Swedish Government." 

7.39 Discussions were held between the two officials of Mfs. A.B., 
Bofors who had come to Delhi and those of the Ministry of Defence on 
15th, 16th and 18th September, 1987. The information given by the 
repre::.entatives of the Company was passed on to the Chairman of the 
Comnittee and formed the basis of further investigation by the investigating 
agen::'es as will be seen from the paragraphs that follows. 
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7.40 Summing up the efforts made by the Government of Ir:Cia to 
obtain full information about alleged payments, ,the Defence S;;::etary 
stated 

" .•.... our Ambassador in Sweden and we in Delhi tried all 
conceivable methods of getting this information. We wrote l.!tters; 
we sent telexes. Our Ambassador in Sweden talked to the Govern­
ment of Sweden. We wrote letters to the Government of Sweden 
as well as to Bofors. Whatever could conceivably be done to 
coUect the information was done. We took Parliament into 
confidence immediately. The correspondence which took place 
was placed before Parliament, the objective being that the entire 
picture should be as transparent and should be placed in as . .J~id 
and vivid a fashion before them as possible. I might say by· way 
of general remarks that our letters were couched in stern bnguage 
and sometimes we even made them threatening for the simple reason 
that we were wanting to put a lot of pressure on the supplier firm." 

G. Evidence of the officials of A B Bofors before the Joint Parliamentary 
Committee 

7.41 On 16th September, 1987, the Defence Secretary, wrote to the 
Chairman of the Committee saying that Mr. Per Ove ·Morberg, President 
of Bofors and Mr. Lars Gothlin, Chief Jurist and Senior Vice President 
of the Nobel Industries were in Delhi to explain their position to the 
Government of India in the Bofors deal and that they would also Ilke to 
appear before the Committee. He requested that the matter may be consi-. 
dered by the Joint Parliamentary Committee and their directions conveyed' 
to him. At their sitting hf'ld on 18th September, 1987 the Cor:lm.ittee 
agreed to avail the opportunity of examining the Bofors officials and, if 
necessary, to summon them again. The two officials of AB Bofv:s were 
accordingly examined by the Committee on 18th and 19th Septemb>!r, 1987. 

7.42 In their evidence before the Committee the officials of AB Bofors, 
while · explaining their system of working, stated that Bofors lui very 
few subsidiaries abroad. In order to cover the world market. Bofors 
worked through representatives, and consultants in different c0untries. 
These consultants worked for Bofors in special areas like financing. cJunter 
purchasing and assessing the political situation in difrerent CL'•:.mtries. 
Bofors had entered into consultancy agreements of an exclusive nature with 
these consultants. 

7.43 Towards the end of 1985 when the negotiations for the supply 
of 155 Bofors guns were going on, the then President of M/s. Bvf ... 'rs had 
been called by the Government authorities in Sweden and told that during 
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the conversations between the Prime Ministers of Sweden and India it had 
been made clear that Government of India would not deal with any agents 
while negotiating for the Howitzer deal. In order to comply with the 
assurances given by Bofors that no agents or middlemen will be involved 
in the negotiations, the Bofors terminated agreements with their consul-

, tants and agreed to pay winding up costs to these consultants. 

7.44 Giving details of agreements entered into by Bofors with their 
-consultants, the Chief Jurist of the Company gave the following figures 
of termination costs paid to three firms, •A', •B' and •C' (names not 
.disclosed); which had been assisting them in different field!> such as marke­
ting, technology tran!>fer, engineering, counter purchase, financing etc. : 

;\greement concluded Agreement Termination %of on 
terminated in cost· delivery m 

ex-works 

Firm • A' 1978 1986 188 million SEK 5.75 
Firm •B' 1979 1986 81 million SEK 3.00 
Firm •C' 1985 1986 50 million 3.00 

(Total : 319 
SEK) 

7.45. Asked to state the reasons for the discrepancies in the figures 
,givea by the witness and those given in the Report of the Audit Bureau, 
the: Chief Jurist stated : 

" ...... the Audit Bureau did not take information from us 
and they bad errors-it is perhaps the strongest word that I have. 
The Swedish Audit Bureau, as we know, only had the secret part of 
the Report read for us 30 minutes before they presented it to the 
Minister of Trade in Sweden. 

As far as I remember from this reading, the Report does not 
cover what we have given you here today. We have given you 
much more information than the Report contained." 

He added : 

.. No payments based on the agreements have been made after 
December, 1986. The termination costs were substantially lower 
than the amounts which would have been paid if the agreements in 
force during 1985 had been applied. The final prices in the F. H. 
77 contract to India are lower than comparable prices offered to 
any other customer ...... even if we have paid winding up costs, 
that has not influenced the p:-ice of Indian order.'' 
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7.46 In reply to a question whether Bofors would reimburse the amount 
of 31Y million SEK to the Government of India, the Chief Jurist stated : 

"I would not like to go into the debate concerning the violation 
of the contract. Our stand is very very firm and I think to have 
such debate in this forum is not correct. . According to our opinion 
what we have done and the way we have handled this very extra­
ordinary situation is in no way any violation against the contract 
and the clauses of the contract ........ this price was taken in v~ry 
tough international competition. I must say that what you are 
discussing here is a matter between the Ministry of Defence as 
our customer and ourself. Just now I will not give any answer 
to it." 

7.47. When asked to furnish copies of contracts Mjs. Bofors had with 
these companies and also the termination agreements, the Chief Jurist 
stated 

"We will not hand over these types of .information .....•.. it 
is because of commercial secrecy." 

7.48 In reply to a further que.>tion, the witness stated that all the three 
companies were domiciled outside India. 

7.49 Referring to their Indian Agent, the witness stated that a repre­
sentation agreement was concluded with Anatronic General Corporation 
in 1978, with a commission rate of 2% on delivery ex-works. That 
agreement was terminated in early 1986 and a new agreement for ad111inis­
trative services was concluded. No termination costs were paid to this 
company. 

7.50 Regarding the reasons for termination of the old contract and for 
entering into a new agreement with the Indian agent, the Chief Jurist stated 
as follows 

"The reason is very simple. The old contract was a commis­
sion contract and in order to follow up the requirement made 
by your Prime Minister, the company terminated the commission 
contract with Anatronic General Corporation. That was quite a 
natural thing perhaps. Then the company found that they needed 
assistance for different kinds of services . 

. . . . . . . . that is to assist our personnel in different matters and 
to follow the Indian markets, so to say." 

7.51 About the payments made to Mjs. Anatronics General Corpo­
ration, the witness stated that they were paid 100,000 SEK per year from 
1983 to 1985. Figures for the years 1978 to 1982 were not available. He 
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addej that the agreement provided for a 'minimum level for' commission 
v.-h1.::-t was 100,000 a year ru:id that bad been applied for 1983, 1984 and 
19l:5 .•••.• for 1982 there was a bigger amount.' 

7.52 As regards the new agreement with the Anatronic General Cor-
pora!ion, the witness stated : 

" ...... The new agreement was a different kind of agreement. 
It was an agreement for administrative services. It was an 
agreement for five years with a charge of 100,000 SEK 
per month-1.2 million Swedish Kroner a year. The old agree­
ment was a commission agreement, that is 0.25 million during 
1985 and with a minimum amount of 1,00,000 Kroners per year." 

' . 
7.53 The Committee enquired whether the amount of 100,000 SEK per 
mon~.h for administrative services alone under the new contract, was not 
exces5ive-. The witness replied : 

"That can always be disputed, the people negotiating this 
contract at least thought that it was an adequate amount of money." 

7.54 In reply to another question, the witness reiterated that the pay­
ments to M/s. Anatronic Gt.neral Corporation for the services rendered 
by t~>!m during the p!riod 1978 to 1985~ were paid through Indian Banks. 

1.55 Asked to furnish the details 1()'f amounts paid and dates on which 
the~: were paid tll.rough Indian and Swedish banks, the witness stated : 

"These types of information we have not with us in Delhi. 
So, we can't really tell you. Only we can say is that the winding up 
costs were over 319 million Swedish Kroner and were paid 
through Swiss bank during 1986. There have not been any pay­
ments after December 1986 and there will not be any further pay-· 
ment concerning winding U? cost. But we can't give the exact 
dates for the payment as we dont't have this information with us 
in Delhi now." 

1.55 On his attention b.!ing drawn to a statement of the Chairman of 
the Xobel Industries (Mr. Thunholm) that so far as he was aware, pay­
meL1S had been made to Indians or to an Indian comp:lny in connection 
with the contract, the Chief Jurist ~tated : 

"Sir, now I am in a little awkward situation because Dr. Thun­
holm is the Chairman of my Board and the Company Secretary. I 
think he has been wrongly quoted by the Swedish Journalists, when 
he talked to them. He has no other views on these things than what 
we have expressed and we all very much regret that this interview 
and the answers were put in such a way that you, here in India, got 
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the impression that Dr. Thunholm did not bother about this matter~ 
This is a deep concern for him and als,o for us all in the cor.:,pany 
and in the Board of Directors. You should know that, when. you 
talk to the Reporters, you have to be very precise and I thir.k the 
conversation between Dr. Thunholm and the Special Reporter is 
that, they twisted the words which Dr. Thunholm had made:· · 

7,57 Asked further if they were aware of a company named SVENSKA 
which was stated to be a letter box company and to which payments were 
reported to have been made, the witness stated "we will not comment on 
ilia" · 

7.58 Asked to give his comment on the report of the Swedish National 
Audit Bureau, the Chief Jurist stated : 

" .... As the National Audit Bureau and we could not ag::ee on 
the term of secrecy, they have given a report which perhaps d.xs not 
reflect the whole situation and has given rise to more questiom than 
before when it was published. In order to support the infon::ation 
the company gave to the Audit Bureau, we invited the Bur!J.U to 
appoint a public accountant in S;rveden because the Audit R.treau 
could not keep secret :the information they got from u~. 'As 
Mr. Morberg said in the beginning, commercial secrecy is of great 
importance to a company, specially in the business of arm~ments 
where most of your customers are States and State agencies with 
·very high requirement of classified information and a very high 
requirement that the company can indeed keep confki.:ntial 
information secret and not talk about details, orders, nuLLibers, 
etc. in contracts. We feel that this secrecy must be kept so that it 
does not go to the public. The Audit Bureau could not make any 
kind of compromise. So, they brought their Report with not 
so much information _from us." 

He added : 
" .... the information given in this report is based on other 

sources; for example, information in the National Bank of S-..vderi 
or the other Swedish Bank ........ the National Audit Bureau has 
drawn some conclusions, and the Report was presented to .the 
company about half an hour before the Report was given to the 
Swedish Government. So, the Company have had no opportunity 
of making changes or having discussions about the conclusion5 they 
have drawn in their Report. It is very difficult for us to discuss the 
information in this Report because we have not had the opporn~nity 
of discussing with them what they mean, how they have drawn some 
conclusions." 



125 

7.59 When the Committee enquired whether it was correct that the 
Bof:-::-~ Company had been requested by the Indian Defence Ministry at 
ditfe:ient levels, to ensure that there should be no middlemen or agents in the 
nego;iations for the 155 mm howitzers contract, the President, AB Bofors 
replied : 

''It was absolutely direct negotiation between the Company 
and the Ministry of Defence." 

7.t0 Asked when the payments on account of winding up charges were 
mace and whether any such payments were made after the finalisation of 
the bdian Contract, the witness replied that the payments were made by 
then during 1986 after the signing of the Indian Contract. 

7.61 While clarifying as to why the payments were made after the signing 
of t!'le agreement, Mr. Morberg stated as follows : 

"We had to pay the termination costs in both the situations­
if we have an order and if we do not have an order. Naturally there 
would have been another termination cost if we have not received an 
order. But termination costs we have had to pay in all cases." 

7.6'2 About the currency in which the winding up costs were paid, the 
wit:1e5s stated : ,,. 

"All our payments concerning winding up costs were paid in 
Swedish Kroner and they were paid through Swiss Banks." 

7.63 As regards payments to M;s. Anatronic General Corporation, 
the \\ itness stated : 

"Th~ payment concerning Anatronics, I suppose goes 
through the Indi<m banks ...... But all payments were made in 
Swedish Kroner also for Anatronics." 

7 .6~ When the Committee wanted to know the names of the three 
international consultants, to whom winding up charges had been paid 
by Bofors, the Chief Jurist stated : 

"When we go over to the International Consultancy 
Agreements, we would like to request you, the names which we 
think are rather sensitive, we would like to keep them in 
confiden~iality and we would like perhaps not to mention them 
before the whole session but to give" them perhaps to you. 
(The Chairman)." 

7.65 The Bofors President added : 

"Y otl must understand that for us this is an extraordinary 
stand to talfe-a commercial company to give names (of 

companies) with which we have agreements. That has never 



126 

happened before in Bofors history since we started in 164-6. 
So, this is a very special situation fo·r us. We would appre;::ate 
if this information could be handled as secret as possible ~ nd 
that yon may suggest us how to handle this situation." 

7.66 When pressed by several Members to give the names, the 
witnc~s stated that they had given the names of the three consultant> to 
the officials of the Ministry of Defence, during the course of discuss~ons 
with them. He added : 

"We highly respect this Committee and the work this 
Commit!ee is doing. We have tried to explain the reason why 
we have given the names in one forum. Then, we learnt the 
procedure this Committee will have, and we understand t~at 

the other forum will in one way or other meet this Comm=ttee 
and discuss this issue." 

7.67 The Committee asked the witnesses that if India as a bJ.yer 
asked the seller (Bofors) whether some payments had been made t'J a 
·third party by the seller without the knowledge of the buyer, the quest:on 
.of commercial confidentiality could not come in the way. The Ci:ef 
Jurist stated : 

"I do not want to go into a sort of legal debate about tills 
because that is an interpretation how you look at matters. If 
you have one contract which is not related to another contrJ.~t, 
then naturally the two contracts are not related. If you h:J.ve 
a situation where you have a contract with 'A' and anc:J.er 
contract with 'B', and if contract 'B' is not mentioned in 
contract 'A', then it has nothing to do with contract 'A'. 
That is the legal definition of it. I do not want to go into tie 
different legal aspects of how you look at this supply contrJ.ct 
and the interpretation of the supply contract because t~:1t, 
I think, is a matter between the customer and the comp:1:.1y." 

-'7.68 The Committee pointed out that the National Audit Bur~au 
iiself had stated that the Swedish law did not allow absolute confid~n­
·tiality and that Bofors could not refuse to disclose the names of the 
,rece1pients. The Chief Jurist replied : 

"This is a very tricky question, I must say. You bve 
to see what you read in the context of the meaning of secr~.:y. 
The context of secrecy in that sense was the secrecy the StJ.te 
agencies and authorities have to obey. It is the secrecy coJe 
which the State Officials have to follow. I have not, in anv 

way, tried to use that code here. I am saying that in th~ 
contracts we have with the different consultants there are 
. secrecy clauses which do not permit us to tell a third p:1rty 
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about the contents of the contracts. It is exactly the same 
kind of clause as in the supply contracts." 

7.69 The Committee enquired how the winding up charges could 
be paid as a percentage of the contract value. Clarifying the position, 
in this regard, tLe Chief Jurist stated : 

"I should start with the Audit Bureau's Report. I think, 
they called the Chief Executive of Nobel Industries in this 
regard. I will give you a little background to that. 

We were asked one day to meet the Managing Director 
of the Auditor's Committee and give bin]. some information 
about the background, etc. We gave him thl! information :rbout 

the company, the marketing, etc., and the winding up costs. 
I must say regretfully the Chief Executive in order to simplify 
the case said around 2-3 per cent of the order. That I must 
say, we had regretted quite a lot since then because that has 
been published all around." 

He further explained : 
"The situation is that I have before tried to show how 

the people tried to settle the agreements with the consultants 
and what they had to take .into account when settling such 
agreements. You have to t~ke into account a lot of questions. 
Mostly the time, the length of the agreement has some impor­
tance, the kind of work has some importance, loss of profit 
has some importance and the possibility that you have not been 
able to work for other companies has some importance and 
what you tried today is, so to say, to mix all these things 
together and try to come to some sort of a conclusion. 

If we would have gone to court with these three agree­
ments, I am sure that the Swiss Court would have looked at the 
situation and taken into consideration the possibilities the 
consultants have lost by this termination.,. 

I. 70 Denying that winding up charges had any nexus with the 
.contract value, the witness stated : 

"It was not paid on the contract value. We have taken 
some account to that, I would say You .have to see the situa­
tion. You were in the tum-around of 1985-86. You did not 
know whether you get the order or you don't get the order. 
The situation was that you must in some way or the other 
come to a settlement in order to follow the requirements and 
for a company that was the most important thing that we 
followed the requirements and made arrangements to finalise 

the agreement." 
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7. 71 The Committee desired to know as to why the Government 
of India was no~ informed by Bofors that they would need to terminate 
the existing arrangements and consequently bear such significant expendi­
tUie. The Bofors President stated : 

"There was a meeting in New York between the Prime 
Minister Olof Palme and your Prime Minister Rajiv Gandhi 
about this question ...... when Mr. Gandhi demanded that there 
should not be any middlemen, representatives or agents in the 
negotiations between India and Bofors concerning this con­
tract. 

As Mr. Gothlin earlier mentioned this demand, request 
from your Prime Minister was sent to the former President of 

A. B. Bofors, Mr. Martun Ardbo sometime in November. He 
started the action to fulfil this demand and he also mentioned to 
fhe representative for the Swedish Government in December 

that Bofors had taken action to fulfil this demand. We have 
. taken action to terminate agreements which we ;had with the 

representativesjconsultancies. As now we have heard, this 
message was given from Mr. Olof Palme to Mr. Rajiv Gandhi 
when Mr. Palme visited Delhi in January, 1986. Why 
Mr. Ardbo did not inform the Ministry of Defence about the 
situation, we don't know. 

You must see the situation we had been just in. He was 
in Delhi and we have said before that this was the hardest and 
the toughest negotiation, that our company ever had gone 
through. We had very hard competition and the discussions, 
about how big the order should be, should ammunitions go to 
other suppliers or should it be by Bofors, were going on. 

This was very complicated to have always action at the same 
time. Perha'ps it was behind l.hat that he did not inform the 

Ministry of Defence. Today, we can regret it. But so is the 
situation." 

7. 72 Asked whether the Indian Prime Minister knew that amounts 
would be required to be paid to the consultancy agencies by Bofors, 
the Bofors President replied : 

"We have no exact facts about that. What they have told 
us about that is that Mr. Palme has given this information that 
the Company will fulfil the request. ... We have no exact infor­
mation about that. There are no notes of the meetings." 
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7.7 3 The Chief Jurist added 
.. If we make a note to an ofticial within the Prime 

Minister\, Office or within the Government of Sweden that We 
have to terminate the contract or saying we will or we have 

to terminate the Agreements and that would cost money.· We 
have made our part of this clear. We cannot say as to how 
this message has been sent to your Prime Minister." 

7. 7 4 The Committee wanted to know how much Bofors would have' 
had to pay by way of commissions, fees etc. had the Government of 
India not insisted that there should be no middlemen, the Chief Jurist 
stated : 

"Thl! commission then laid in the end of 1985 was around 
12 per Ct.'Dt. The agreements have a fixed percentage-linear 
percentage. When you make agreements like this, you can 
choose between the linear percentage or you can have some 
kind of steps like up to a certain amount, you have certain 
percentage. And then from that amount to anothet amount, 
you have a linear percentage, etc., etc. In this case, there was 
this linear preccntagc. I think the question is a little hypothe­
tical. What the comp;my has paid in commission has not 
happened because, I think, the company would have tried to 
at least decrease this number to a certain extent because Of the 
size of the order." 

Thc witness further stated : 

' "Sir, you know the price was, I must say, a very good 
price. We have said earlier that the negotiations with your 
people in the Ministry of Defence were very hard. We had 
a very competent and price conscious competitor all the time 
to compete with. I think the question is a little hypothetical 
because this was such a tough negotiation. So, I think, your 
people got to the bottom of the prices of both companies 
competing for this order." 

7.75 The Committee pointed out that the removal of middlemen 
had in fact resulted in lot of savings to the Bofors in the form of lesser 
payments towards charges for termination of contracts instead of the· 
12 per cent commission which would bave been otherwise payable. 
A~kcd whether this also led to a reduction in prices, the witness replied 
in tl1c afiirmativc. 

7.76 Asked to confirn1 that winding up costs paid by Bofors had 
been paid only to companies domiciled outside India and no such 
S /88 LSS /8&-10 
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payment was made to any Indian Citizen or an Indian Company, as 
repeatedly stated in their letters to the Ministry 'of Defence, the witness 
stated : 

"We have made payments to these companies domiciled 
outside India and we have not given any instruction to make 
payments to any Indian company or citizen." 

7.77 Asked whether, the payments were not excessive, the Chief 
lurist stated 

"Sir, neither Mr. Morberg nor myself were involved in 
these discussions. When this matter was raised here we were 
forced to look into this issue. Afterwards you can alway~ say 
that thi-; amount is a little higher ; how could you pay out such 
large amounts. As the people have told me, the situation was 
a little hectic. They had to terminate and we may well say 
. that in one (case) of the winding up charges we did not 

succeed well in the negotiations. Well, I have no opinion 
whether the amount is excessive or not." 

7.78 In reply to a further question as to how they could Satisfy the 
Committee that the payments were not made for any illegal purposes, 
the witness .replied : 

'"How shall we prove the opposite ? We cannot go into 
other company's booksi and prO\·e so. What we can do is to 

show you here sincerely and at least try to make it clear that 
from Bofors side, we, in no way, have tried to conspire or tried 
to persuade some other company or some other persons to pay 
anything to SO'I1le individual in the Indian Government or any 
other Government official in order to win this order. But the 
whole exercise, the termination of the contract and the termina-

tion cost was to avoid everything." 

7.79 The Committee pointed out that the media had moo.tioned 
names of several individuals who were reparted to· have received bribes 
or kickbacks. Asked what they had to say in thlS regard, the Bofors 
President stated : 

. ~-·"We regret that we have this slander and so on-and 
peopk have been accused for such things. But it is impossible 
for us to giv·e certificates about this matter. We can only state 
that we have not given any instructions to pay any persons 
through this company." 
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7.80 Asked how they could be sure that the companies to whom 
payments had been IQade, did not i'nduJge in illegal ~ctiviti~s, the witness 

stated : 

..... We do not know exactly what they ha'Ve done with the 
money, but we can assure you that we· have not. given any 
instruction to pay the bribe or something like thctt' ...... we ba'Ve 

not conspired with those companies to do anv illegal activity." 

7.81 In reply to a question as to bow the price of the Indian con-
tract had been negotiated, the Chief Jurist replied : 

"The con tract negotiations started ·with our company and a 
French company before Chirstmas in 1985 and they lasted till the end 
of March 1986. During all this period, the price issue' was on the 
table and the Ministry of Defence made a very thorough compara. 
tive study on prices. They worked out all the aspects in great detail. 
If you see the enclosure on price list to the contract, you .find that 
details about price!~ and other aspects are given for thousands of com­
ponents. During all the negotiations, on every possible· situation 
your people tried to decrease the price. I think all the time they com­
pared our prices with the french prices and if the rate offered by the .. - . . 
French for certain components was lower than ours, they came 
back to us and asked us to reduce the piice accordingly~ We can say 
that your people drew on the two competitors all the time to see that 
the price was reduced. They have, indeed, a very experienced way of 
negotiating." 

7. 82 The Committee enquired how the price of the conttact negotiated 
by the Government of India compared with the prices settled by Bofors in · 
<>ther contracts for the same gun. The Bofors President replied:-

"We say that the final prices in the contract for India are lower 
than the comparable prices offered to any other customer. It means 
'that India is treated as the most favoured customer. For example, 
for the same ·field howitzer, the price offered to India is lower than the 
price offered to the Swedish Army. This statement can be verified 
from the Public Accountant." 

H. Report of the Investigating .Agency 

7. 83 During their discussions with the officers in the Ministry lilf 
Defence before they were examined by the JPC, on 18th and 19th September, 
1987, the Bofors representatives Mr. Morberg and Mr. Lars Gothlin had 
passed on certain information to the Ministry of Defence, which subsequently 
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was'passcd on to. the Committee. Following are the details of the thr~e com­
panies to whom .M/s. A.B.' Bofors had paid windi~g up charges::_ . -

"(a) Srenska Inc.: registered in Panama. 

Following are the Direct01 s of the ·company : 
(1)· C.F. de Perez · 
(2) V.C. de Rodrigues. 
(3)' M.R. Sarmiento 

Its address in Panama is Po~t Box No. 5284 Panama-5. This com­
pany, though regtstered in_ Panama, functions mainly in Switzeriand. 
from the following address:-

2, Rue Du la Confederation, 
· · · · Geneva, Switzerland. 

This Company had· a general consultancy agreement with 
M/s. A.B. Bofors regarding sales of their products and the territories. 
io be cov~red included India and some other Asian countri~. This 
agreement was entered into in 1978 and provided for payment of 
. ~. 75 ~~ 'CQmmission on sales. The agreement was terminated in early 
1986 and ~indi~g up charges amounting to SEK 188.4 million wete 
paid to the company through normal banking channels. 

·(b) MORESCO[MOINEAO S.A. (PITCO) 

MORESCO is not the name of the Company but a teference­
(code name) for MOINEAO S.A. registered in Switzerland (when 
the agreement was signed in 1979, the ref~rence name was PITCO). 
Following are the Directors of the Company:-

( l) J.P. ESBINO 
(2) M. BIGGS 
(3) M. ESTRIB{ 

The address of the Company is 30, Rue du Rhone, Geneva,. 
Switzerland. 

The bankers of the Company are Credit Suisse, 2, Place Belle­
Air, 1204 Geneva and Manufactuters' Hanover Trust, New York. 
Geneva Branch, 84, Rue de Rhone, Geneva. This Comp:my also 
had an agreement with Mjs. A.B. Bofors signed in 1979 for providing 
general consultancy for their sales and they wt:re to be paid 3~~ com· 
mission on the sales. The contract was terminated in January, 1986-
and winding up charges were paid in thret:. instalments as follows:-

(1) SEK 37 Millions 
t2) SEK 12 Millions 
(3) SEK 32 Million-:; 
Total: SEK 81 Millions 
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The amount of SEK 32m. was credited in a Swiss Bank account 
with code name 'LOTUS'. 

Mr. La Fonte an employee in Credit Suisse is .aware of these 
payments. 

(c) A.E. Services Limited. 

The Company is registered in U.K. The Directors of the Com­
pany are:-

(l) M.T. Stott 

(2) R. Zumbrunnen 

139, High Street, Guildford, 

Surrey, G.U.-1, 3HL, U.K. 

An agreement with this Company was entered into in ·1985 and 
the company was entitled to receive 3% commission on Sates~ Tho 
Company represented M/s. A. B. Bofors in India and some other 

·countries. The agreement was terminated in early 1986 and an amount 
of SEK 50 millions was paid as winding up charges through normal 
banking channels. 

The Company's bankers are:­

Nord Finanz Bank, 

1, Bahnhofsstrasse, •t:. H. 8022, . 

ZURICH." 

The agreements entered into with these three companies for payment 
of commission on sales did not have any termination clause. According to 
M/s. A.B. Bofors negotiation& were held with these companies and the agr~ 
ments wer~ terminated and winding up charges to the thtee companies amount-· 
ing to SEK 319.40 million were paid. 

(d) Mfs. Bid Engineering Pvt. Ltd~ Singapore: 

· 40% of the capital of this Company is owned by a party in 
Bombay. It is reported that Nobel Industries, the parent Company 
of BOFORS had a company to look after the it interests in Singapore. 
The Company is reported to be non-operational and the majority 
of the shares are held by a Swedish subsidiary of Nobel Iildustries. 

(e) Anatronic General Corporation of Win Chadha 

Agreement with this company was· entered into in 1978 and 
initially 2% commission was to be paid on sales. The commission 
was 1 educed to 0. 25% in 1984 and the agreement was terminated in 
January, 1986. No winding up charges in lump sum were paid to 
this Company, but SEK 100,000 were to be paid every month for 
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administrative support services for a period of five years from 1986. 
Total payments made to this ·eompany so far ar~ as follows:-· 

1978 Nil. 
1979 Rs. 72,542,00 & SEK 108859 
1980 Rs. 2,03,159.00 
1981 Rs. 12,09,740.00 
1982 Rs. 5,71,573.00 
1983 Rs. 1,59,863.00 
1984 Rs. 1,36,148.00 
1985 Rs. 1,39,870.00" 

7. 84 The Chairman, Joint Parliamentary Committee, sought the help 
of the investigating agencies of the Government of India viz. the Central 
Bureau of Investigation, the Directorate of Revenue Intelligence and the 
Directorate of Enforcement to verify the above information and investigate 
in the matter under inquiry and assist the Committee [in terms of paragraph 
{6) of the Motion for constitution of the Committee] in ascertaining whether 
any Indian resident in India or abroad or any Indian Company or foreign 
company associated with Indians was involved in the receipt of payments 
made by M[s. A.B. Bofors to these three companies. · 

7. 85 The Investigating Agencies, after making inquiries both in India 
and abroad through personal visits and through our Missions and other 
sources abroad, particularly with the assistance of Interpol, tried to obtain 
the maximum possible information. Based on the available information 
they gave their Report to the Chairman on 22nd February, 1988. The 
Report was made available to the Members for study on 24th February, 
198.8. and thereafter. The main findings of the Investigating Agencies in 
relation to the three companies, which had been paid winding up charges 
by M[s. A.B. Bofors, are given in the following paras :-

(a) M{s. Svenska Inc. Panama : 
The Investigating Agencies have reported that the information 

abBut the company ascertained through official sources revealed that the 
names of the three Directors were : 

(l) Carmen Fernandez de Perez-President 
(2) Virginia Cover de Rodriguez-Vice President 
(3) Marcela Rangel de Sarmiento-Secretary. 
These are the same as given byMfs. A.B. Bofors. 
The objectives of the Company are : 

(a) To establish. to promote and carry out import and export of 
securities, possessions and effects in all the branches; moreover 
the operations with financiers, capitalist, insurers. promotors 
of the shares emission. 
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(b) to establish companies, to construct, pqrchase, to rent and 
load vapor boats or any kind ·of this, indeed like airplane and 
ground transportation and used for transport crews or raw 
materials and any kind of products to any nature, betw~n any 1 
country, port or airport in Panama and all the world.'' 

Enquiries conducted in Panama revealed that the company was 
managed by an advocate, Ms. Marcela Rozas de Perez, who was also acting 
a8 the local representative of the company. The Investigating Agency also 
gathered that the President, the Vice President-cum-Treasurer and Secretary 
of the company were all ladies and were not persons of any means and that 
is why her office address had been given as their address. Initially, Jose 
Antonio Valdes Dutary was the President of the._Compan·y, but later Ms. 
Carmen Fernandez de Perez was made the President. n.e advocate infor­
med that she had hired the Post Box for receiving the mail of the company, 
but to her knowledge since the incorporation of the company, there were 
hardly any transactions. However, she used to be paid her retainer fees 
and service charges from Switzerland. During the last 2 years she has not 
received her retainer fees and service charges etc. from the principals and, 
therefore, she has discontinued the payment to the Post Office for the Post 
Box:. She did not know anything more about the functioning of the com­
pany and its activities. From the companies registration office, no returns 
or. annual statements of accounts. ~n respect of this company were found. 

Enquiries. conducted at the address in Geneva viz. '), Rue Du · Ia 
Confederation. disclosed that it is the office of the Swiss Bank Corporation 
and obviously this is the address of the bankers of Svenska Inc .• Panama. 

(b) 1\l~o/Moineao S.A. (PITCO) 

According to Mfs. Bofors one Mr. La Fonte, an employee of Credit 
Suisse (Bankers) was aware of the payments made to the company. The 
inquiries made by the Investigating Agencies revealed that no person . by 
that name was working in this Bank. 

Enquiries made at the Companies registration office, Geneva and 
scrutiny of published information in respect of aU companies registered jq 
Switzerland revealed that no comnany by the name of Moineao S.A. is 
registered in Switzerland. Similarly, the names of MORESCO and PITCO 
were also not found in these records. Physical verification at the address 
given byMfs. A.B. Bofors, viz. 30, Rue du Rhone, did not show the existence 
of any of the three companies, MOINEAO S.A., IV:ORESCO or PITCO. 
There was no sign board showing any of these names at this address .. How­
ever, since it had been learnt during initial enquiries that Moineao S.A. 
was registered in Lausanne, enquiries were made in the Lausanne Registry. 
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From the ·particulars given, it is seen that this is a company whose 
business is "Trade in Immovable properties ... The address at Lausanne is 
Cfo Bernard Nicod S.A., another local firm. The~ present Directors of the 
company are:-

(1) Mr. Clande Blanchet, citizen of Clees, residing in Lausanne, 
Secretary. 

(2) Mr. Maurie;! Blyard, citizen of Riex residing at Lausanne, Ad­
ministrator. 

(3) Mr. Willy Mock, citizen of Appenzell, residing at Payeme, Pre­
sident of the company. 

The names of the three Directors, who all are residents of Switzerland are 
different from the names of Directors furnished by M/s A.B. Bofors. 

However, M/s Credit Suisse, 2, Place Bol Air 1204, Geneva were 
aware-of the transactions relating to receipt of payment by M/s MOINEAO 
S.A. This bank did not disclose any information to the Investigating Agencies 
on the ground that it would be a criminal offence under the Swiss Laws gllvern­
ing Banking S~c:ecy, particularly under Sections 271 and 273. 

Further, Manufacturers' Hanover Trust, 84 Rue du Rhone, Geneva. 
(the second banker whose name was given by. M/s A.B. Bofors) did not have 
any transactions with M/s MOINEAO S.A. or MORESCO or PITCO and 
no transactions were made through them by the aforesaid Companies to 
make payments to any Indian residing in India or outside India through their 
Branch.· 

According to the Investigating Agencies, the functioning of this 
company seems to be mysterious as no trace of this c~mpany has been found 
at the address in Geneva given by M/s A.B. Bofors. It seems the company 
registered in Switzerland is only a front organisation being run for persons 
not residing in Switzerland. 

(c) M/S A.E. SERVICES LTD. 

· The Investigating Ag~ncies have found that a c:>mpany called Target 
. Practice Ltd. had been incorporated in London on 27th July, 1978 with a 
nqminal capital consisting of 100 ordinary shares of£ 1 each. Only two shares 
of £1 each were subscribed. The promotor of the company was one Major 
R.A. Wilson, a retired army officer who was with the Gork.ha Regiment in 
India till 1947 and later in the British Army upto 1962. He specialised in 
defence c .. n~racts and is supposed to be one of the important lawyers in the 
field. On 9th August, 1979, the name of the company was changed to A.E. 
Services Ltd. The ultimate Holding Company is CIAOU ANSTALTVADUZ. 
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registered in Liechtenstein. Among the new directors were Mr. Myles Tcedale 
Stoot and Ms. Rita Zwnbrunnen whose names were given by Bofors. They 
both had one share each of £1 while 98 shares all of £1 each were held by 
Division Beneficiaries Accrediteurs Ltd:, 1501 Hutchison House, Hong Kong. 

Major R.A. Wilson informed the Investigating Agencies that M/s 
A.E. Services Ltd., U.K. was connected with M/s. A.B. Bofors for the Bofors 
Contract with India. M/s. A.E. Services Ltd. had entered into an agreement 
with M/s. A.B. Bofors some time in 1985 to represent Bofors in India and 
same other countries. The A.E. Servic!S-B.)fors C>ntract contain carefully 
drawn secrecy clauses. 

The Investigating Agencies were informed t~at this agreement had 
to be ·cancelled following pressures placed upon Bofv'rs by the Swedish Go­
vernments' dicision that there should be no middlemen; Cancellation occurred 
effectively on 5th March, 1986. At that time the only advice given by M/s. 
A. E. Services Ud. to Bofors related to the manner and timing of negotiations 
and the content of the contract. The advice was given to Mr~ Martin Ardbo 
personally. M/s. A.E. Services Ltd. had done no work in India. Bofors assured 
Mfs. A.E. Services Ltd. that there should be a payment made embracing the 
work done and compensation for the loss arising to M/s. A.E. Services Ltd. 
upon cancellation. Payment would be made within six months of 5th March, 
1986. The payment was to be of the order of US S 7.3 million. Mr. Wilson 
confirmed that M/s. A.E. Services Lt~, U.K. were paid US S 7.3 million on 
or around 11th September, 1986. He further stated that this amount has been 
kept in Mfs. Nord Finanz Bank, l, Babnhafsstrasse, CH 8022, Zurich. He 
stated that this amount has not been utilized so far. So that if any demand 
is received from the Inland Revenue Department on M/s. A.E. Services Ltd., 
U.K. the same would act as a cover. No Indian or any Indian legal entity 
whether resident or non-resident in India is connected with the holding com­
pany CIAOU which stands for Consortium for Information Assimilation and 
Output Unit. This organisation has a number of "units" in different countries 
(but .none in India), consisting of Ia wyers, accountants, consultants and other 
experts to obtain vital information which is assimilated and proce::;sed into 
useful intelligence and made available to manufacturers/suppliers of defence 
equipment; in other words-in case a manufacturer of defence equipment/ 
supplier is on the lookout for a market for his product, M/s. CIAOU helps 
••to open the door" to such markets. No Indian individual, received any 
payments whatsoever from the compensation given by M/s. A.B. Bofors to 
M/s. A.E. Services Ltd. 

(d) Anatronic General Corporation of Shri W. N. Chadha 
The enquiries made by the Investigating Agencies about the role 

of Shri W. N. Chadha revealed that prior to 1984 Shri Chadha used to 
receive his commission through Government of India, i.e., after the delivery 
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was completed, the company used to get 98 % and 2% was given to him 
by the Government of India .. However, in 1984, the position changed. 
He and other lndian representatives were barred from participating in 
any negotiations regarding defence deals including discussions on tech­
nicalities and price structure. 

The Investigating Agency was informed that Shri W. N. Chadha 
owns three concerns, viz, AGC, Hertz Agencies Pvt. Ltd. and AGCPL­
the first being his sole proprietary concern and the other two being private 
limited companies representing various arms manufacturers. According to 
him he has received payments which were due to him or to his concerns 
except in one or two cases which were under dispute. He also mentioned 
that after the recent hue and cry, Bofors had not made monthly payments 
of 1 lakh SEK since July, 1987; he however, expected to receive these sums 
shortly. 

Copies of Agreements signed in 1981 and 1984 by M/s Anatronic 
General Corporation (AGC) with AB Bofors were furnished by Shri Chadha 
on 6th January, 1988. He, however, failed to furnish a copy of agreement 
entered into in 1978. A copy of the agreement between AGCPL and AB 
Bofors effective from 1-1-1986 for providing administrative consultancy 
services was recovered and seized during search on 5th June, 1987. 

Details of payments received by AGC and AGCPL from AB 
Bofors from 1979 to 1987 (upto June, 1987) are as follows :-

AGC 

Year 

1979 
1980 
1981 

1982 

Total amt. received in Rs. 

2,80,324. 81 
2,03,159.00 (Net amt. credited Rs. 2,01,158.86) 

12,09,740.00 (Including Rs. 4,25,605 being 
trial expenses received separately). 

5,71,573.00 (including Rs. 2,98,485 being 
trial expenses received separately). 

1983 1,59,863. 00 
1984 1,36,148.00 
1985 1,39,870. 00 
1986 84,033. 62 

AGCPL 1986 21,35,539.48 
1987 10.00,461.22 
(Upto June 1987) 

Total Rs. 59.20.712.13 
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Representation Agreements of 1981 and 1984 

Under the agreement . 'of September 12, 1981 Bofors appointed 
M/s Anatronic General Corporation, C-4, Main Market, Vasant Vihar, 
New Delhi-110057 (India) as their sole representative for the Republic 
of India "to promote the sales of Bofors ordnance and ordnance stores to 
the government authorities concerned and to their domestic suppliers of 
ordnance within the Territory". 

Gause 6 of the agreement re. 'SECRECY' reads as follows :-

"During the time this agreement is in force, as well as after 
its termination, the Representative shall observe full discretion, 
both internally and externally, as regards all bus.iness matters relat­
ing to Bofors, such as pricing, designs, experirtlents and studies, 
operations and production conditions etc. Information of the 
kind herein mentioned must not be used in any way other than as 
required in order to carry out the activities of the Representative 
according to this Agreement. 

Bofors agree, during the life of this Agreement and thereafter 
to treat all information received from the Representative in 
connection with the Representative "s performance of this Agree­
ment as strictly confidential and for its own use hereunder, unless .... . ' 

it is evider.t thtt such information can be forwarded to a third 
person without any damage to the Representative." 

Clause 7.1 provides for remuneration as under 

Remuneration and Commission : 

"Bofors shall pay the Representative as compensation for its 
activities under this contract and as reimbursement for its expenses 
an amount of SEK 100,000 (Swedish Crowns One hundred thousand, 
per annum counted from October 1, 1981, of which 1/4 (One Fourth) 
is to be paid in January, April, July and October, respectively." 

Clauses 7. 2. 1 and 7. 2. 2 provide for payment of commission of 
2% on payments received by Bofors on sales of licences or plants for the 
manufacture of ordnance within the time of validity of the contract. 

The agreement of lOth May, 1984. provided for payment to the 
representative as compensation for its activities and as re-imbursement for 
its expenses an amount of SEK 100, 000 per annum from October 1, 1984. 
In addition, the representative was entitled to a commission of 0.25% on 
the ex-works value of orders for ordnance or for sales of licences or for 
sales of Plants for manufacture of ordnance within the time of validity of 
the contract. 

(Cl. 6 was the same as in the earlier agreement). 
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7.86 The Committee have also been furnished with' a position note on 
a case of FERA violation involving Shri W.N. Chadha subsequent to the 
receipt of the Report of National Audit Bureau, Sweden, which inte,·a/ia 
·pointed out that AB Bofors have paid considerable amounts to their pre­
vious agent in India. It has been stated that the payments, as referred to 
above, have been duly reflected in the books of accounts of the company. 
So far, no other evidence is available regarding any other payments having 
been due or received by AGC, AGCPL or Shri W.N. Chadha. 

(V) Inquiry in Sweden : 

7. 87 As directed by the Chairman, JPC, the investigating team met the 
following officials in connection with the inquiry :-

(1) Mr. CARL JOHAN ABERG, 
Under Secretary of State. Ministry for Foreign Affairs, 
Trade Development, Fredsgatan 85-10333, 
STOCKHOLM 
Sweden. 

(2) Mr. AKE GUSTAFFSON, WN 
Director, Legal Division, 
SVERIGES RIKSBANK, 
S-10325, STOCKHOLM, 
Sweden. 

(3) Mr. SVEN HIRDMAN 
Inspector General of Military Equipment. 

The fofiowing points emerged from the meetings/discussions held 
with the above officials :-

Ministry of Foreign Affairs, Stockholm : 

(i) Mr. Carl Johan Aberg, the Under Secretary of State, Ministry 
of Foreign Affairs and Trade Development stated that the Chief 
District Prosecutor, Mr. Lars Ringberg, had, after conducting 
the preliminary investigation, issued a statement on 25-l-1988 
to the following effect :-

"Representatives of the Nobel Group have been questioned. 
In this connection, special importance has been attached to the 
questioning of executives of the subsidiary company Bofors. Admis­
sions of the disbursements in question have been made and also 
explanations and motives for them given. It has not been possible, 
however, to obtain details of which persons received payments. 
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A judicial inquiry similar to our preliminary inquiry concerning 
possible bribery offences has not been commenced in India. Thus, 
neither written nor oral evidence has been obtained through the 
inquiry undertaken with regard to whom payments were made and 
the reasons for them . . 

In view of this, and since it cannot be expected that information 
of decisive importance for the matter of prosecution could be 
obtained by continuing the inquiry, the preliminary inquiry is 
withdrawn." 

(ii) In view of the fact that no Swedish Law had been violated, 
Mr. Aberg stated that the evidence secured b.y the Chief District 
Prosecutor, Mr. Ringberg would not be available to the Joint 
Parliamentary Committee. Mr. Aberg also stated that no 
evidence of any kind was found by the Chief District Prosecutor, 
Mr. Ringberg, to show that bribes were paid to any Indian~ 
whether resident or non-resident in India to win the Indian 
contract by AB Bofors. 

(iii) As the Chief District Prosecutor (Mr. Lars Ringberg) did not 
find violations of any Swedish Law, he did not continue his 
investigation further to find-• out whether in terms of the con­
tracts, the payments made by AB Bofors to their agents are in 
fact "winding up costs'' and not commissions as payable under 
the original agreements. 

(iv) The information relating to the details of the payments of SEK 
319 million was given by the SVERIGES RIKSBANK (The 
Bank of Sweden) to the Chief District Prosecutor on the strict 
promise and understanding that the said information will be 
kept secret as it is protected by Section 5 of the Official Secrets 
Act of Sweden. In the circumstances, it may not be possible 
for anyone to confirm or deny whether the details published 
in the Swedish Newspapers regarding amounts paid, names 
of recipients, account numbers, etc. are in fact correct. 

(v) As far as the Government of Sweden is concerned, they are not 
doing anything further in the matter, and it is for AB Bofors 
to clarify, if necessary, the position and dispel any doubts. 

The Sveriges Riksbank, Stockholm : 

(i) The Director, Legal Division, Sveriges Riksbank (The Central 
Bank of Sweden) stated that "AB Bofors complied with the 
procedure and registered the remittances to be made by AB 
Bofors to their agents abroad in connection with the Indian 
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contract for supply of FH: 77 Field Howitzers, and there was 
· no violation of Swedish Law. • 

(ii) Under Chapter 9, Section 5 of the Official Secrets Act, "Secrecy 
applies at the Riksbank for matters regarding issuance of 
permits and supervision according to the foreign exchange 
legislation as to information about the personal or economic 
circumstances of an individual or a legal entity, unless it is 
evident that the information can be disclosed without causing 
harm or damage to the individual or the legal entity. 

(iii) RIKSBANK did give the details of payments/remittances made 
by AB Bofors to their agents, to the Swedish National Audit 
Bureau, as well as the Chief District Prosecutor, Mr. Lars 

. Ringberg, but both of them are bound by Section 5 of the 
Chapter 9 of the Official Secrets Act of Sweden. 

(iv) In view of the legal position explained, Mr. Gustafsson (Director, 
Legal Division, SVERIGES RIKSBANK) regretted that he was 
not in a position to assist the visting team with details of the 
transactions and for the same reasons both the Swedish National 
Audit Bureau and the Chief District Prosecutors' Office will 
not be able to give the documents which were secured by them 
during the course of their respective proceedings. 

(c) Inspector-General of Military Equipment, Ministry of Foreign Affairs, 
Stockholm: 

(i) The Inspector-General of Military Equipment, Mr. Sven 
Hirdman, stated that he had personally gone through the do- · 
cumentation from 1975 till date and there was nothing to indicate 
that the Swedish Laws were violated as far as the Indian contract 
was concerned. He added that it was a good contract, in as much 
as, the Swedish Government gave assurances of continuity of 
supplies, good financial and credit terms and there were solid and 
good reasons for both the Governments to enter into a Memo­
randum of Understanding and the contracts between AB Bofors 
and the Ministry of Defence of the Government of India. 

(ii) Mr. Hirdman stated that he had gone through the Swedish 
National Audit Bureau's report and there is nothing in 
that report to indicate that bribes have been paid to Indians 
resident or non-resident in India to win the contract. 

(iii) Mr. Hirdman further stated that while he could confirm that an 
amc»unt of SEK 319 million was paid by AB Bofors to their 
a!ents in the context of the Indian· contract, he did not have 
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any details to give the break-up as indicated in the Swedish 
newspapers regarding amounts paid, names of recipients, bank 
accounts nos., etc. He was also not in a position to clarify whet­
her the amount of SEK 319 million paid by AB Bofors to their 
agents in the context of the Indian·contract constitutes "winding­
up costs" and not "commissions" ~s payabie under the original 
arrangements. Only AB Bofors will be able to clarify this question. 

(iv) The Swedish Parliament's Committee on Constitutional matters, 
will be holding its hearing shortly in March-April, 1988, and the 
focus of the proceedings would be:-·. 

(a) Whether the Memorandum of Understanding between the 
two countries is in accordance with the Swedish Law; and 

(b) The role of the Swedish Government in concluding the 
contract. 

Findings of the Investigating Agencies 

In the light of the facts stated in the p:<!;;eding p3.ragraphs, the Inv~sti~ 
gating Agencies have concluded:- · · · · 

"(i) It has not been possible. tb identify the real owners of the three 
companies, whose names were furnished by M/s. A.B. BoforS, 
viz. : 

(a) M/s. Svenska Inc. Panama 

(b) M/s. Moineao S.A. Lussane, Switzerland 

(c) M/s. A.E. Services Ltd., U.K. 

The companies have been registered in tax havens obviously for 
the purpose of tax avoidance and secrecy. Svenska Inc. Panama 
is not reported to have done any business during the last two years 
and perhaps even earlier. 

(ii). The nature of services provided by the foreign companies to 
M/s. A.B. Bofors in securing the Indian contract, till the termi­
nation. of the Agreements with them by payment. of winding-up 
costs are not known except to a limited extent in the case of 
M/s. A.E. Seryices Limited. . 

(iii) Even in the case of M/s. A.E. Services Ltd., from the available 
details it seems that this company was b~ought into picture in 
November, 1985 and at the insistence of the Indian GovemmePJ.t 
that no middlemen should be employed in the contract being 
executed by M/s. A.B. Bofors, this agreement was· terminated· 
and a lump sum payment was made to M/s. A. E .. Services Ltd. 
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(iv) The information furnished by Shri W.N. Chadha of A1_1atronic 
General Corporation, shows that no payments of a large scale 
were received by him prior to 1986 and the payments received in 
India upto 1985 were for services rendered during the trials of 
the guns and negotiations of the contract. The details of the 
amount'\ p~id to him as given by M/s. A.B. Bofors tally with the 
detail,; of the amounts furnished by him in his income tax re­
turns. 

(v} The information available at this stage does not show the in­
volvement of any ·Indian, residing in India or outside India or 
any Indian associates in the large payments amounting to 319 
million Swedish Kroners. M/s. A.E. Services Ltd., one of the 
three companies has categorically stated that no payment has 
been made by them to any Indian residing in India or abroad or 
to any Indian associates and has even signed a declaration 
to that effect." 

I. Comments of the Ministry of Defence on the Report of the Investiga~ 
Agencies 

1. 88 As per the decision of the Committee, opportunity was given to the 
Defence Secretary to give his reactionsjcomments on the findings of the 
Investigating Agencies. The Committee closely questioned the Defence 
Secretary on the subject at their sittings held on 26th and 29th February, 
1988. In reply to most of the questions, Defence Secretary stated that since 
neither he nor any of the officials of his Ministry were associated with thC' 
work of the Investigating Agencies. they were in no position to give their 
reactions. However. information on some of the points on which they 
had personal knowledge was given by them to the Committee as under. 

7. 89 The Committee drew the attention of the Defence Secretary to the 
information given by the Investigating Agencies that MORESCO had rccehed 
81 million Swedish Kroncrs of which an amount of SEK 32 million was 
credited in a Swiss Bank account code-named as 'LOTUS'. Asked whether 
the Ministry were aware of this payment, the Defence Secretary stated:-

"The expression of LOTUS first came to notice through the 
media and subsequently when we talked to the representatives of the 
Bofors, they mentioned about it ..... We questioned them specifically 
on this issue. They pointed out that it is an accepted convention 
in Swiss banking circles that if somebody wants to adopt a specific 
name for an account, that is permitted." 
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7. 90 The Committee pointed out that inquiries made by the Investigating 
Agencies about La,' Fonte, who was stated by Bofors to be an employee of 
Credit Suisse (Bankers) and who was stated to know everything about these 
payments, had revealed that no person ·of that name was on the staff .of the 
Bank. ·The Defence Secretary stated that Bofors were not very definite about 
this person. As the name had appeared in the media, the Bofors' representa­
tives were specifically asked about this person. To this. they . had . replied: 
''He is, perhaps. an employee of the Swiss-Geneva Bank who handled this. 
account known as LOTUS''. 

I • 

7. 91 The Committee pointed out that the lnvef.tigating Agencies: 
had in their Repott stated that Shri W N Chadha had "received a commis­
sion of 2% through the Government and enqttired whether Government 
was aware of any such payment.· The Addition~:ol Secretary, Ministry of 
Defcnc.:, f>tated : · 

''ln would like to say ·that ~s far as this p:.l.rticular statement 
is concerned, we are not in a position to tell you unless we are 
aware of the contract .... But I would submit for· your kind con-­
sideration that accvrding to the authorised policy of the Govern-. 
m;::nt, commission up to 2 p~;~. cent at that time, i.e., before the· 
period that we are talking about was payable for large value con­
tracts. Now Sir', whether that 2 per cent was payable only in rupees. 
and whether in this particular case that you are talking about-­
because he has been representing them from 1978-79:--was p_ayable 
through Government, it is not possible for us to s2y anything unless. 
we know the contract. 2 per cent was acceptable percentage because 
the policy allowed such payment." 

7. 92 Asked whether in the light of· ~he Report of the Swedish 
National Audit Bureau, the Ministry of Finance were asked to carry out 
investigations to find out if any offence had been committed under FERA, 
etc., the Defence Secretary stated : 

" ...... we had written to the Finance Secretary. I have with· 
me letters dated April 20, 1987, April 22, 1987 and April 23, 198.7 
in which I hayc requested the Finance Secretary who is in charge 
of the Directorate· of Economic Intelligence as· well as the Directo· 

. rate of Enforcement, to take steps in this matters." 
. . 

J. l~urther evidence of AB Bofors' . . . . 
7.93 On 7th April, 1988, the Committee recorded further evidence of the 
representatives of AB Bofors. 

7.94 The Co:nmittee pointed out that· the inquiries made by .the 
Investigating Agencies had shown that details fwnished by them regafd'i'Dg. 
S /83 LSS /!!8-11 
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the three companies to whom 'windrng"'\lp' charges totalling about 
319 million SEK were paid by Bofors were not susceptible of verification. 
They pointed out that the names and addresses of the companies given 
tCJ the Ministry of Defenc~ were not found to be correct. The Committee, 
therefore, wanted to know the details of payments made to these three 
.companies, and for what servic;!S, banks through which the payments were 
made, the nam'!s.. of persons paid and their account numbers. Mr. Morberg 
.of 1\B Bofors stated : · · 

"You must see that all the information we have gi\en is an 
extraordinary step from our side. We have given this information 
because India besides Sweden is our most important customer 
and we have aho given aU the reievant information because we 
respect the Padiament of India. All the d;:taih had been passed 
on to the- Pro3ecutor conc.!rning payments, account numbers and 
so on, though all the details are not important. 1 think the Pro­
secutor had confirmed what we stated to the Committee in September 
last year that we have paid to three companies and we had paid 
319 million Swedish Kroners by way of winding up costs. There­
fore, we will not go further and give more information over and 
above what we have already given." 

7. 95 The Committee pointed out that in respect of two of the 
-companies, the Directors named by Bofon. could not be traced and it 
.appeared that they were merely 'letter-box companies'. To this, Mr. 
Morberg replied :-

"Winding up charges have b~en paid to these three companies. 
We will not give any further information conc.!rning these com- · 
panies more than what we have already given. This is the stand 
we have taken before the Prosecutor in Sweden." 

7. 96 In reply to a further question· whether there' were any Indians 
.-'.vho might. have been directly or indirectly connected with the three com­
:panies, Mr. Morberg of AB Bofors stated:-

"We have already answered that' qu·~stion in. our letter t1> the 
Ministry of Dcfenc~ da~ed August 6, 1987 (pl. ~see para 1:33 ibid). 
We would, however, like to say' again that termination costs were 
not paid to any Indian citizens or any Indian subsequently included 
as a member of Indian Government or other Govemm'!nt officials. 

· We regret the inconvenience caused to these parties who have been 
falsely held in the news media., 

;1. 97 Fut"ther · asked whether they had given all the infllrmati~>n 
that the 'Ministry of D.:fenc~ had required from thein in the various letters 
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that they had addressed to the company, the Chief Jurist (Mr. Lars Gothlin) 
replied:-

"We have given very substantial information to the Ministry 
of Defence. The last ·letter with the Ministry of Defence was in 
the b~ginning of Novemb;!r not with us where we gave additional 
information concerning the companies and other matters." 

7. 98 · The Committee enquired whether the witness could produce 
copies of agreements with the three companies in support of their stand 
that the payments made to them were only winding up costs. Mr. Morberg 
stated:-

"That is not p:>.>sible for us to han.d over the agreements because 
of ce>mm!rcial secrecy. Let me say that the. 'Pmsecutor has had 
full acc;!ssibility to these agreements and you have the inf0ormation 
about the ce>nclusion he has arrived at. But now it is not pJ;sibk 
for us to hand it over to you." 

7. 99 The Committee pointed out that there could be no commer­
cial confidentiality at least with regard to the termination agreements with 
the three companies and there was no reason why Bofors should not make 
available the terminati0on agreements to the Committee. The Chief Jurist 

· (Mr. Lars Gothlin) stated :-

"1 can very well understand the argument which is put • for­
ward here. The company has 1·heverthcless, whether it is good or 
bad judgement we could from the confidential point .of view,. not 
produce the contracts in question." 

He added:.-
"The po.sition is that we always take into consideration· the 

commercial secrecy; protection of commercial secrecy and naturally 
for giving information to the Committee to find a solution to this 
matter, we have also come to the conclusion that we cannot give 
any more information. We have taken extraordinary steps in 
protecting our commercial secrecy which could harm our reputa-
tion ...... and we cannot give any more information." 

7. 100 The Committee pointed out that refusal of the company 
to produce the copies of the contract and the termination &greements left 
room for susvicion and that it was necessary to dispel the same. The Chief 
J uri-;t replied :-

"Sir, as we said before, we have deep respect for'the argument 
you put forward and as Mr. Morberg has said, based on reasons 
we have given to you earlier, we have made the decision that we 
canot give any more information than we have given. That may be 
good or bad, but that is the decision the Company has taken." 
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7.101 Asked to comment whether the press reports regarding payment of 
commissions were correct, Mr. Morberg stated:-

"We do not want to comment on the information that app\!ared 
in the press." 

7.102 Asked to state how the papers in Sweden and in India were able to 
give the account numbers and the dates of payments in various accounts, 
the_ Chief Jurist, (Mr. Lars Gothlin) stated:-

"Sir, it is a very difficult question to answer from where ditre.-ent 
newspapers get the information and at least in Sweden it is most 
impossible to get the source. . . . . . . . I have no idea from where 
they have got different kinds of information. But at least we feel that 
it is not correct." 

7.103 The Committee enquired about the number of international con­
sultants employed by Bofors for marketing and technological assistance in 
various countries. The Chief Jurist informed the Committee that they had 
about 100 people working for them in 40 countries all of whom were their 
permane11t representatives. 

7.104 In reply to a further question as to how many consultants they had 
through out the world, for negotiating. or marking in India, the Chief Jurist 
replied, "We have three consultants or representatives or agents for India 
and the agreements with them have been terminated.·· 

7.015 The Committee enquired about the specific st:rvices which each 
company rendered to Bofors to merit such large payments. The President 
of M/s. AB Bofors· stated:-.. ' .. 

..There are different types of services and I can mention som~ of 
them. For example, one company's services were advice on marketing 
activities on Bofors products, advice on products of interest for custe­
mers and advice on technology~ansfer and:cooperation.:For another 
company, the services were Consultancy on international banking 
relations and counter trade, advice on the general development in 
different markets; and for third company, the services were ad\isory, 

· consultancy and support services, for instance to perform compara­
tive analysis and to advise and· suggest solution of important pro­
blems that may arise during our performance.'' 

7.106 Asked about the basis of paying ditTerent amounts to diJTer~nt com­
panies, the Chief Jurist stated that they had to take into account se••cral 
aspects, such as the work actually carried out. the length of the agreement 
and coiupensation ·for los~ of profit, etc. 
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7.107 The Committee enquired whether Bofors had made any other pay­
ments beside$ winding up charges to the three companies. To this the 
Chief Jurist replied: 

''Bofors has paid no money to any other person for the pur~ 
pose of this contract." · 

1. 108 On his attention being drawn to the fact that the payments in the 
Swedish Bank h-ld been shown as 'commission'~ the CJ;lief Jurist replied:-

"Unfortunately, there is no number for winding up costs ...... · 
There is no code number for the wind.ing up." . · 

7.109 Asked whether it would not be correct ~o infer that the winding up 
costs were in fact commissions paid to the three companies, the C~ief Jurist 
(Mr. Lars Gothlin) stated:- · 

''I would not agree to your interpretation because I think there 
lies a difference in the matter concerning winding up costs and paying 
a commission." · · 

7.110 The Committee pointed out that Bofors had entered into an agree­
ment with A.E. Services as late as in November, 1985 and then terminated 
the contract in January, 1986. The Committee enquired why the contract 
was entered into when Bofors had been told as early as in May:t985 that 
there should be no middlemen .. The Chief Jurist stated:- · · 

•• According to the information we have got, this was specifically 
told to the Company for the first time in November. 1985. We have, 
tried to go through files etc. in order to find out about what you said 
that the Company was told in May 1985 about this thing. But, we 
have not found anything about that." 

7.111 The witness further stated that the contract with AE Services had 
been concluded in the beginning of September, 1985 but it took some time 
to complete. the formalities and it could be signed only on November, 15, 
1985. 

7. 112 The Committee pointed out that it was on record tha~ the Chair­
man of the Negotiating Committee had called the various contenders on 
3rd May1985 ami had told them in clear terms that there should be no middle­
men. The Chief Jurist replied that he had made inquiries from the former 
President (Mr. Martin Arcbo) in this regard and he had told them that the 
demand not to use middlemen came in November, 1985~ 

7,113 The Committee pointed out that a company like SVENSKA 
with which Bofors had a close relationship was in. fa~t set up by a person 

' . 
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called Mr. Steven Stanes who had become notorious for intervultional drug· 
traffickin~. The ·chief Jurist replied : 

"Now again you are quoting an article~n the S~~disb. News~ 
paper Express and other. Indian E;J<.press. You have exactly the 
same articles in both the newspapers and I do not think that we 
have to comment on the different allegations in these two news­
papers". 

He added that Bofors had had no dealings whatever with the ~bove~ 
named. individual. 

7.114 The Committee further pointed out that Bofors· repn:~ent­
atives had informed the Ministry of Defence in September,_ 1 '187 that so 
far .as payments to A.E. Services were conce~ned, one· Mr. la Fonte-;· 
un employee of the Swiss Bank, was aware of these payments'. Ho\'.·~ 
ever, the Investigating Agencies could not locate him on :I he nddn:ss 
given by Bofors. The Chief Jurist replied that so far. as, h.:! was nwarc~ 
he ..(Mr, La. Fon~e) was an ~~ployee of the Swiss Bank,. G_eQC\':t. 

7.115 In repty to further questions regarding the findings' of the 
Investigating Agencies about. the firm SVENSKA. the . Chief Jurist 

t ,. · I ' 

stated :-· · 1 · ·• 

.· .. w~ have no kno~kdge at all. As Mr. Morbcrg said~ 
. we, ~rc not prepared to comment on the compames ,mor(! than 
what we· have done."·' : ' '. i ' ' 

' 7.116 To a further question whether they were prep11reu to reim-
burse the am,ount of Rs. 64 c.i:ores paid to the tfu:ee , CO!'Q.p:.mics as 
winding-up .charges, the President of AB Bofors Stated :-· . ·· 

"Mr. Chairman, I very· much disagree, : ....... w~ have 
this time and last time met and we have given answers and 
commented on how we h~e acted, after the request from the 
•Prime Minister, a very unusual request: Such request came. 
at the late stage of negotiation, etc. We have, as a compmy •. 
acted very carefully and tried .. ' ...... in a very· diligent way 
to handle this question and to terminate the cv;1lra\:t<; .with 
the al!ents. We have also explained the importahce of con-

~ I• \ I 

fidentiality. You may have another point of view on that. 
But for the company, the confidentiality . and. thl! 1 eputa~i~n 
as a company is very, very important and we :taW, in a lot 'of 
rCSJ?t;CtS1 as Mr. Morberg has put it, gone for b:ycnd .wha~ 
we tisually do in order. to try to get th~sc things. As a com-' 
pany, we have very much suffered becuuse of th~~c unproven 
allegations against the Company. No on.c q~s so far g,i~·c!l 
any kind of evidence .. or :proof that th.e' Company ras d.one 
anything wrong." 
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"1.117 ·.To .a question whether Bofors had employed 1any agent or 
intermediary to. contact any official or any political· leader in India for 
t ne purpose ·of the contract, Mr. Morbetg replled in the negative and 
affirmed that the negotiation ·was conducted directly with the Ministry 
~1( . ~fence'. · · · · · 

7.118 Iii ·reply to a question whether the winding-up costs paid to 
three companies were not a violation of the understand,ing b~tween ;.h~ 
-GovL of India and the Bofors, the Ot.ief Jurist reiterated :. ••1 very firmly 
·think that it is· in ilo \l'ay any kind of violation." It was only in pursuance 
of the taiks which the Indian Prime Minister had with: th~ Swedish 
:Prime Minister in New York in October 1985 that the B~fors mana!!e­
rneru decided to negotiate. for termination of the existing. C(tflf.I3Cts ~in 
pursuance of the ·understanding between both the Prime ~!inisters that 
no miJ~!t.men were .to be allowed in the Contract. At that _stage, they 
bd three choiCes : either they could disregard such d.!tu~nd or cancel 
tte contracts· through court proceedings or do so by n~gotiatinns with 

:the panics .coneemcd •. A decision was taken by the BofOrs management 
no negotiate and cancel the agreement . "and that canceUation ended in 
vvindmg up costs which is quite naturaL" 

I .119 Asked why did they.·'not inform the Govt. of India about their 
.Jecision to 1crminate the existing contracts wfth the three companit"S 
'fill· aft.:r the .disdosnres made by· the Swedish Radiot Mr. Morbcrg 
t~pll~<J :-

.. Th~ ~llegatton. ~as that Bofors had _paid brib~. W~ 
ha~~ told: the Ambas~dor pf India in Stockholm that we ha\e 
not paid any bribes and ~ ... e have not corupi~eJ to pay any 
bribes.: When the discus::.ion came up with the. t..;frtional Audit 
Bureau, yte. at once took up with them the wliole C!UCStion 
about 1he ·Winding-up .costs.. and also we wrote a kttcr to the 
.Ministiy of Defence and gave this. inform.ation,.,., }'lay be we 
mad~ a mistake by~nqt. givmg full information ~l~, our first letter 
to ·your Ambassador in Stockholm." · . . ~ . 

·:r. CO · Th~ Chie.f Jurist added :' 

. . •.• •••. .". ~ .• Ndtber Mr .... Morbc;g 'or my;~u._.lVere taking 
part" in"' discus~ion concernin~ the termination of tllc contracts 
in that ·situ~tion.. I have- ~sked. the ·peopte responsible,' why 
they did· not take ·up ·this with our c.ounterpa-H; the' Minis"ter 
of Defence. We· also got. that question •from the-· Minis~ty 
of" Defence: when •v,•e met • theni last september .. ~ Th~ only 
explanation 1 can give to that -is, our people did not evaluate 
"ii1is as· relevant because they ·have follOwed th;; d~mand made 
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by them and cmicelled the agreement-. That w.rs their under­
~t~nding. They have made what was requ.:sted from them 
and they did not see any reason to take this up." 

7.121 . The· Committee drew the attention of the witn.:.:.s tt the Inter­
view reported to have been given by the Chairman of the Nobt'l Indus­
tries (!vir. Lars Eric Thunholm) to the Swedish Radio on .l6th August~ 
1.987: wherein he had stated:-·· 

. "We wanted to be released from that agieerucnt. So we 
.had to pay money. We have paid the money iu the way lhey 
wanted." 

7.122 Asked to comment on the above remarks, tLc Chit:( Jurist 
statt'd thai it ·was ·difficult for him to comment on what the Chairman 
of Nobt:i Industdes had said but he thought it was "a rather loose 
exprcssivn from him. I think he was caught by the reJ:kJr!ers when he 
was uot at all prepared to say as he did." 

· 7.1?..3 On. his attention being drawn ·to.the statemem by the Chair-
man·: oi the Noble Industries that he could not guarante~ that f1ribes 
had not been paid, the Chief Jurist stated :-

. "It is most ridiculous to put it from the n:Qtllh (,)f our 
Chairman, I ·must· say because he is very well aware of the 
company's policy concerning this kind of matters. The com­
pany is not prepared to pay and bribes in ord1..r to get any 
etJvantages and I think if this interview is held today, he 
\IOuld express himself in a much more carefui way. I do not 
know why he said it in the Press like that:• 

7.124' Further asked why moneys have been paid throLigh the Swi~ 
Banks. the Chief Jurist replied :-

"I think wliat Mr. Thunholm meant is that to make pay-
. mcnts through Swiss Bank chapnds is a vcr; norm~u thing. 
If · we look at the streams of payments from c• ... mp:1nics in 
&Y.eden, they more often go via Swiss Banks bc.:.ail>C the Swiss. 
Bank's system is one of the most important b:mking ~ystems 
m Europe. I would say that a very large number of paymct:ts. 

·from our compa.ny arc made via the Swiss Bank"s system."' 

·u ~s· The Committee enquired about the finding> ci the Cbiei 
Public J1t·o~ccutor, Mr. Lars Ringbcrg, who had started preliminar}· 
investi\!ations in the Bofors deal. The Chid Jwist :;~atcd that the­
Chief Puolic Prosecutor had started his in\'es.tigations ~n August. J 9~7 7 

and concluded the file in January, 1988, after a \'Cry thorough inwsti­
gation whu he searched the. records of the company ;nd intcrTO£<l!ecl 
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like Mr. Martin Ardbo (former President) and Mr. Ifans Ekblem (Head, 
Ordnance Division of Bofors). He had access to all the documents and 
made "rather a tough job during the investigation". · 

7.126 The witness added that two press releases· wcrtl issued by the 
P~utor, the fist one on January 25, 1988 wherein he pointed out 
tbat · representatives of the Nobel Group of Industries had been ques­
tioned and explanations and reasons for the payments were given to 
hi:n. He also stated that in In~ia po legal investigation of bribery had 
been opened. His own preliminary investigation had iuuicated that 
oontinu'4 investigation would not be expected '.to reveal further infor­
mation as regards prosecution of the company; Two day~ later, he 
issued another press release saying that there was' nothing in hls report 
to. show trat the payments made by Bofors in cqnnectio:1 with the large 
order .from India were not in fact winding-up costs. His justification 
for decision to close the file was that it was J!<?t possible to prove that 
the management of Bofors ha'd any decisive influence on being awarded 
the cuntrat;.t. The Pros~utor had found the explanaticn provided-~ by. 
the Bofcr3 spokesmen as reasonable. He further stated. that .he had got 
the li~ts of payments made by Bofors "with the assistance of the Bank 
of Sweden and the National Audit Bureau." · -

- . ·~ I' 

7.127 The witness added that the Chief Public Prosecutor was an 
independent authority and was not amenable to any influence from··any 
sources. According to the Swedish Procedural Law, the. formal deci-, 
· sion to· close. the file was communicated to the company ·without giving 
any eJcplan:.tion for doing so. This indicated that there was no evidence 
at all con.::eming the allegations. · 

7.128. A copy of the statement issued on 28th January, 1988 by the 
Chief District Prosecutor after concluding the preliminary investigation 
is r,eproduced in Appendix.. X. 

7.129 The Committee pointed out that the information which Bofors 
had refased to give to ·the Committee o:a ·grounds of c•,mmerdal ·con­
fidentiality had aheady been given by them to the Public Prosecutor 
and, th-eretore, there should be no difficulty in disclosing those facts to 
the Committee. The Chief Jurist repli'ed :-

"1 think there is rather a big difference. The disclosure 
abcut the contracts and other particulars to the Prosecutor 
was completely in accordail.ce with the procedUre and laws of 
Sweden and of course the Company follows tho.)e laws. What 
Vie have stressed before the public prosecutor was the jmpor­
tanc,e of confidentiality and to treat the information that we 
haa given to him accordingly. According to the proced1.11e 
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and laws· of Sweden, when· a prosecutor closes. a file, every; bit 
of: information in the file is confidential and non-public. If 
something comes out from the file, the Police Department and 
the Prosecution' Office step in." 
H~ added:-

" ...... in Sweden we are of course obligcJ · under. a 
.Prosecutor's investigation to hand over docmnent:Ition, t..tc. to 
him. I meant that that if any Swedish company is .involved 
in the investigation, it has to be banded over ·to the p\Iblic 
prosecutor. What l also said was that under the Swedish 
b\\, if the Public Prosecutor closes the file, then everytliing 
is secret." · 

7.130. In reply to a further question, the witness affirmed that the 
Swedish Prime Minister during his evidence before the Constitution 

. Committee had declined to give detals on the same ground .i.e-, under 
the Swedish law wha~ .the Bank of Sweden had disclosed to the National 
· Audit Bureau could not be disclosed. 

7.131 On his attention being drawn to the Statement of the Vice­
Chairman of the Constitution Cominittee that the classified docu­
ments made available to the Committee showed that tht: .:ontract with 

.U.:>fors. imolved the Gandhi family, the Chief Jurist replied :- · 

. . "I have not seen the comment of Mr. Anders· Bjork, the 
Vice-Chairman of the Standing Committee. My only· com­
ment is, what we have already said last timo! when we met 
them and what we have said in the minutes in September last. 
That is, the company has made no kind of payment or con­
spired to pay to · Gandhi family ....•..... We have no such 
material in the classified documentation.~' 

7.132 On his attention being drawn to an earlier statement by the 
Bofors'' representatives that they had :supplied the. FH-77 gun to· India 

.at the lowest price, th~ Chief Jurist stated :-. 

. 7.1~3 

"We could produc!J and show the· certificate our auditors 
have made about the prices and what Mr. Morbcrg concluded 
from that." · · 

Mr. Morberg added : 

"We have appointed Auditors who have· made a certifi­
cate. About the price, it says that the final price regarding 
Sllpply of the Field Howitzer to India is the lowest comparable 
price offered to any. other cus~omer. As far as price is con­
cerned, India is treated as the most favour~d customer. It 
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means also that the Swedish Army have paid a higher price 
for· this· Howitl.er', thari India: Therefore; if shows that the 
Company h~d sold tlie HowitZer at the lowest' price.". 

1; t 34 The witness added:-

• .... in' the document' (copy reproduCed m· Appendix' XI) 
before you, by u public aecountant-· ·. ther~ is a·reputabie public 

acc<>untants firm in SWeden lirikoo to international cliaid. ·or pub-­
lic aceountant~a certlficati~n·· which gives facts· and support 

what' u1e CoiDpariy'liaS said1 m thiS ~esP(:ct'' . . 
7.135 In reply to a further question, the Witness affirmed that" w: Caj 
·Nackstad, who liad signed the docurilent~ had.ceFtifiec:t the statements made 
by the Chief Executive Officer of th'e Nobel~ Indnstry' coriceriiirig ~he- deal 
in his capacity·as a Public Aecountan_~~ . - -.-

• • ' ' .. ~ l .: : • • : . f 

7~136 · It would be seen from the certificate 'of the Public Accountant 
:mar-

(ii) 

tennination cdstS · for' the- Consultancy agreem:ents .• ~ .• :were 
paid out during 1986. No paymentS based ·on 'the agreements 
have been made after December, 1986. 

· The· terminatio\t costs were. · substantially lower than· the 
amounts which ·would· have been paid· i{ the- agreements·· in 
force duririg.1985 had_been applied. 

1lii): The firiaf priees in the· FH 7'7 contract tO India· are lower 
than:. comparable' prices 'offered to. any- other custcmer; i.e. 

·11tdia: i!i' treated 1 a5 the most'· favotired custom-er. . . . ~ 

; K: :Evidence of shri w~ N. · chadfut 
' . . 

7.137 The Committee recorded the evidence: of 'sim, W. N: Oladhlt, 
qmirman, Anatronic General CorJl:oration, at their sittings held. on 1S.th 
April, 1988. . . . . . . !. ' .•. 

7.13~ · The a:imi~ittee ~nqulred !howSbri Chacfua happened tO be '~sso­
ciated with Bof~rs' an4 ·for· how·' lOng he was·-repiesenting them; Shri 
Chadhlt 'stated that'i.ri the~ seventies he was· representing a Company· in 

Swc"den ciillcd ·A GA.-AEROTRONICS. When the Comj>any was taken 
over by'Bofors; he·w~s requested sometime in 1978 to represent Bofors in 

- India 'as they were not . satisfied ·with the representative- whom they ·had 
· postc'd in India for muny years. He agreed to represent the company-and 

entered into a Representation "Agr'Cemcnt with them in October, 1978 for 
a periOd of -three years ending September, 1981. Under this Agreement, he 
was required to help Bofors in providing infoimation on Indian customs, 

.. : -the· way o~doing busincss.here :.:nd to help the Fompany's rq~rt:sentativcs 
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. to travel around in the country and to distribute the literature that the 
eompany wanted to be distributed in India. He was also required to help 
them in logistics in case any of their weapons enquipmcnt was required 
to be evaluated in India and to that end make an'angements for transport­
ing the equipment for trials. and also to make all necessary arrangements 
regarding boarding, lodging travel, medical assistance, etc. to the Bofors 
.x:epresentatives during their vis its to India. He had made clear to them right 
at the outset that he would "neither accept nor perform any services of 
any type that were against the Indian laws and the rules of the Govern-
ment." · 

.'7.139 Shri Chadha added that the Agreement o~ October 1978. ·was 
extended on 11th MarCh, 1981, i.e. six months before its expiry for ~tiothcr 
period of three years. This was _f,pllowed by another agreement whi_ch was 
signed by Bofors with Anatronic General Corporation, which was his sole 

·proprietary concerti. That arrangement also was for three years, i.e. valid 
upto september, 1984 and for perfonnance of the same services. He did 
not have copy of the agreement of .1978 but stated that it was identical 
to·the agreement of 1981. 

7.140 Shri Chadha further informed the Committee that in May, 1984, 
Bofors offered him revised terms at reduced rates because they had not 
been able to do much business in India during the intervening period. ru 
per the revised offer, he was to reeeive commission only '@0.25 per cent 
on the· e.x.Lworks value of the equipment sold by Bofors as against 2 per 
cent under the previous agreements. On a careful evaluation of the ortions 
available to him, he accepted the reduced rate since Bofors thre~ened to 
cancel the contract. A fresh agreement was accordingly signed by Bofors 
with the Anatronic General Corporation Private Ltd. on 30th NovembC£, 
1984 valid upto 30th Sepember, 1987. 

7.141 Towards the end of 1985, Bofors informed him that the· Pnme 
Minister of India had insisted that under no circumstances any of the 
contenders in the gun business will have any middlemen involved in th" 
negotiations or sales in· any way whatsoever and that this was the pre­
condition which they were required to fulfil in order to go ahead with the 
negotiations. They, therefore, wanted the existing agreements to be termi­
nated. As he had learnt from the newspapers that the deal was to be 
worth Rs. 600-700 crores, he found that his entitlement was going to be 
around Rs. 1-! crores in matter of two yeat~. After making allowance for 
tax deductions, he would have been left with not more thJn Rs. 70 .to 80 
lakhs. He, therefore, told the Bofors that they should give him a definite 
agreement for a period of five years and pay him 100,000 SEK per month 
.(the then exchange rate was Rs. 1.80-1.90) irrespective of whether they 



157 

got any. business in India or .not. As the payments would be staggered over _ 
five years, it would enable him to save considerably on income tax and 
the net amonut in band would be still quite reasonable. While egre'eing to··· 
tbis condition, Bofors stated that be would have nothing to do with the 
sales either directly or indirectly. As be bad till then nothing to do with 
sales, he :singned the revised agreement with Bofors in January, 1986. 
Bofors sent bim 3 letter dated 3rd January, 1986, wbich .reads as 
follows 

"All representation agreements or any other agreements bet­
ween Anatronic General Corporation C-4, Main: Market, Vasant 
Vihar, New Delhi-110057, and Antiebologet Bofors S-691 B 
Bofors, Sweden, were terminated as pet December 31, 1985. · 

Furthermore, all oBligations of . any kind whatsoover 
between Anatronic General Corporation and A.B. Bcfors are 
null and void as per December 31, 1985." 

7.142 Shri Chadha added that the agreement of January, 1986 conceded 
the· terms that he wanted. A copy of the same had been filed by him in 
the Delhi High Court in connection with his Writ petition. 

A copy each of the Representation Agreements of 198t' 
and 1984 and Administrative Consultancy Agreement, 1986 was 
handed over by Shri Chadha for perusal of the Committee .. 

7.143 The Committee drew the attention of the witness to Bofors' letter 
dated 30th November, 1982 which reads as under:-

"With reference to the Agreement dated . Septembr 12, 
1981, between Anatronic General Corporation and A.B. Bofors 
or its division, subject to contract becoming effective not later 
than September 30, 1984 between the Government of India and 
A.B. Bofors ordnance division for delivery and for licence manu­
facture of Bofors Howitzer FH 77-B weapons system and Its· ·· 
ammunition, accessories, parts, semi-manufacturers etc.~ the 
validity of the agreement shall be prolonged until September 30~ 
1987. Only for the promotion of sales of the Bofors FH 77-B 
weapons system as described above, in case the agreement as· 
intended is prolonged according to above, it is hereby agreed 
that with the exception of dropping sub-para 1 and 2 of para 
9 of the above referred agreement, i.e. 1981 agreement, all other 
terms and conditions of the agreement remain valid." 

Asked whether this did not indicate that Bofors were expecting. to secure 
the contract even as early as November, 1982, and that th~y had, therefore~ 
agreed to extend the validity of the Agreement till. September 30, 1987, 
the witness stateJ that they v.:ere not expecting to r~eivt: the or~er and in 
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fact ,wanted t9 get rid of him. At that time the trials of the guns were stili 
~ing ,OJ,l. "In 198.2, they ~ere not hoping (t~a~ this ,agreement would 
come ,through) ...... ;.L<;><>king :rt the .terins offered, it was quite obvious: 
that '.thev were far out of line." · . ~ . . 

7.144 · Shri Chadha's attention wa~ drawn to Clause 1.1 of the ,Repre-­
sentation Agreement of 1981 and 198.4 which stipulated that he had been 
appointed as their sole representative for the Republic of India "to pre­
mote the sale~ of Bofors ordnance and ordnance stores to the Government 
authorities concerned and to their domestic supplies of ~rdnances 
wjth4t the tenitory (of India)". Shri Chadha stated that the logistic sup­
port provided by him in presenting the guns for trials was a pre-requisite 
to the sales and it w~ .only to that extent that his services were utilised 
by Bofors. He could in ~o ·way be called a middleman .or an agent for he 
hild no authority to make deals on behalf of the Principal, to make com­
mitments, to make sales, to reduce the price or to fix tenns. 

He added:-

''There is a big difference. A representative has no autho­
rity to go and discuss the financial terms or fix the prices or to 
neg<?tiate. ot do sales business on their behalf. Representative is. 
only to give tlieni information. And the information too is of a 
specified nature. So, the term differs from representative tQo 

representative. And the representatives are never i.D.vol.ved ih 
dirct negotiations as far as Bofors go. I know it from my own 
experience." 

He further added:-

"1 don't think Bofors wanted to give authority to anyone 
qther than S'Yedens to negotiate or contract for them or to fix 
prices for them. They y.rill not give that authority to anyone!, to 
make any CO~itment on their behalf unless he is a ~Welle or 
a long-term standing, or working with them as an employee." 

7.14"5 On his attention being further dra\\n to Clause 4 of the Agree­
ment which provides that "direct business negotiations are to be handled 
by Bofors with the participation of the rcpresenta:tive", Shri· Chadha 
stated :·-· 

"'Wh.en the original agreement was made, the Government of 
India had no objection to the participation of the representatives 
in the discussiqn. Unfortunately. the same agreement they )VI!Te 
us in~ year' after year even though Government of India issue~ 
instructions' that it would not allow anybqdy to come in. So it 
is provided in the, agreement that we will be there but Wt: were 
never there." 
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He added:-

" ...... they (Bofors) wanted to act through the agreement 
that had bee)l approved by the Lega1 Department. They said: 'if 
your Government does not permit you to attend, you are under 
no obligation to attend. But when your Government permits you 
to attend, you shall have to come with us'. " 

7.146 On his attention being further drawn to the fact that the agree­
ments provided for payment of remuneration as we11 as commissions, Shri 
Chadha sated :-

"The words 'commission' and ·remi.meration' both are same 
in. Swedish language. They prepared the .original :agreement in. 
Swedish and then they gave it to somebody who knew botij the 
languages. You will find many grammatical errors also. Bat 
when they got the transla:ted agreement, they did not want to 
alter any wording of that. So, we had .to accept the wording 
as it is without protest." 

7.147 The witness affirmed that he had no information about the three 
companies named by Bofors as their consulting agents. He had never met 
them and had never heard of them till their names appeared in the news-
papers. •.·· 

7.148 Asked whether he was aware that Bofors had paid termination costs · . 
to the extent of SEK 319 · nilllion to these companies, Shri Chadha 
stated :-

"I do not know whether they have commitments. I do not' 
know what considerations forced them to do it. I do not know, 
anything about it." . 

7.149 ·Asked whether he had eve~ made any compensatory payments to 
any persons, Shri Chadha stated :- · 

"Full details--details of the receipts, payments as well as 
tiic proof...::_are available with the Enforcement Directo~ate .. · .• · 
They were fully satisfied. The payments were received before and' 
some amounts were paid back to them or to the people to whom· 
they wanted to pay. We have never made any compensatory pay­
·_men.Uo the persons.which had appeared in the .press. We have 
never _been charged. for• any such offence .. by the Government 
.autqority." · 

. ?.t.so··~~d whether .he was aware ofJhe.'. inquky. in{tiated by the 
SweEiim· P~blic Prosecutor against sAB Bofors and .·~ii~tb_er lie)~ad sought 



160 

any information either oral or documentary from him or from any of his 
concerns, Shri Chadha stated :-

·"No. He took all the papers concerning us· from Bofors 
and in one of his statements, he made it clear-1 do know whe­
ther it has. reached India: ornot---1 read it in the press in States­
that he has gone through the payments made to Anatronics and 
the agreement with Anatronics; He is fully satisfied that those 
are on valid grounds and are justifiable. He does not see any 
kickbacks or bribe or anything of that sort, and the txpb.nation 
given by him is quite satisfactory." 

7.151 The Committ~ enquired whether the amounts mentioned in 
the report of the Investigating Agencies as payments · received by the 
Anatronic General Corporation; Anatronic General Corporation Private 
Limited from AR Bofors were correct Shri Chadha stated :-

" ... Whatever we have received, we have accounted fer, and 
we have received nothing beyond that. Whatever my office has 
given, you can take it as absolutely correct. I was in America 
whc:n they made these statements to them. I did not get the 
copies but I made a blanket statement that details of all tile 
payments submitted to the Enforcement Directorate given either 
by me or by my office, were correct.:" 

7.152 In reply to a further question, the witness affirmed that neither 
he nor his companies had received any payments other than those mention­
ed by the Investigating Agencies. 

7.153 Further asked whether he had disclosed the said payments in 
the various Income Tax Returns, the witn_ess stated "Yes Sir and also to 
the Reserve Bank of India~ ..... All these assessments were completed en 
the basis of these figures. They have reopened it now and it is a different 
issue." 

7.154 Further asked whether the amounts mentioned had been received 
dkectly from Bofors or through the Reserve Bank of Indi<1, Shri Qladha. 
stated ·-

"'In almost all cases, it came by cheque drawn in Sweden 
on a bank in India or it was a banker's cheque drawn in Sweden 
and they were cashed throtW1 our accounts and the same w.:rs 
reoorted to the R.B.I. and later on certificates have been 
received which were attached with our future applicatiot;ts for 
exchange control. There are more than half a dozen · J)eople 
who know it. 
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He added, 

"I wish to reiterate and repeat cateJi!orically and clearly that 
· all payments. that · we have receiv6d. from ·Bofors ·have come 
through banking channels with the knowledge of Reserve Bank. 
They have been duly reported to Income Tax and they have 
been confirmed by the Reserve Bank to us in the foreign remit­
tance certificates granted to us from time to time. . We have 
not received any other payment at any time from Bofors." 

7.155 The Committee drew the attention of .the witness to the press 
reports to the effect that kickbacks or bribes Wet¥ paid in. the deal and 
that these had been routed through him to some people in India or out-
side lndia. Shri Chadha replied :-. · 

"They printed in one breadth all this and this ~:s mentioned 
in one article of Arun Shourie. It is inconceivable to imagine 
that a large amount could have been chanelled through a small 
fry Mr. Win Chadha because I know his status and it will be 
like trusting you watchman with five crores of rupees; which 
he did not say-it is my addition. Many things 'have been said , 
in the press." 

7.156 When specifically asked whether any payments had passed 
through him to ·any persons in India or to any politicians in particular, · 
Shri ·Chadha stated :-

"Sir, it is absolutely fabricated lie. When they are talking of 
political persons. I did not have the fortune of knowing any­
one. I have never been around any . political personalities nor 
have I developed intimate contacts with any such person." 

7.157 Asked whether any case was pending against him or against any 
of his companies in any court in India, excepting the one for non-appea­
rance in response to the summons issued by the Enforcement Directorate, 
Shri Chadha affirmed :- · 

"There is no ca:se of any nature pending in any court 
against any of the companies or me or my son, and there has 
been no case pending throughout our whole life." 

7.158 In reply to a further question, the witness stated that he bad 
filed wr1t petitions in the Delhi High Court and the Supreme Court for 
defreczing of his bank account. He had not been told of the FERA viola­
tions he had committed. ·No further -summons had been served on him 
nor any charge made agai'nst him. 
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During hi's examination, Shri Chadha further affirmed as 

( i) He was . never a middleman or an agent of Bofors insofar 
as he never performed any functions of a broker or a com­
mission agent and wlts not engaged in any selling activities. 

He added : 

..... "Agent is primarily involved in saies. He has to have the 
authority to be able to conduct any sales and he should have 
much wider powers than a poor representative here whose worlC 
was only to arrange the transportation of some equipment or 
weapons." 

(ii) His contacts with the Ministry of Defence were confined to 
procuring some literature or information that the Ministry 
wanted from time to ti'me. 

(iii) He never met any key figure in the Defence Ministry or 
any other political leader in the performance of his activi­
ties. 

Civ) He never participated Jn any negotiations with any Defence 
personnel or offic.er in the Ministry of Defence or any 
political leader. 

(v) He was not aware of any other consultants who were help­
ing Bofors to secure the deal. According to him, "Bofors 
are very secretive people. The people I deal with are 
mostly operational people, those who knew how to fire and 
repa:ir the gun. They did not tell me anything. Nor drd I 
ever try to sniff around to know their secrets." 

(vi) During the period of trial of the gun,· he provided logistic 
support only and never participated i'n the technical or 
financial negotiations. 

(vii) He had employed a retired Brigadier (Brigadier Bhatnagar) 
for technical assistance. Shri Bhatnagar had left him re­
cently as his accou{l.ts were frozen and he had no money 
to pay. Another ex-Army officer employed by hlm was 
one Mr. Verma who was a retired engineer. He ]eft him 
several ye~rs back. 

(viii) In addition to representing or working for Bofors as con­
sultant, he was in the leasing business. 
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(ix) He did not contact Bofors .when he came to .. know that the 
Swedish Radio had maae allegations of .bribes h~ving been 
paid in the Bofors deal for. the rea~on that Bofors bad their 
own representatives in ID.dia. 

He added, "it was none of my business. I did not want 
to get involved in this controversy". 

(x) He had not fled India in May, 1987 or 'absconded' as re­
ported in the Press. He had gone to the United States on 
business. After two weeks or so, he fell ill and his family 
had to be summoned. J'he expen~es Qn his medical treat­
ment were met by his younger brother. who was settled in 
Alabama and by his sister-in-law whose husband was a 
doctor in California. He had another brother who was 
•perhaps' a Dutch citizen and a non-resident for 10 years. 
Besides, he had several other relations abroad and they 
were ali prosperous and well to do. Being the oldest, he 
had brought up his brothers like his own,children atid they 
looked to him as their father. He added : "The annual 
income of my sister-in-law and brother-in-law is a few · 
hundred thousand dollars and it .i's a flea bite for them to 

' look after a man who''had raised them." 

(xi) He had obtained a B-2 Vis:t a year before leaving India. 
It was valid for five years. 

(xii) lie was given a Green Card in 1969 and 19i0 on the basis 
- of certain criteria laid down by the U ,S. Government which 

he had more than fulfilled long back. It was not true to 
say that he had lO:>t the -Green Card status; ori the other 
hand, he had surrendered the Green Card. 

(xiii) He had been informed by the Consul .General of India in 
'New York that his Passport had been revoked and was 
given a duplicate Passport to enable him to come to India 
to appear before the .Committee. 

(~v) On his attention being drawn to a photograph published in 
the Indian Express of 15th June, 1987, which, it was stated 
had been taken from the Journal of M/s. AB ;Bofors and 
which showed that he was present along with Mr. Svant~ 
Stahl; the Bofors Sales Manager, during the trials of the 
155 mm gun, Shri Chadha stated ~-

'The picture shown in the worthy p.ewspape,r is .of another 
gun trial which was demonstrated several years before 155 mm 
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gun was negotiated. This gun was not even on the offer to 
India. Mr. Svante Stahl had already been moved from Indi<» 
several years before the 155 mm gun negotiations started. But 
the worthy newspaper shows this picture and links it with 155 
mm gun. This is not information; this is misinformation." 

. (xv) Shri Chadha denied the charge that he had helped the 

Bofors to obtcrin the contract or that he had surreptitiously 
managed to disb'urse any commissions to any Indian leaders 
or politicians or that he had deposited those moneys m 
different Swiss Banks. · 

(xvi) Press reports to the effect that the Investigating Agencies 
had interrogated only his Advocates and not himself per­
sonally were, according to Mr. Chadh~, incorrect. "The 
Advocates were present; but they were not allowed to utter 
a word even; not even a word of advice to him." 

(xvii) He had no bank accounts either -in his own name or in the 
name of his son or any member of his family or in the 
name of anyone with whom he had financial dealings as a 
business partner or even as a friend. 

He had not received any payments other than those under 
the provisions of the various agreements with Bofors fur the 
purposes of sales promotion, nor had he received any money 
~xcept through the banks. He added :-

"I have neither any receivables ...... The only thinp; which I 
received was a car which they exported to India (under the 
agreement)". 

Cxviii) He had never visited Panama, but so far as U.K., Switzer­
land and other places in Europe were concerned, he had 
\ri'sited these countries several times during the last 10 
years p_artly in connection with his business and partly to 
canvas for more business. He added :-

''We live virtually on consultancy services of foreign com-
panics and consultancy services need not be in India." 

7.160 Asked why he had not clarified matters in view of the fact 
that his. deposition before the Committee dift'ered very nmch from what 
it ttppearcd in the press, the witness stated :-

"Sir, I had the previous experience, as I mentioned earlier 
and the hon. Chairman told me not to elaborate on it. When 
I was sitting here in India, they said ''he llas flown away". 
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This was going on for weeks, when I was here in the month 
of April. I made a statement to the Press which was .not 
taken note of. I telephoned the bon. M.P. S!ni Jaipal Reddy 
who gave a statement in the Press about me, and asked him 
to correct the statement, made at Hyderabad. After a day or 
two, in Delhi, when he came to Delhi i telephoned him. He 
said that he wanted to do. he did not have the time, and said 
that he would do it in a day or two. I invited him to c_ome 
and have a cup of tea and dear it. He said he would o>me. 
After one more day, when I rang up again he ~aid he promised 
that he would do it next ·day. He did"· not come. When I 
telephoned him again, he said, that he WC!uld not be able to 
come, and ~so added that he was not goiilg to do: He said 
that he was not going into it because he had snrae other in­
formation. 

"I reported to the Press and wanted a ·correction to be 
published. I wrote to the Indian Express as it published the 
information earlier. I told Arun Shourie about this and asked .' 
him to issue a correction. He said that he would publish my 
letter, and asked me to' write a letter~ which I did. He 
published any letter, no doubt, but he also added that it was. 
not correct; and he mentioned about my being a tenant of -a 
relation of his, that· he knew the goings on about my company · 
and sg. on. The fact is that six years before that, I was a 
tenant of his uncle, when Bofors gun ·was cot in the run. 
And he is talking six years later and _§_ays that I am· telling· a 
lie. 

As if that was no~ enough he· gets hold of diaries v.:hich 
were printed four years back on which it was written "Anatro­
nics, Executive ·Diary, Presented with compliments" and s~ 
on and photographs it. Very cleverly tbe year of the di:;J.ty 
was covered with ink, and so this diary . was printed in the 
Press. These are two or three lies. If a keep going on there 
will be dozen more. I . have refrained from raising a . noise 
because an honest citizen's name has been besmeared · or 
besmirched and he has been tried bx· Press, not by jur)'. If I 
get well, if I get an opportunity to appe~r .before a responsible 
body like this I thought I would tell them that this is the true 
story or these are the facts. When I appear before this Com­
mittee, and after the true facts are stated · and the report is 
submitted to Parliament, then I may take each ot these people 

· to task, to my last rupee, and take them to -.-:ourt, to tell the 
sordid and sorry story about an honest citizen of the country.'" 
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Observations/Conclusions of the Com7littee 

7.161 The Committee note that till November, 1984 when the new 
Government came to power, the practice of utilising the services of agents 

.in procurement of defence equipments was not pr.!cluded. However, it was 
essential for the supplier to identify the Indhln agent, de:lare the commission· 
payable to him and the same was to be paid in Indian rupees. Earlier the 
. agents could participate in the discussions· held in the Ministry. This 
practice had the definite advantage of enabling the Indian side to know about 
the developments taking place in the field of equipm~nt in other countrie~ 
.and also the shortcomings of ~ifferent systems. 

7.162 The Committee find that the question of appointment of Iniia!l 
.agents in relation to purchase of 155 mm. gun was raised in the meeting of the 
·Negotiating Committee held on 31st July, 1984. The committee were given 
.details of the Indian agent: appointed by the four firms. A view was expressed­
by the then Secretaty (Expenditure) that while·conducting negotiations, an 
exercise may be undertaken for reducing costs by reducing the percentagt' 
of commission being offered to Indian agents. 

7.163 While the n~gotiations were on, the new Government decided 
that henceforth defence contracts would b~ finalised totally without agents 
.and that negotiations will be held 'directly with the foreign suppliers. The 
Defence Secretary accordingly called the representatives of the four con­
tenders on 3rd May, 1985 and told them in clear term> that th~ G::>vernm,nt 

.-<>f.India did not permit the involvement of Indian agents acting for forl!ign 
suppliers. They were, therefore, asked to m:tb suitable teduction in their 
offers in case they had kept any commission for payment to the Indian 
agent. In response to the above request, the UK firm informed the Govern-. 
ment of India that they were a Governm~nt Comp:1ny and did not have any 
agent. The French firm stated that they h1d agr~ed to 'con'iider as null and 
void the information handed over to the Ministry of Defence in August, 198-J 
concerning the role of Hindustan Exports and Imports Company, Bombay, 
in this matter. The Austrian and Swedish firm; stat~d that their revised 
.quotations of lOth M:1y, 1985 wer3 low~.- th3n tin earlier .offers, butthey 
.did not sp~cifi;:ally m~ntion thlt the r~duction in prices was on account of 
removal of ag!ncy CJ:nni•nion. Th~ Sw!dish firm had, however, informed 
the Ministry th3t Shri W.N. Clndila of Alltr.>aic General Corporation had 
been acting as the r.!prei~nta.tive for BJfor:» for several years and was still 
acting as such and thlt they woald cJn;id!r the ad vic~ of the D.:fl!nCe Secre-
. tary and take necessary action. 

7.164 The Committee note that the matte! was discussed by the Prime 
Ministet, Rajiv G.1ndhi, \'Vith Mr. Olof Palm!, th~ P:ime 'Minhtcr of Swed.:n 

:whe:t they m-:t in New York in November, 198$. Lat~r. in January, 1986, 
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the Sewdish Prime Minister informed Prime Minister of India that Bofors 
had 'declared their wish to conclude business directly with the Indian Defence 
Ministry without any middleman. In their letter of 1Oth March, 1986 to the 
Ministry of Defence, Bofors confirmed that they did not have any represen­
tative/agent especially employed in India for this project: However, they 
did have M/s. Anatronic General Corporation for providing administrative 
services to their personnel in India. The Defence Secretary affirmed in 
evidence that no agents had been involved in the commercial negotiations. 
He further affirme:i that he, as Chairm·an of the Negotiating Committee, had 
never dealt with the Anatronic General Corporation either before or after 
slgring the contract. · 

7.165 The Defence Secretary further stated ·in evidence that when the 
broadcast of the Swedish Radio was published in the newspapers on 17th 
Aprii,J987 alleging that bribes had been paid to senior Indian politicians-and 
key d.::fence figures to win the contract, the matter was viewed with great deal 
of concern. The Ministry of Defence imm~diately took up the matter with 
the Swedish Government through the Ministry of External Affairs and also 
contracted our Ambassador in Stockholm to ask Bofors to clarify the matter. 

7.166 Late:, when the Swedish radio repeated that it had documentary 
evidence o( pay-offs in four instalmehts to Indian accounts in Swiss Banks, 
the Government of India approached the Swedish Radio . authorities to 
give them the source of their information and the evidenc:; in their possession. 

. They said ·that their corr.!spondent in India had supplied them this news. 
The (Jove:nment of India then contacted this correspondent, but he refused 
to give any documentary evidence. Betwe.!n April 1987 -and September, 
1987 when the Committee started.their investigations into the matter, a 
good deal of couespondence had been exchanged by the Government of 
India with Bofors and the Government of Sweden. Several notes were also 

· exchanged at diplomat'fc level between our Ambassador in Sweden and the 
Swedish Ministry of Foreign Affairs. Governments correspondence with 
Bofors and the Swedish Govetnmer1t was laid on the Table of the Lok 
Sabha by the Miohter of Defence on 26th August; 1987,.and is public know­
ledge. The point; that emerge out of this corrospondenc~ can be summarised 
as undt.r: 

(i) Bofors com:istently denied that they had used any middleman, 
representative or ageat to 1epresent the Company with the 
Indian authorities in order to win the contract. The contract 
negotiations ·and other talks took place di:f."ctly between the 
Minigtry of Defence and Bofo~·.;. 

(ii) Bofors had never paid OI conspired to pay any brib~s in connec­
tion with the contract. 
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(iii) The allegations that· the ccntract' of Match, 1986 included a 
condition ~ ot payment of commission or that any Annexut es to 
the contract contained any such ptovision were false. 

. . . . 
(iv) In pursuance of Govt. of India's wishes, Bofors cancelled their 

agreement with the Anattonic General Corporation and 'drew 
up a new agreement for administrative services for Bofors' 
own personnel in India. For these services, compensation of 
1 00,000 Swedish Kroners p;.r month was to be paid, starting 
from January I, 1986. 

(v) In order not to ri~k ccming into ccnflict with the request of the 
Govt. of India, Bofors terminated the International Con!>ul­

tancy Agreements signed by them long before the commence­
ment of the Howitzer ·contract negotiations. As these agiee­
ments were not related to the winning of the FH 77B contract, 
termination costs would have to be paid even if Bofors had not 
been awarded the contract. Further, the total amount of th l 
termination cost was not related to the contract valtl(.. 

7.167 Not satisfied with the replies of the Company the Ministry ot 
Defence continued to pursue the matter with the Swedhh Government as a 
result of which the lattet instructed the Swedish National Audit Bureau on 
29th April, 1987, to audit the rdevant record:.. 

7.168 On 4th June, 1987, the Swedish Embassy forwarded a copy of the 
.swedish National Audit Bureau Report to the Government of India. 

7.169 The' obse!Vations of the National Audit Bureau are, in summary, 
· as follows :-

"(a) An agreement exists between AB Bofors ,and ...... *concern-
ing the settlement of commission subsequently to the FH 77 
deal;: 

(b) that considerable amounts have been paid subsequently to, 
among others, AB Boforsi previous agent in India.,. 

7.170 The Committee find that on receipt ofthe report of the Swedish 
National Audit Bureau, the matter was again taken up by the Government 
of India with AB Bofors. In a detailed letter sent on 16th June, 1987, it 
was pointed out that Bofors "have. not only gone against our explicit 
wishes but have ·also violated the solemn assurances· given to us by your 
company,.. The company were consequently asked to furnish complete 

•This infom1ation was excised from the copy of che Report supplied to the Govt. 
of India. 
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information regarding the transactions, i.e. the precise amounts paidfto. 
be paid by way of commissions, se~ret payments. etc., the recipients the.reof, 
the services rendered by such recipients together with copies of relevant 
contracts, agreements, etc. The Government of Sweden were also request­
ed to use all their influence and weight on the company to furnish the re­
quisite information. 

7.171 In- their reply dated 30th June, 1987, Bofors reaffirmed that they 
had only paid winding up costs in ao::-;ordance with the normal· practice 
and that the said costs had not infiuent.:ed the price of the only contract. . 

7.172 In his letter of 16th July, 1987, the Defence Secretary pointed 
out that the Company's commu·tication of 30th June, 1987 did not answer 
any of the questions raised earlier. . . 

7.173 In their communication dated 24th August. 1987, the Ministry 
of Defence asked Bofors to furnish further clarifi.t::ations intc:r alia on the 
following points :-

(i) Why and on what basis and for what consideration, ·were 
payments made in relation to the Indian contract ? 

(ii) Who precisely were the parties involved in the Company's 
"International Consultancy Agreement" ? . Was • there one 
agreement or more tJ:_an one agreement ? 

(iii) If the amount paid for "winding up" or "termination" was not 
related to the winning of the Indian contract and would have 
to be paid in any case; then- · · 

(a) Why and on what basis did the Company take the position 
before the National Audit Bureau that it was 2-3% of the 
order sum? 

(b) What was the basis of this amount to have been so. large ? 

(iv) If the agreements had not been "terminated" or "wound up", 
what would have been the amounts payable under these 
agreements? 

(v) Does the company have any knowledge or information in its 
possession of payments made by their former agent arid/or 
the "international consultants", whose agreements were 
stated to have been terminated/wound up, to imy Indian citizen 
or Indian company or any other party at the instance of any 
Indian citizen or Indian company ?; if not, please clarify. 

7.174 The Ministry of Defence demanded complete and precise informa­
tion on the points as d"tailed in para 5 of their letter of June 16, 1987, paras 
5-6 of their letter of July 16, 1987 and para 3 of the letter. · The Ministry 
S/88 LSS/88-13 
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fUither stated "we would like to make it clear that nothing short of clear 
and cogent answet s to the various points and directions raised would sJ.fisfy 
us ... 

7.175 The Committee find that in response to this communication, the 
company decided to send two of its senior officers--the President (Mr. 
Per Ove Morberg) and Senior Vice Ptesident/Chief Jurist (Mr. Lars Go~hl;n) 
-fot discussions with the Govt. of India. Accordingly, discussions 
with a team of officers headed by the D.!fence Secretary held on 
16th .and 18th September, 19 87. The information furnished by the Bofors 
executives was passed on by the Mini!>try of Defence to the Chairman of 
the Committee and formed the basis of further investigations by the Central 
Investigative Agencies. 

7.176 The Committee note that during thei1· discussions, in September, 
1987 with the Government of India team, the Bofors officials gave the follow­
ing information regarding the names of Com!'anies and details of pay­
ments made to them_ by way of winding-u9 charges :..-

(i) SVENSKA INC., PANAMA 

(ii) MORESCO/MOINEAO S.A. 
(PITCO) Geneva 

(iii) A. E. SERVICES LTD., U.K. 

·-SEK 188.4 million 

-.SEK 81 million m three 
instalments of SEK 37 
million, SEK 12 million and 
SEK 32 million. 

-SEK 50 million. 

7.177 Bofors offi.-;ials further informed Government that they had an 
agreement with ANA1RONIC GEl'ERAL CORPORATION. C-4. Main 
Market, Vasant Vihar, New Delhi, who were functioning as tl:t:ir ~c~e re­
presentative in India since I9n. They were being paid a commission of 
2%. on sales till May, 1984 when the commission was reduced to 0.25 ~.,. 
The agreement with this company was also terminated in January. 1986. 
No winding up charges were paid to this company, but an amount of 
SEK 100,000 per month was payable for five years from 1986 for adrnin.is­
trative support services. 

7.178 A· joint team of C.B.I., the Directorate of Revenue Intelligcac0 
and the Directorate of Enforcement assisted:the Joint Parliamentary Com­
mittee in verifying the information furnished by Bofors and ascertaining 
~hether any Ir.dian. res: dent in Ir.dia cr abro<:d, or any Ir.dian Ccn:p:ry 
or foreign company associated with Indians was invol...-ed in the receipt 
of payments made by Mjs. AB Bofors to the three companies mentioned 
above. After making thorough inquiries-beth in· Ir.dia ar:d abroad­
and with the assistance of 1N1ERPOL, the In••estigating Agencies furn~a­
ed a comprehensive report. 
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7.17') The Committee find that so far as the company' based in Panama, 
namely Mfs. SVENSKA INC., is <.oncerned, the names of the three 
Dire~t:>rs W-'re found to be the same as given by Bofors to Government. 
However, inquiries by the Investigating Agencies revealed that the President. 
Vic,-President-cum-Treasurer and Secretary of the company were all ladies 
and were not persons of any means. A Post Box had been hired for receiv­
ing the mail of the company but there were hardly anytransactions'since 
its incorporation. The legal representative of the ·company was being 
paid her retainer fee and service charges from Switzerland. As these had 
not been received over the last two years, the Post Box had been de hired. 
No records of annual statements of accounts ip. respect of the Company 
were found. Inquiries conducted at the address in Geneva disclosed that 
the address given was that of the bankers of the company. This company 
received bulk of the payments made by Bofors viz. SEK 188.4 million out 
of a total of SEK 3 I 9 million. 

7.180 · With regard to MORESCOfMOINEAO (PITCO), inqumes 
revealed that there was no person by the name of Lafonte, who according 
to Bofors, was aware of the payments made to this company. No com­
pay by any of these names was registered in -Switzerland. However, in­
quiries made in Lausanne showed that a company by the -name of 
MOINEAO was -registered ther~.· but the! names of the three . directors, 
who .were all , residents of Switzerland, were. different fro.m: the- names of 
directors furnished by Bofors. The Swiss Bank/CREDIT SUISSE, 
GENEVA refused to disclose any. infoqnation relating to: _receipt of pay­
ments by M/s. MOINEAO on the ground that it would be a criminal offence 
under the Swiss laws. The second banker, namely MANUFACTURERS 
.HANQVER TRUST, GENEVA, whose name was given. by AB Bofots 
did :not have any transactions with iuiy of. the three companies :nor auy 
payments were made through them. _by the aforesaid companies to any 
Indian residing in India or outside India. According to the Investigating 

. Agencies, the functioning of this company seems to be mysterious and it 
appears to be only a front organisation being run for. persons not residing 
ia ~witzerland. · 

·7.18 I With regard to A. E. Services, the Investigating Agencies found 
that the two directors named by AB Bofors were having a share of £1 
each while 93 shares all of £1 each were held by a Hong Kong based com­
pany. Originally, this company was called ~TARGET PRACI'ICE 
LIMITED, and had been incorporated in London in July, 1978 with a 
nominal capital of £100 consisting of 100 ordinary shares of £1 each. In 
August, 1979, the name was changed to AE Services Limited. The com­
pany is a sub3idiary of the holding · company called CIAOU (Consortium 
for Information Assimilation and Output Unit)/ANSTALT VADUZ re­
gistered in Liechtenstein. Mfs. A.E. Services had entered into an agree-
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ment with Bofors in November, · 1985 to represent Bofors in India and 
some other countries. This agteement contain_J carefully dra.wn 'Secrecy' 
clauses. Cancellation costs were paid to this com,!)any amounting to US 
$ 7. 3 million. On and at ound 11th September, 1986, the amount wa~ stated 
to have been kept in Mfs. NORD FlNANZ BANK, ZURICH and has not 
been utilized so far so that if any dem'l,d is received from the Inland 
Revenue Department,, U.K., the same would act as a cover. No Indian 
or any Indian legal entity whether rc ;ident or non-resident in India. is 
connected with the holding company CIAOU. 

7.182 · The Committee find that the agreement with A.E. Services 
Limited was cancelled effectively from 8th March, 1986 through a written 
declaration to that effect made on 8th September, 1986, whereby A.E.S. 
acknowledged to have received from the Company (Bofors) "for the benefit 
of A.E.S. parent company CIAOU Amtalt Vaduz, the sum of SEK 
50,463,966 (US $ 7,343,951.98) in full and final settlement of all A.E.S. 
rights and entitlements to fees under the said agreement". It was further 
declared that the only advice given to the company prior to 8th March, 
1986, related to the manner and timing of negotiations and the content 
of the projected contract and that neither A.E.S. nor any of its associated 
companies had done any work in India prior to 8th March, 1986. It was 
further certified that no Indian individual or Indian legal entity or non­
Indian person or legal entity connected with any Indian received any 
payment from the compensation figure. The above declaration was signed 
by Shri M.T. Stott, Director, and counter-signed by Shri R.A. Wilsoit as 
Head of Legal Affairs, CIAOU Group of Companies. 

7.183 So far as the BID ENGINEERING, SINGAPORE, is concern­
ed, the Investigating Agencies 'have reported that it did not receive any 
winding-up costs and hence no further inquiries were made. 

7.184 The Committee thus find that a total of SEK 319 million were 
paid by Bofors to their agents in the context of Indian contract as 'wind­
ing-up' costs. Inquiries made in Sweden with the Ministry of Foreign 
Affairs showed that the Chief District Prosecutor had not been able to find 
any evidence to show that bribes were paid to any Indian, whether resident 
or non-resident in India, to win the Indian contract by A.B. Bofors, nor 
did he find any violation of any Swedish law. He had, therefore. 
discontinued his invc!.tigation. Even thcugh details cfpayment were given 
to the Bank of Sweden. the Swedish Ministry of Foreign Affairs took the 
..;tand that the said information would be kept secret as it was protected 
by Section 5 of the Officials Secret Act of Sweden. Therefore, so far as 
the Govt. of Sweden were concerned, they were not in a position to do any­
thing further in the matter. 
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7.185 Inquiries made with the Bank of Sweden (SVERIGES RIKS 
BANK) also proved to. be of no avail. 

7.186 The Inspector-General of Military Equipment, Ministry of 
Foreign Affairs, Sweden, informed the Investigating Agencies that he had 
personally gone through the documents-from 1975 till date and there was 
nothing to indicate that the Swedish laws were violated so far as the Indian 
contract was concerned. However, he was not in a position to· clarify 
whether the amounts paid by AB Bofors constituted "winding-up costs" 
or "commissions". This was a matter which only AB Bofors could clarify. 

7.187 The Committee again summoned·. the Bofors ·officials on 
7th April, 1988, to examine them afresh, based o·n the findings of the In­
vestigating Agencies. The Bofors representatives reiterated what they said 
in their Communications to the Ministry of Defence and their earlier de­
position before the Committee in September, 1987. The witnesses re­
affirmed that :-

(i) Termination costs were not paid to any Indian citizen or any 
Indian including, any member of the Indian Government or 
any other Government Officials; 

(ii) They had given 'sutJstantial' information to the Ministry of 
Defence and that it was not possible for them to give any more 
information; 

(iii) They were not prepared to hand over to the Committee ·the 
agreements signed by them with the international consulting 
agencies because of 'commercial secrecy'; 

(iv) They would not part with the termination agreements. also 
for the same reason; 

(v) The contracts had been terminated in pursuance of the wishes 
of the Indian Prime Minister ending, in winding up costs which 
was quite 'natural'; 

(vi) They had not paid any bribes nor conspired to pay any bribes; 

(vii) It was "most ridiculous" to attribute to the Chairman of the 
Noble Industries the statement that "he could not guarantee 
that bribes that had not been paid"; 

(viii) Payments through Swiss Banking Channels was a ·normal 
affair; 

(ix) Payments in the Swedish Bank had been shown as "Commis­
sions .. as 'unfortunately' there was no code number for "wind­
ing up costs"; 
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(x) The Chief District Prosecutor who had access to all the docu­
ments had closed the preliminary investigation and there was 
nothing in his report to show that payments made by A.B. 
Bofors in connection with the large order from India were 
not "in fact winding-up costs"; 

(xi) The prosecutor had formed the explanation provided by the 
Bofors spokesmen as reasonable; 

(xii) Closing of the file by the District Prosecutor proved that the 
management of Bofors had no decisive influence in obtaining 
the contract; 

(xiii} There was no evidence at all concerning the allegations; and 

(xiv) Bofors had sold Howitzer guns to India at prices lower than 
what Swedish Army had paid to them for the same guns. 

7.188 The representatives of A.B. Bofors declined to give any more 
information regarding the three consulting agencies domiciled outside 
India than what they had given already. While confirming that payments 
of the order of S.E.K. 319.4 million were paid as winding-up costs, Bofors 
representatives stated that no further payments were due for proposed 

· to be paid. On the question whether they were prepared to re-imburse the 
amount of Rs. 64 crores paid to these companies, the reaction of Bofors 
representatives was that since no one had given any kind of evidence or 
proved that the company had done anything wrong, such a question did 
not arise. Under compulsion to maintain commercial secrecy, Bofors 
representatives expressed inability to give more details of the nature of 
payments on the names of recipients. For the same reason, they express­
ed inability to hand over copies of agreements, including termination agree­
ments with these companies. 

7.189 The Bofors' representatives have admitted that three companies, 
not domiciled in India, were assisting them in connection with the con­
tract for the FH-77-B Howitzer gun under consideration of the Mini~try 

of Defence. They have, however, denied that these companies were 
anything more than Consultants to Bofors, and stated that they were not 
used in any manner within the territory of India. Bofors also claimed that 
under their agreement of secrecy they were not in a position to divulge the 
names of the persons in actual control of the companies or the persons who 
actually received the money. 

7.190 With the refusal on the part of Bofors to make these disclosures, 
in spite of very close questioning by the Committee, no headway could be 
achieved on this issue. However, it is to be noted that such disclosures, 
according to Bofors, might involve them in a breach of contract conditions 
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with the parties who were acting as their Consultants. According to the 
legal advice tendered to the Committee by the Attorney-General, Bofors 
can claim commercial secrecy to safeguard their interests, and that the 
Committee is not in a position to compel Bofors to make these disclosures. 

7.191 In this connection, Bofors' representatives have emphasised that 
the complete record concerning these payments had been seen by the Swedish 
Public Presecutor and that he. had also interrogated the various executives 
concerned in Bofors. They contended that after the investigations, the 
Public Prosecutor came to the conclusion that no offence under SWedish 
law was made out. This, according to them, clearly shows that moneys 
paid to the three firms afore mentioned were not paid as bribe because bride 
i.s an offence under Swedish law. The Attorney-General is of a similar 
view. The explanation given by Bofors' representatives, therefore, has 
force and their stand on this issue is not inconsistent with the legal position. 
As such, the Committee in the absence of any further reliable information 
or proof are of the view that while full details of the reasons for payments 
and names of recip;ents are not known, no direct evidence of documentary 
proof i~ available to su~tain the allegation that the payments made by Bofors 
are of the nature of bribes or commissions paid to middlemen. 

7·192 Bofors' representatives w~~e closely examined on the huge amounts 
paid to the three companies which appeared to be excessive as compared 
to the services alleged to have been rendered by these consultants. In 
this connection, Bofor's representatives explained that the earlier agreements 
entered into with these companies had to be terminated consequent on the 
desire of the Governm~nt of India that there should be no middleman or 
agent involved in this contract. It was contended by Bofors' representatives 
that the winding up costs had to jnclude compensation for loss of profits 
a-. also the fact that th'! Consultants lostthe chance of undertaking other 
business while they were acting for Bofors. It was after detailed considera­
tion of the various options available to them that the Bofors management 
d~cided, at that point of time, that the best option for them would be to pay 
winding up costs and terminate the earlier agreements. In this connection, 
B.:>fors' representatives furnish'!d a certificate after due audit of their account­
ing records for the year 1986 and the period 1st January to 31st August, 1987 
by a PublicAccountant in Sweden. According to the certificate furnished 
by Bofors, the Public Accountant vide his opinion dated September 14, 1987, 
has supported the following statements : 

.. (1) AB Bofors has had an agreeffil~nt for representation in India 
and general consultancy agreements, which under circumstances 
prevailing earlier would have been applied to sales of M/s. 
A.B. Bofors Products. Some of those agreements originated as 
long ago as in the late nineteen-seventies. 
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(2) The agreements mentioned under item 1 have been tenninatcJ 
· and ar~ no long~r applied. 

, (3). Termination costs for the consultancy agreements (mentioned 
under item I) were paid out during 1986. No payments oo~ed 
on the agreements have been made after December, 1986. . 

( 4) The termination costs were substantially lower than the amounts 
which would have been paid if the agrec·ment in force during 
1985 had been applied. 

(5) The final prices in the FH 77 contract to India are lev-er 'tbr n 
comparable prices offered to any other custcmrr, i.e. India· is 
treated as the most favoured customer. 

7.193 A copy of the certificate and the opinion of the Public Accountant 
is at Appendix XI. 

7.194 In the absence of any other reliable evidence to the contrary, 
the presumption caused by the certificate (Appendix XI) goes in favour of 
Bofor claim that placed as they were in the y(·ar 1986, the exerci~e cf the 
option to pay winding up costs was in their best interests. 

7.195 Shri WN Chadha, Chairman, Mfs. Anatronic General Corporation, 
in his deposition before the Committee reiterated what he had already totd 
the Investigating Agencies earlier. He affirmed inter alia that-' 

(i) he neither accepted nor performed any services for Bofors' that 
were against the Indian laws; 

(ii) all along he had acted as a representative of Bofors and not as 
an ag•!nt or a middleman; 

(iii) he had never taken part in technical or financial negotiations 
and the only services that he bed rer.deHd to :Bcfcrs \Hle 1o 
provide logistic support for movement of their equipment for 
trials in India, to look after their boarding, lodging, travel and 
other arrangements and to obtain the information d.:sired by the 
Ministry of Defence from Bofors and supply the same to th~ 
Mini~try; · 

(iv) according to him, the words •commission• and •remuneration 
used in the agreements with Bofors connoted the same meaning; 

(v) he had not h ~ard of the three consulting ag:ncies to whom 
Bofors had admitted having paid winding up costs till their 
nam~s appeared in the newspapers; 

('vi) he was not aware of the commitments or the considerations 
which forced Bofors to make payments to those companies by 
way of winding up termination costs; 
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(vti) whatever p:1.yments he had received fromBo(ors had been (~lly 
accounted for and declared in his Income-tax Returns and also 
reported to the Reserve Bank of India;_ 

(viii) he did not have any clout with any political personality in India 
· or with any key figure in the Defence Ministry; 

(ix) he had not absconded from India in May, 1987 as reported but 
had g.:me to the United States on business and that he fell ill there; 

(x) ail his m'!dical expenses were borne by his brothers and other 
relations in the United States; 

(xi) h~ h1d surrendered th'! Green Card give~1 to him by the U.S. 
Governmmt and not 'lost' th'! Green Card status; 

(xii) h'! h:td not surreptitisouly managed to disburse any commissions 
to any Indian leaders or politicians nor he had deposited any 
m'lneys in Swiss Banks; and 

(xiii) he had no bank accounts abroad either in his own name or in 
the name of any member of his family or in the name of anyone 
with whom h'! had financial dealings, etc. 

7.196 The Committee find that pri9r to January, 1986 Shri W.N. Chadha 
was th~ Bofors' sole representative for the Republic of India under a Rc~. 
presentation Agreement. Th'! Agreem'!nt was sigtl.ed in 1978 for a period 
of three years, was replaced by another Agreement in March, 1981 and again 
in' Nouember, 1984. The contents of the Agreements appear to have re­
mained the same except for the remuneration provided in the form of com­
mission on the value of sales. In the March, 1981 Agreement, the commission 
was shown as 2 percent on payments received by Bofors, but_ in the November, 
1984 Agreement this was reduced to 0.25 per cent. Agreements earlier to 
January, 1986 also provided for compensation as re-imbursement forexpet:tses 
an am')unt of SEK 100,000 per annum. The January 1986 Agreement 
under which Bofors appointed Shri W.N. Chadha as Administrative Con­
sultant on a remuneration ofSEK 100,000 per month counted from Jan~ry I. 
1986, but without any commi ;sion on sales. It is evident that the stat~s;of 
Shri W.N. Chadha vis-a-vis Bofors for their business in India, prior to January, 
1986, was that of a representative entrusted g~~nerally with theipromotion of 
sales of Bofors' ordnance and performing the various support service'sffor the 
Bofors' personnel. The Agreements prior to Jan'Uary, 1986 did not, however, 
confer on Shri W.N. Chadha the status of a duly authorised agent to· enter 
into any contract with a customer or bind Bofors in any way without their 
written consent. Even with regard to negotiations, the condition was that 
direct business negotiations were to be handled by Bofors, with the participa­
tion of th'! representative, and that the representative had no authority to 
mlke contracts on b~half of or any other way to bind Bofors. These are 
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important restrictions and they show that the role of Shri W.N. Chadha as, 
representative was, essentially· a supportive one. Though the Agreement 
did provide for the participation of the representative, Shri Chadha has 
claimed that he never, in fact, took part in any negotiations or a meeting 
in the Ministry of Defence. This is borne out by the documents furnished 
and evidence tendered by the Officers of the Ministry of Defence as also 
the Bofors' officials. The Committee. find that in so far as the contract 
for the FH-77B Howitzer gun is concerned, Shri W.N. Chadha did not 
represent Bofors in any negotiations with the Ministry of Defence. 

7.197 The Committee, however, does not accept Shri Chadha's contention 
that even prior to January 1986, he was not interesred in the promotion of 
sales of Bofors' ordnance or that the words 'commission' and 'remuneration• 
have the same meaning. The provisions with regard to remunerations for 
Anatronic General Corporation was on commission basis to the extent that 
sales of Bofors' ordnance in India were effected, Shri Chadha as the repre­
sentative would have been entitled to receive a commission on payments 
received by Bofors at the rate of 2 per cent under the March, 1981 Agreement 
till it remained in force, and one quarter of 1 per cent und(;r the No\'Cm­
b'!r 1984 Agreem'.!nt till and of 1985. 

7.198 The Committee find that Bofors paid a total amount of Rs. 59.20 
1akhs to the A.G.C. (Anatronic General Corporation) and A.G.C.P.L. 
(Anatronic General Corporation Private Limited) during the period 1979-87 
(upto June, 1987). This includes an amount of Rs. 9.25lakhs received by 
A.G.C. as re-imbursement of trial expenses for the gun during the years 
1980-82. 

7.199 0.1 th'! basis of the foregoing, the testim')ny of Shri W.N. Chadha 
togeth'!r with the testimony of the Bofors' representatives and the records 
furnished and evidence tendered by the officers of the Ministry of Defence. 
the Committee feel that Shri W.N. Chadha cannot be described as a middle­
man between Messrs. A.B. Bofors and the Ministry of Defence, Govern~nt 
of India. 

7.20) As regards investigations under FERA into the affairs of Anatronic 
G::meral and Shri W.N. Chadha, the Committee understand that the Directo­
rat~ of Enforc~ment are making further investigations and some cases are 
also sule judice. The Committee would, therefore, refrain from making any 
comments in this regard. 
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LEGAL POSITION 

Opinion of the Attorney-General for India 

8.1 The Committee had the benefit of the opinion of the Attorney-­
General for Indi::r who addressed the Committee on two occasions during 
~itti11gs hdd on 15th February, 1988 and 8th Aprit, 1988 During his 
address, the Attorney-General explained the legal .position and possible 
iurthcr action in this case. 

(a) Payment of commissions 

8.2 The Attorney--General expressed the view that since the 
Government of India had made it clear that they would deal with Bofors 
jircctly and had insisted that there should be no middleman in the 
transac~ion, it became a condition precedent to the contract. Therefore. 
Bofors were bound to fulfil that condition. He added : 

' ... • 
"The condition precedent to the- performance of the 

contract that there shall be no middleman can be proved in a 
court of law though it is not found in the tert~s of the contract. 
Such a question has arisen before the Supreme Court. There is a 

n1ling of the Supreme Court also." 

8.3 Asked whether it was not necessary that a clause to that effect 
should have been specifically included in the contract, the Attroney­
General replied : 

"No, I won't say it is absolutely necessary to incorporate 
because terms are between too parties. Condition precident can 

also be oral. It is not enjoined that it should be necessarily in 
writi!'lg." 

He ~ddcd : 

"Here there is no contr,lVersy between tho.! two parties. 
This question will be relevant only when one party disputes with 

· th.: olher party affirming about the understanding regarding this 
· dause. Since in this case there was no dispute between the 
rarties concerned, there was no need to put this clause." 

179 
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8.4 The Committee pointed out that ]lad this clause been included 
in the contract with Bofors, there would have been no occasion for Bofors 
to refuse information by claiming "business confidentiality". To this, the 
Attorney-G_er.eral replied that even if that clause had been put in the 
contract, Bofors could still have raised to confidentiality question. 

8.5 The Committee pointed out that Bofors had taken the stand 
that they had paid no commissions, that they had terminated the 
consultancy agreements in pursuance of the wishes of the Government 
of India and had, therefore, paid only winding up costs. Reacting to 
this, the Attorney-General stated that in the absence of the contracts, 
which M!s. Bofors had entered into wi'th the three companies to whom 
winding up costs had reportedly been paid, it would be difficult to say 

whether the amounts paid constituted 'commissions' and were thu:; ngainst 
the terms of the contract. He added : 

"Unless we get the terms of the agreement it is very 
difficult for us to take any decision. I am not able to see. any 

legal position by which we can proceed ... So we are in a very 
difficuh position without knowing the term> of the agreement 
whether the companie:i are true comp:mic:;, or bogus companies, 
whether the amounts were paid really, and so on. Agmn we are 
~tuck up for want of material." 

8.6 The Committee enquired whether, in the context of the contract 
with Mjs. Bofors, the advisors or consultants of the company could bt: 
considered as middlemen. To this, the Attorney-General replied : 

"A business activity, particularly an activity like this, 
cannc·t be carried out by one person. In order to carry out the 
business, sometimes the person may uot even know anything 
and others will be advising him. So, a person carrying on a 
business activity is likely to have an expert advice vis-a-vis the 

1:-usiness aspect; expert advice on legal ~spects; expert advice en 
a':::ount::mcy aspects; expert advice on mark•:!t conditions, e!c. 
Therefore, the appointing Advisors, Planners, Executives; 
Ccnsultants; or Marketing Surveyors are not middlemen. 
Similarly, the Financiers and there are not middlemen. They 
ccrtninly get a good share; sometimes the terms of the contract 
may specify it. 

A "middleman" is really a pr.r:;on '' ho brings two persons 
together :.1 <t li:msaction; and for th~ fruitio:•. he 1 • entitled fo~ 

p'lymt:nt of remuneration. Tbi's sort of oiddkm:10 will be there 
not only in a single transaction, but in a series of transaction3. 

and in business transacL.ms." 
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He add:.:d : 

"The middleman either plays an important role in bringing 
about two contracting parties or he nlso plays an important 
part in the terms and conditione; which the two parties are­
negotiating. That is, he plays a rote in bringing those two 
parties togeth~t with regard to the transaction entered into by 
th~m. 

8fl:. Referring to the three cOmpanies, to whom winding-ul? costs 
were stated to have been paid by Mjs. Bofors, the Attorney-General 
stated 

"!f the evidence before the Committ~e clearly established 
to the satisfaction of the Committee that none of these three 
or four companies which are alleged to be middlemen had 
anyth'ng. to do with this transaction in tht." sense that they came 
ta India or certain Indian officials went and discussed about 
these transactions, they brought the Bofors and the Indian­
authorities together-If nothing of that kind is there, if no 
material is available-merely from the circumstance!> of Bofors 
havin~ paid certain amount to cert:tin company, one cannot 
draw the inference that th~y are middlemen." 

8.8 Asked whether the purchaser herd a right to force the seller to 
give deta_ils cf the middlemen and the payments, th~ Attorney-~neral' 
stated : 

"There is a legal problem in thYs context. When you ask 
somc:hody t~ prove that there is Lo mi.:ldl:!men, it means, you 
have asked him to prove the negative. How can I prove a 
thing which does not exist ? Only positiv~ things can be­
established. How can he prove a negative thing. Suppose in 31 

given case, somebody crccuses the uther contracting party. And 
l1e says : "I do ncit have a middleman." How can he prove when 
he does not have a middleman. On the other hand, if there is a• 
middleman, he will be able to prove that because he ts prov10g 
an ~.flirmative thing. Under our law, under the Evidence Act, 
one cannot be asked to prove the negative .. ; 

If, according to him they are not commission agents or 
middlemen and if you are not able to prove that they are middle­
men, there is no obligation on his part to disclose anything. You 
are only assuming that there is a middlemen and slying that he 
is not disclosing the ~mount. The burden of proof is on yqu."' 
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(b) Commercial confidentiality 

8.9 Attention of the Attorney-General was drawn to Clause 26 o:r. 
the r.grcem(;nt entered into between the Ministry of Defence and Mls. 
Bofcrs which provides as under : 

"Both parties agree not to disclos-e to third parties, except 
as may be necessary for the execution of thi > contract, any 
confidential, private or proprietary information supplied in the 
course of negotiations 0r under this contract by the other pat1y." 

Explaining the implications of this clause, th~ Attorney-General 
stated : 

"It means there ~s a complete embargo on both the 
Government of India and the Bofors, from disclosing to third 

· parties any informatica about this contlact. The only narrow 
area and cover where they can depart from this ma'ndate of 
secrecy is that such diSclosure may be nec:!ssary for the execution 
·Or pe-rformance of this contract. Otherwise ther~ i:; an embargo 
on both the parties." 

8.10 The Committee enquired about the implications that woul« 
follow from the refusal of Bofors' representatives to produce the relevant 
documents on grounds of commercial confidentiality. The. Attorney­
General ·stated :-

"'When there is no means of compcliing them for production 
Of those documents, in certain situativns there is on.! altern:llive 
and that 'is to draw an adverse inference against the party who · 
reim.eJ to put in the document. But that inference can be drawn 
only if the document will be relevant to the question..... The 
secona a5set is tluit, we can draw adverse inference only if be 
cannot claim privilege of the documents. For insta'nce 1~ 

advice given by a Lawyer to the Government. So the claim ot 
Bcfors of commercial confidentiality with regard to the trans­
vctions which they have entered into is right. They can claim 
commercial confidentiality. So they will be entitled to a 
privilege of documents. This will be th~ position." 

8.11 The Attorney-General further observed that just as Govern­
ment of India could not be compelled by any third party to disclose the 
terms of the contract with Bofors, the latter also could not be corr,pelled 
to Jo so m so far as their dealings with third parties were concerned. 

Therefore, the stand of the Bofors was 'correct'. 
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(c) 'TerminatiOn' of Contract 
8.12 The Committee enquired whether the Government of India could 
terminate the contract on the ground that the Bofors had violated the 
assurance given by them regarding involvement of middlemen. The 
Attorney-General observed that clause 16.1 of the contract dealt with 
termination of contract. The said clause provided only for a particular 
contingency namely terminating the contract by serving 180 days' notice. 
He added that if there was a breach of promise made by the Promisee or 
the Promisor, the other patty had always got an option eith~r to terminate 
the contract and sue the other party for damages ur to keep the contract 
alive and compel the other party to pay adequate C9mpensation. 

The Attorney-General further opined :-

"So far as the legal aspect is concerned, if the Government 
of India, on proper advice, strongly feels that there has been a 
breach of contract on thefr part, it may issue ·a notiCe of breach 
and terminate the contract. If it is disputed, by the other party 
then again it will go to the arbitrator. Therefore, whether we 
terminate the contract or do not terminate the contract, in either 
event, it will go to the arbitrator." 

8.13 The Committee pointed put that Mjs. Bofors had deposed 
before th.! Committee that by riot·· informing the Ministry of Defence 
about ·the payments on account of winding up costs of three companies 
they had committed a mistake. Asked whether, on this basis, the ccntrl).ct 
with Mjs. Bofors could be cancelled by the purchasers~ the AttQm~y­
General stated : 

"A contract can be cancelled only if there is a breach of the 
t.;:rms of the- contract. If there is no breach of the terms of 
the contract there cannot be . unilateral cancellation of the 
contract. That certain persons are being implecated by rumours 
is not a ground for terminating the contract. Law recognises 
only facts which are capable of proof before a court of law. 
The Committee is examining whether there is a legal proof that 
there were middlemen. On the facts established, payments to 
certain companies are proved. The termination of the agreement 
is proved. They are saying during the evidence they made a 
mistake in not informing that they paid the winding up charges. 
From these I am not able to see how inference can be ·drawn that 
they were middlemen related to the Bofors deal. We cannot 
presume that a person is admitting a guilt unless he specifically 
admits it. When a person is giving defence you may treat 
it with suspicion. But for inducting any one there must be legal 
proof." 



IR4 

(d) Findings of the Public Prosecutor 

8.14 The Committee drew attentiQn'to the fact that the Public 
Prosecutor in Sweden, who had initiat~d an inquiry against M/s. Bofors 
for allegations of payment of bribes, had closed the case. The Committee 
wanted to know the legal effect of such a conclusion arrived at by the 
Public Prosecutor. The Attorney-General explained : 

"He enquir~d into an accusation of payment of bribe. 
Bribe means payment of certain money or some valuable property, 
. etc. to a person who is holding a public office, who is disc;harging 
public duties for showing favours. 

If he feels sure that the so-called companies were not in 
that capacity, then it does not really become a bribe. He must 
have been investigating as to whether some public authority or 
public servant was paid any money; whether these transactions 
were really a cover for utilising the moneys for paying to some 
official person as a bribe. 

His closing the investigation shows that there is no material 
or there is no evidence .. Otherwise, if any amount of money has 
passed to any p::rson holding a public office, then, he would have 
proceeded with the investigation." 

8.15 The Committee pointed out that Bofors' representatives had been 
absolutely categorical in saying that they had not paid any money either to 
an agent or to any p::rson for securing the contract. Asked about his own 
a'>Sess.ment of the situation, the Attorney-General stated: 

"If there is any payment, it is not necessarily related to com­
mission .•...... It may be the service charges or other business · 
connection charges or the coosultancy payment made to them. 
Or it may be used for siphoning off the money. There can be 
three alternatives. Befores on the other hand in their evidence 
commented that they paid it only to such and such companies for 
such and such reasons. There was some speculation in Sweden 
that some announcement was made in the Radio that bribes were 
paid. It said Swedish autho!ities are in motion and their prosecu­
tor has also investigated it and has now closed it. At present thete 
is not even any circumstantial evidence from which one can come 
to an inference that these payments were necessarily related 
to payments for middlemen." 

He added:-

" ...... in the absence of evidence by which even the Swedish 
Prosecutor had said that I am not able to find any offence like giving 
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bribe, etc., one. cannot draw an inference that the alleged payments 
to these three companies were really made for being utilised as bribes. 
So there is no material to say that the money was actually paid by 
way of commis5tion to a commission agent." 

(c) Concept of bribe 

8.1f Explaining the charges of brible, the Attorney-General stated : 

"Jurispmdentially, it is related :only to public servants or 
persons holding public offices, who li~ve taken illegal gratifica-· 
tion to show official favour. An arrangement by which some;. 
money ~s paid by a private person to another private person 
does not strictly fall in the concept of bribe. The Prevention 
of Corruption Act applies to public servants. 

As far as private parties are concerned they can be related 
or involved in an offence relating to bribe as abettors. To that 
extent, they will be liable." 

(0 Lcfal remedies : .•.. • 
-

8.17 The Committee enquired whether any civil or· criminal action 
could be initiated under the Indian Law against Mfs, Bofors for their 
refusal to give complete information regarding payment. of commission 

which Bofors claimed were winding-up. charges, the Attorney-General 
stated : 

· "Any matter which is a civil dispute .cannot be taken to a 
criminal court. Here, the con~rov~rsy between the two parties 
depends upon the interpretation of the terms of the contract. 
If they put one interpretation and claim what they have done is 
right, if you put another interpretation and claim something else, 
then lt is a bona fide dispute· and a civil court can go into it." . 

"' : . . 

8.18 Asked how Bofors could be compell!!d to disc~ose information 
about commissions; the Atto~riey-Gener.afstated : . · · 

"The primary evidence ~to prove this _will: b~ f~om those 
alleged commission agents who received the compensation for ter­
mination of their contract and the terms of the contract entered 
into between the Bofors arid them,. B·ut the~e is no proper law 
by which Committee D'l~Y ·. be able. to ~Compei the . pJ;Oduc­

tion of such inf,orma~ion frOltl. . those · alleged commissioiJ. 
agents." 

S/81! LS3/88-14 
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He added: 

"The primary evidence is only the contract which ha~ t,:, 

be terminated. In its absence, our terms of reference permit us to 
go in for secondary evidence. But in our case, it is not possi­
ble, unless the party to those transactions produces a copy of 
those contracts." - . 

8.19 Asked whether it meant th~t it was almost impossible to !!Ct 

out of this handicap, the Attorney-General replied : 

"Yes, it is almost i.mpossible. Regarding immovabl-: 
property, there is a provision for registration before the Registrar. 
Suppose there is some such provision either in lndia or abroad 
to register this contract--or in Sweden-probably from th::.~t 

authority you can get secondary evidence. In its absence. tl1.:-r..: 
will not be any secondary evidence available. So, we have to 
go only to the original." 

8.20 The Committee enquired whether there was any provision in tho! 
Swedish Law which could be resorted to obtain evidence or information 
by due legal process either from Rofors or from anybody etc. Th.: 
Attorney-General explained : 

"I have been able to obtain through the help of the Law 
Ministry the regulations for both civil and crimipal cases of 
evidence from the Swedish Court of Judicial Procedure. I hav.: 
gone through those provisions. But this will be applicabk in 
the proceedings before the Swedish courts or Swedish authoritk-.. 
Indian courts or Indian authorities will not be able to resort tl' 
these provisions to compel either Bofors or any other ~l?r.,ons 

in Sweden to provide any evidence or material which may b-.! 
required. This is one aspect of the matters." 

8.21 In regard to the powers of the Committee to res01·t to kg;.ll 
proceedings for obtaining information, the Attorney-General stated : 

"So far as the transactions with Bofors are concern~d. in 
which the Committ~e is interested, that ultimatdy depends upon 
the terms of the contract itself and the alleged right to s~cr~q' 
which Bofors has claimed. 

This apart, as far as persons who are not Indian n2tiHll~•i& 

are concerned, not only this Committee, but cv"""D courts in lnc!i:1 
will not be able to exercise effective judsdiction unless thl.'"y an: 
amenable to our law courts. There may be ccrtuin situutilln:,>. 
when a foreign~r may be amenable to our jurisdK:tion liloe if a• 
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person is in this country and the court has been able to serve a 
notice on him or he is actually carrying on business in this 
country; otherwise a foreigner is not amenable to our law courts. 
This is the legal position in regard to the right of the Commit­
tee· To resort to any legal proceedings. 

8.22 As to the provisions in Swedish Law in regard to freedom of press 
and the right to information, the Attorney-General observed : 

"I have been able to obtain the constitutional "documents of 
Sweden. There is a chapter on the freedom of the press. This 
does not give any help to us as to what information we can obtain 
from the press or any body else. This contains the provisions to 
ensure the freedom of the press and, at the same time, safeguard­
ing public interest so that freedom is not misused. Therefore, 
I don't think, from this we can get much guidance." 

8.23 The Attorney-General drew the attention of the Committee to 
'Section 8 of Chapter 8 of the Swedish Secrecy Act which is analogous to the 
()ftlcial Secrets Act in India. The section reads as under: 

"Section 8 

Secrecy shall apply within the banking business of the Bank 
of Sweden and within the National Debt. Office's borrowing activities 
to information about the economic conditions of any private subject. 

Secrecy shall apply in .any other borrowing activities or com­
mercial lending activities, carried out by a public authority, to any 
information concerning a private subject's business or management 
conditions, if it can be assumed that the person concerned would 
suffer loss, should the information be disclosed. 

Where such information to which secrecy according to the second 
paragraph has been given to another authority, the secrecy 
shall apply also within that authority. However, the secrecy shall 
not apply, if the information is contained in a decision by the re­
ceiving author-ity. 

Secrecy regarding information contained in an official docu­
ment shall apply for a period of not more than twenty years.". 

·X.24 The Attorney-General was of the view that so far as the banking 
business of the Bank of Sw,dt:n \\as concermd, th'Y could daim secrecy 
under the provision of the above Section. 

'X.25 In reply to a further question whether the Committee could hope 
to get the information by going to Sweden and taking the a-;sistance of the 
:Swedish law, the Attorney-General stated : 
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"There, there will b:! no autho:-ity. for this Co:nmittt:e to exer­
cise any pJow;:r. But if any statutory authority in Sweden had 
been conferred this power to co:np:!l them to furnish any inform:l­
tion, the Co:nmittee mightjexplo:-e that p:>:;itio1. to co:npzl B~>fors. 
Otherwise, this Co:nmittee will have no power to corrip:l any p.:rson 
there." 

TI6 In reply to a further qu:!5tion whether the investigations made 
by the Public Prosecutor of Swed!n wa:lld be admissibt;: before the Com­
mittee und!r S!Ctiom 42 and 43 of the Indian Evid!nc:! Act, the Attorney­
General stated : 

"Under the Swedish law, a number of thing> are confidential. 
So, it may or may not be avialable to us. There is no method by 
which we will be able to get that evid!nc!. S!Condly, even if those 
materials com!, the material o!>tained dtuing investigatio:t, by itself, 
will not constitute legal evidenc:. They are ex parte investigations 
............ So, it will not help." 
He added : 

"There is no proJof whether a middleman wa> engaged or thesl!" 
payments were made to the middleman; that is the end of the matter. 
It may be that they may have told a lie. So far as this contwversy 
is concerned, there is no proof." 

8.27 Th! OJ:nn;ttee enquired whether, on the basis of available evi­
d:n::!, a'l inferen-::~ cnld b: drawn that the paym:nts approximately mad.:­
by BJ~o:-s co:.tld have in!lu!n-:::d the winning ofth:! coJ.tra~t. The Attorney-
General observed that such a conclusion could not be drawn. 
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CONCLUSIONS 

9.1 The Ministry of Dt:fence suppli<d to the Committee all the infor­
mat:on r<~uiHd ty the Corrmittee in tU:p<ct of this Irc;uiry .. Tt.c infor­
n:at:on ir.clu:l<d H cHt ar:d claH:f, d doct rra nH. 1 he 0 nf1 al Inn~fga-

ting Agencies have al~o, within ad ott ftr.e, Hr.do<d H.e tut fOH ll\ assis­
tance. The Bofors' rcprescntatiHs, \\l:O app<aHd t\\:cc b f01c th~' Com­
mittee, laH alw fwni~l.<d ir.f01rr.at:on ard oplar.::-fons in rcf:p<ct ofvarious 
matters. They, l.o\\nu, d<clir.<d to fmnifh, on· gJot:r.ds of conm([cial 

!>ecrecy, details of agr<<rnmts <nto<d tron by tr.<Iil. "'ith tt.eit Con~d!:mts. 
Information regarding the ttanfacfons Hlatirg to the ra)rnmts nade by. 
Bofors could not be procured on account of the HCrcey cla.m<d ty th IankS 
in Sweden and Switzetland. 

9.2 No perfon in puHc He or from the rn<d:a app10achcd the Com­
mittee for furni~hing ir.f01 mat ion or t< r.dcr:ng any ev:dcnce in respect of 
any of the matters under inquiry by the Committee. It is to be recalled 
that the Prime Minister stated in both Houses of Parliament, on more than 
one occasion, that if any ev:d<nce \\as ~r.ade a'ailatle to estal:lifh allcgafons 

of payment of bribes, the severest dc~;on "ill be takm against the offenders. 
The Defence Minister tad made similar statcmmts. However, no one carne 
fon\ard to offer any information or tender evidence to the Committee. 

9.3 Based on cart:ful examination of the documents procured by the 
Committee from the Ministry of Dtfc nee, the Rq:ort of the Cmttal Jnvesti­
j;ating Agencies, the testimony of the witnesses examined and the advice 
tendered by the Attorney-General on the 'arious kgal aspects, the Corr.rnit­

tee have arrived at the following conclusions :- · 

(i) The Committee are firmly convinced tt:at the p;ocedure followed 
for the selection of the Bofors gun system was sound and objec­
tive, and the technical evaluation of the var:ous ·gun syst(ms 
considered was thorough, flawless and meticulous. 

(ii) The Bofors gun meets all the essential tcchnical.and opnat:onal 
parametets of a medium fidd gun. It is a fully int€gratcd and 
automated system, which has a true burst fire capability, the 
requisite range, mobility and built-in stHtch r:otmtial for full 
automation, both in barrel and design, acc,ptance of new types 
ofi,ammunition etc. It is a wphisticatcd_ gun system~ \\hich 
should remain in-date for very many years. 

189 
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(iii) The Neptiating Committee established by the Government 
was able to g~nerate keen comp:!tition amongo;t the competing 
suppliers. No middleman was involved in the commercial 
negotiations leading to the finalisation of the price and the other 
terms of the contra-;t with Bofors. As a result, the Govern­
ment succeeded in securing the contract at the lowest price 
and on the best financial and other terms. The Committee 
have noted with satisfaction that the price of the Bofors gun 
system in the Indian· contract was the lowest compared with 
prices in contracts with other customers. 

(iv) The Boror~ gun contract is fully backed by financial and per­
formance guarantees and a warranty bond which is also backed 
by a Bank guarantee; the pric~ increase in the future is. well 
contained, the purchase is supported by the provision of sub­
stantial credit on attractive terms and the uninterrupted flow 
of supplies is fully assured by the Memorandum of Under­
standing between the two Governments. The Swedish Govern­
ment has also provided assurance to facilitate counter-purchases 
from India for offsetting our purcha<;e. 

(v) No extraneous influence or consideration such as kickbacks. 
or bribes as alleged in the media affected at any stage the selec­
tion and the evaluation of the gun systems. or the commercial 
negotiations with the comp:!ting suppliers. The Committee 
have not come across any action or decision of any officer or 
member of the Government which could be viewed with slightest 
suspicion at any stage of the Bofors Contract. The evidence 
before the Commiitee conclusively establishes that the decision 
to award the contract to Bofors was purely on merits. 

(vi) Bofors paid SEK 319.4 million to three companies, not domicikd 
in India, as winding-up charges. for terminating agreements 
for consultancy and marketing services. etc. Despite persistent 
demands from the Government of India, Bofors declined to 
give details of these payments and the recipients thereof. On 
the basis of available evidence, two of these companie~ appear 
to be front agencies established in tax havens. The c!rtificate 
rendered by the Public Accountant in Sweden, after auditing 
Bofors' accounts in respect of the Indian contract, supports 
Bofors' claim that the payment of winding-up charges to these 
companies in 1986 was to the advantage of Bofors and the 
Bofors' agreements with these companies were required to be 
terminated to fulfil the wishes of Government of India. that 
no middleman or agent should be involved in the contract f,,r 
the supply of the gun system. 
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(vii) Bofors have expressed inability to furnish copies of their initial 
as well as the termination agreements with the three companies 
to whom winding up costs were paid, on the plea of commercial 
secrecy. They have claimed that such disclosure would be a 
breach of their confidentiality agreement with these companies. 
According to the advice of the Attorney-General, the stand 
taken by Bofors is sustainable in the circumstances of the case. 

(viii) Shri W.N. Chadha was earlier Bofors' representative in India 
and, from January 1986, he was appointed as Bofors' Adminis­
trative Consultant. In the Agreernents covering the period 
upto the end of 1985, there was a provision for the payment of 
commission on sales to Shri Chadha, but his role during this 
period was essentially supportive in nature and not that of a 
full-fledged agent who could bind Bofors in any way or enter 
into negotiations on their behalf. Evidence before the Com­
mittee shows that Shri Chadha did not take part in the nego­
tiations and did not act as a middleman. In so far as the in­
vestigations under FERA are concerned, it would be for the 
concerned competent authorities to decide the matter. 

(ix) On the ground of ~pmmercial confidentiality, Bofors have not 
furnished full details of the persons to whom winding up costs 
were paid. Nobody has come forward with any evidence in 
regard to the identity of recipients of payments made by Bofors. 
The legal advice given to the Committee is that Bofors cannot 
be compelled to furnish the requisite information/documents 
to the Committee. It has not been possible for either our 
investigating agencies or any other source to find any evidence 
regarding the identity of recipients. The Committee have, 
therefore, not been able to reach any conclusion in regard to 
the identity of recipients. However, there is no evidence to show 
that any part of the winding up costs was paid to any Indian 
either resident in India or abroad. 

(x) The fact that the investigation initiated in this case by the Public 
Prosecutot in Sweden was closed after examining Bofors' Officials 
and the relevant records of the Company, suggest that no offence 
could b! made out under the Sw.!dish law. ln other words, 
the Public Procecutor who had access to all the records in 
Sweden has not been able to establish any charges involving 
bribes and kick-backs in Bofors' Indian contract. 

(xi) There is no evidence to show that any middleman was involved 
in the process of the acquisition of the Bofors gun. There is 
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also no evidence to substantiate the allegation of commission:> 
or bribes having been paid to anyone'.' Therefore, the question 
of payments to any Indian or Indian Company whether resi­
dent in India or not, does not arise, especially as n{) avidencl! 
to the contrary is forthcoming from any quarter. 

(xii) Mere suspicion as regards existance of middlemen an.d/or pay­
ment of commissions does not constitute sufficient ground for 
initiating action to terminate the contract with &1fors or to 
raise claims for the reimbursement to Government of payments 
made by Bofors to the three foreign companies. Thi:> is abo 
the view of the ·Attorney-General for India. 

(xiii) There is no evidence to establish that the Bofors· pa)ment t,). 
talling SEK 319.4 million involved a violation of any Indian 
law. 

(xiv) There is no evido!nc:! of any other paym!nt having b.!;!.J. made 
by B::>fors for winning the Indian contract. 



APPENDIX I 

(See para 2.12 of Chapter II of Report) 

Report of the Sv.·edislz ·National Audit Bureau 

Unofficial 

Translation 
The Swedish National Audit Bureau 

The Auditor General1 June 1987 RRV Reg. No. 1987 : 478 

UDH Reg. No. 483/1987, PR 

The Government 
Ministry for Foreign Affairs 

Trade Department 

J nstructions to the National Audit Bureau. 

On 29 April 1987 the Government instructed the National Audit Bureau, 
after consultation with the Militar)'I .. -Equipment Inspectorate, to carry out 
an audit of the records underlying AB Bofors written report of 24 April 
1987 to the Indian ambassador in Stockholm. The National Audit Bureau 
was also to go through any pertinent material at the authorities concern­
ed. The audit was to be carried out without delay and the result was to be 
reported to the Government not later than June 1987. 

The National Audit Bureau has been in contact with the following autho­
rities to obtain any information relevant to the examination : 

The Military Equipment Inspectorate, the Bank of Sweden, the National 
Police Board, the National Tax Board, the Customs Office, the Export 
Credits Guarantee Board, and the Public Prosecution Authority in Orebro. 
Furthermore, the National Audit Bureau has been in contract with the 
Newscast Editorial Office (Ekoredaktionen) at the Swedish Broadcasting 
Corporation. 

I 

The National Audit Bureau also contacted AB Bofors (in the first instance 
Mr Anders G Carlbers Chairman of the Board and President of the group 
Noble Industrier Sverige AB, Mr. Per Ove Morberg, President of AB 
Bofors, and Mr. Lars Gothlin, Chief Company Lawyer at Nobel Industrier 
Sverige AB) in order to obtain information of importance for the audit. 
An authorized public accountant, Mr. Ulf Gometz, Goteborg, who had 
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been appoil'l.ted by~the National Audit Bureau to assist in the examination 
of material at AB Bofors, p_articipated in some of these conversations. 

AB Bofors has _conveyed in various contexts a wish to assist in shedding 
light on this matter, but has at the same time stressed the importance of 
confidentiality with regard to the company's business operations. The 
National Audit Bureau has informed AB Bofors that Swedish legislation 
does not allow absolute confidentiality. On 20 May 1987 AB Bofors 
informed us that since confidentiality could not be guaranteed, it deemed 
that it could not allow the National Audit Bureau further insight into the 
background material pertaining to some of the transactions specified in 
particular by the National Audit Bureau. Therefore, Ulf Gometz did not 
participate in the National Audit Bureau's subsequent investigations. 

The information on which the Natiomil Audit Bureau bases its observa­
tions is mainly information submitted by AB Bofors in other contexts to 
the Bank of Sweden and Skandinaviska Enskilda Banken. Some sup­
plementary oral information has also been given to the National Audit 
Bureau by AB Bofors. A central issue in AB Bofors communication to 
the Indian Ambassador was whether or not AB Bofors had made any 
payments of the type mentioned in the media. AB Bofors says in its letter 
of 24 April 1987, inter alia :-

"The statement made by AB Bofors that no middleman re­
presentative/agent was used by Bofors to represent the compa1<1y 
with the lndian authorities to win the contract in 1986 was correct. 
Contract negotiations and other contacts took place directly between 
the Ministry of Defence and Bofors. Consequently, no middleman 
was used to win the contract of 1986. 

Bofors had not made any payments of the kind alleged by th~ 
media. Those payments that were made during the time in ques­
tion, and possibly have given rise to erroneous conclusions. were 
in accordance with the contract for the reimbursement of con­
sultant senices within the areas of marketing and counter purchas­
ing.. The payments referred to by the Swedish Radio were mad~ 
to a Swiss Company and are completely legal in accordance with 
the Swedish currency regulations and other relevant Swedish regu­
lations. The stated payments have not been paid to any Indian 
company or Indian citizen and have no connection with the winn­
ing of the contract of 1986''. 

It should also be mentioned that the then president of A B Bofor~. ~tr. 
Martin Ardbo, pointed out: inter alia, in a letter of 10 March 1986 to the 
Under Secretary of State at the Indian Ministry of Defence. Mr. S.K. 
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Bhatnagar : "We hereby confirm that we do not have any representative/ 
agent especially employed in India for this project." Mr. Ardbo added, 
however, that AB Bofors engages Anatronic General Corporation "for 
administrative services". (The costs of this "service" amount to about 
SEK 100,000/month, according to information received later from the 
company). 

The result of the National Audit Bureau investigations shows the fotlow­
ing: 

AB Bofors has orally given the National Audit Bureau the following picture 
of the background to, and contents of, the Indian order and the company's 
working methods when marketing abroad. 

Di..;cus-;iotu with India about the delivery of FH 7f began as early as 1977 
with ordnance makrial trials in 1981 and final negotiations during the period 
December 1985-March 1986) 

A supply contract was signed on 24 March 1986. In this contract, which 
\"<:.h signed by AB Bofors and the President of India represented by the 
Secretary of the Government of India, Ministry of Defence, there is no 
me.ntion of commission. The order amounted to about SEK 8,400 million 
and delivery was to take place during the period 1986-1990. On the same 
Jay a licence contract was signed1 .• In addition, a credit agreement between 
S\ensk Export Credit and Indian Government and a Memorandum of 
Understanding between the Swedish and Indian Governments were sign­
ed. According to AB Bofors there are no other contracts, agreements or 
tht! equivalent. In the supply contract there is an agreement on "counter­
purchasing" but according to AB Bofors no such counter purchasing has 
taken place to date. 

Normally, AB Bofors has no permanent sales organisation, representative 
office or the like in the countries with which the company negotiates. On 
other hand, agreements are usually entered into with,a person or persons 
in the 'respective country to assist with knowledge of local conditions, 
practical arrangements, etc. (But not with sales). They receive payment 
according to efficiency (in principle). 

A B Bofors made use of such contracts in India. The company states that 
after the Indian Government had made the requirement that the deal should 
be concluded directly between the parties, without middlemen, they began 
to wind up these contracts. These "Winding up negotiations" began in 
1%5 and an agreement on them was reached before the deal was conclud­
ed. Bofors states that the costs of "winding up"(amounted to 2-3 per cent 
,,f the order sum, that is SEK 170-250 million, and that all this money 
\\as disbursed during 1986. 
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The picture given orally by AB Bofors can thus be summarized as follows : 

-That there are no agreements on commission-that local contacts 
have been used but that these had been wound up bef·Jre the 
negotiations were concluded. That the costs of this assis­
tance ("winding up costs") amounted 2-3 per cent of the 
order sum, that is SEK 170-250 million and that the Final 
payment was made during 1986. 

3 payments of commission specified in the media (the Swedish Radio Com­
pany), Eko-redaktionen, 16 April 1987. It was reportedly a matr.::::- of-

''Three part-payments made in the middle of Novemb~r 1986 
of a total of SEK 29.5 million, and a fourth payment of SEK 
2.5 million made in December". 

However, in its letter to the Indian ambassador of 25 Aprill987, AB Bofors, 
as may be seen above, has verified that payments had been made during 
the specified period and further more confirmed that they were rebted to 
the FH 77 deal but concerned payment to a Swiss company. At th~ direct 
request of the National Audit Bureau, the Bank of Sweden has con-,idered 
making enquiries at the Swiss banks in question, but after careful con ,idera­
tion, has decided, in view of current central bank practice, that it sho:.:id not 
do so. 

The National Audit Bureau has assessed that the assignment-'"T (' carry 
out an audit"-comprised examining whether or nor payments wer~ made 
and, if so, to whom, at what time, in what amounts and under what classi­
fication. 
Furthermore, the National Audit Bureau has formed the opinion th.E since 
the Bank of Sweden did not consider it should make such an enqUiry, an 
application to the Swiss Banks to obtain information about whi.:~1 pay­
ments were possibly forwarded should in that case be made through tlu.: 

Government. 
The observations of the National Audit Bureau are in summary as foiluws : 

· that an agreement exists between AB Bofors and.----­
concerning the settlement of commission subsequently tu the 
FH 77 deal and 
that considerable amounts have been paid subsequer:r~y to, 
among others, AB Bofors previous agent in India. 

The National Audit Bureau hereby submits this report and the cuterial 
on which it is based on to the Government and, by doing so, has complet­
ed what it was charged to do. 

A decision in this matter has been taken by Director-General MunJ~bo in 
t\;le presence of Audit Director Sandberg: presenting the report. 

lngemar Mundebo 
Bo Sandberg 
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(See para 2. I 5 of Chapter II of report) 

Motion mol·ed by the Defence Minister in Lok Sabha on 29th Ju~l', I 987 

•· f.11t J Joint Committee of both the Houses consisting of 2I members, 14 
fr,l n L Jk S:tbha and 7 from Rajya Sabha, be elected in accordance with the 
sy,.;tem of proportional representation by means ·of the single transferable 
vote and the voting at such election shall be by secret ballot, to enquire int() 
th~ folb .v:ng issues arising from the Report of the' Swedish National Audit 
Bureau on the Bofors contract : 

(i) to inquire into and e~tablish the identity of the persons/agencies/ 
firms who received payments of the following amounts : 

(a) SEK 170-250 million; 

(b) SEK 29.5 million; and 

(c) SEK 2.5 million~.• 

From Mfs. Bofors in connection with their contract to supply 
155 mm Howitzer guns and associated equipinents to India 
(as referred to in the Report of the Swedish National Audit 
Bureau, received by the Government of India on June 4, 1987.); 

(ii) to inquire into and determine the Indian laws, rules and regula­
tions which were violated .by the concerned persons/agencies/ 
firms by receiving the payments referred to in (i) above; 

(iii) to make suitable recommendations, based on the findings on (i) 
and (ii) above. 

1. That the J.ointCommittee shall make a report. to this House by the· 
la~t day of the first week of the next Session of Parliament. 

3. Thai the Rules of Procedur~ of this House relating to Pa~liamentary 
Committees shall apply with such variations and modifications as the .Speaker 
may make. 

4. That this House recommends to Rajya Sabha th~t the Rajya Sabha 
do j-:>in the Committee and communicate to this House the n·ames of the 
members elected from amongst the mempers of the Rajya Sabha to the Com­
mittee as mentioned above." 
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APPENDIX III 

(See para 2. 19 of Chapter II of Report) 

Substitute motion mm•ed by Shri Somnath Chatterjee. M.P. 

"I. That for the original motion, the following be substituted, namely :-
'That this House resolves that a Joint Committee of the How.es 
be appointed consisting of 30 Members, 20 from this House a..; 

may be elected and 10 from Rajya SRbha as may be elected by 
the said House : 

(a) to examine the Government policy and decisions in relation to 
purchase and procurement of Defence equipment, stores and 
ancillaries since January, 1980, and procedures laid down, from 
time to time, for purchase of such equipments and stores in 
pursuance of GSR (General Staff Requirements); 

(b) to enquire into and investigate the payment of commissions and 
any other illegal payments to certain persons and agencie~ by 
the Swedish Firm, Bofors, for securing the contract for the 
supply of Howitzers 155MM Guns and other Defence equipm~nt 
to Government, in the context of the announcement made by 
the Swedish Broadcasting Company and the equiry Report of 
the National Audit Bureau of Sweden; 

(c) to enquire into the alleged payment of cornmis~ions in the pur­
chase of West German submarines by Government, as rnention~d 
in the statement made on the floor of this House by the Mini~tt:r 
for Defence; and 

(d) to enquire into all matters incidental and consequential thereto. 

· ' That this House recommends tOo Rajya Sabha that Rajya Sabha d~• 
join the said Joint Committee and communicate to this House the names vf 
ten members to be appointed by the Rajya Sabha t() the Joint Committee. 

That Prof. Madhu Dandavate be appointed Chairman of the Com­
.mittee. The Chairman wiU have the power to: choose a Stcretary and othe-r 
, members of the staff from among the lok SabhajRajya Sabha in consultation 
with the Secretary-General of the respective Houses. 

4. That the quorum of the Committee shall be one-third of tht: total 
,:>trength .of the Committee. 
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5. (a) That the Committee shall have power to hear and/or to teceive 
evidence, oral or documentary, connected with the matters 
referred to the Committee or relevant to the subject-matter of 
the enquiry and it shall be in the discretion of the Committee 
to treat any evidence tendered before it as secret or confidential; 

(b) That the Committee shall have power to hear and/or receive 
evidence from any foreign national or companies or any other 
agencies including the Governments and for this purpose 
visit any foreign country; and 

{c) That the Committee shall have power tq summon any person, 
including a Minister, for oral examinati-on and call for the 
production of any document relevant for the purpose of the 
,enquity. 

6. ·Tilat the GJovernm!nt shall render such assistance to the Committee 
as may be required by the Committee for the purpose of this enquiry, 
including production of files, papers and other documents, notwithstanding 
the Offici11l Secrets Act. 

7. That the Comptroller and A})ditor General of India, the Attorney 
General and 1111 investigating agancies of the Government of India shdl 
render such assistance to the Committee as may be required by the Committee 
fer the purpose of this enquiry. 

8. That the Committee shall make a report to this House by the first 
:Jay of the Budget Session of 1988 of this House'." 
• 
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(See para 2,19 of Chapter II of Report) 
Substitute motion mo~·ed by Shri Dinesh Go.nl:ami, M.P. 

"That for the original motion, the following be substituted, mmely :-
. 'That this House resolves that a Joint Committee of both the 

Houses be constituted to-
(a) enquire into all aspects of the deal relating to the purcha~e or 

guns from the company known as Bofors including the qu~tion 
of employment of middleman by Bofors for the deal and the 
procedure of purchase and quality of the guns: 

(b) enquire into all aspects of the purchase of West German 
Sub-marines; 

(c) enquire into the various aspects of the engagement of the com­
pany known as Fairfax; 

(d) all matters incidental to above. 

"' That the Committee will consist of 15 members from Lok Sabha. 
8 from the ruling party, andj7 from the opposition parties to be nominated 
by the Speaker in consultation with the Leader of the House and the leader~ 
of the opposition parties, respectively. 

3. That following the convention of the P.A.C., the Chairman of thC" 
Committee will be from the opposition. 

4. That the Committee will have all powers of a Parliamentary Com­
mittee including summoning of witnesses and cailing for the documents. 
The Committee shall have power also to ask for the members of Council 
of Ministers to appear before the Committee. 

5. Tint the Committee will have the power to ask for assistance in the 
p:-.>be by the Attorney General oflndia, the Comptroller and Auditor General 
of India a~d the other Governmental agencies including intelligence and 
investigating agencies. 

6. That one-third of members will constitute quorum. 

7. That the Joint Committee shall submit its report to the House by the 
last week of the Winter Session. 

8. That this House recommends to Rajya Sabha that the Rajya Sabha 
do join the Committee and nominate 7 members to the Committee in accor­
dlnc~ with the pro::ejur~ that the Hou:>e may decide and communicate the 
nlrn~3 of the members so nominated to this House." 
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APPENDIXV 
(See para 2J9 Qf Chapter II of Report) 

' 
Substitute motion moved' by· Shri C: ·-Madhav Reddy, M.P. 

"That this Hou<;e resolves ~hatt~oin,~ Comf11~~tp~:'?f the Houses be appointed 
in consultation with the leaders of the various p~litical parties consisting of 
30 :Members, 20 from this House and 10 from· ·Rajya Sabha: · 

• • J • • • • '\ "'. i . . 
(a) To euminq ,tfl.e. Government pop~y and decisions in relation 

to purch'lse l<\nd jprocur~mep.t of Defence equipment, stores 
and anciliarie's'since-:ranuary i980, !rtd procedures laid down, 
fro in. time to time for purchase of such _e~uipments and stores 
in pursuance of GSR (General Staff Requirements); 

:(b) to enquire into and investigate the payment of commissions 
and any other illegal payments to certain pe~~ons and agencies 
by the Swedish Firm Bofors, for securing the: contract for the 
supply of Howitzers 155 mm Guns and other be(en'ce_-equip­
ment to Government, in the context of the announcement 
made by the Swedish Broadcasting company and the ehquiry 
Report of the National Audit Bureau of Sweden ; · 

(c) to ·enquire into the alleged payment of commissions in the pur­
chase of West German submarines by Government, as men­
tioned in the statement made. on the floor of this House by 
the Minister for Defence ; and 

(d) to enquire into all matters incidental and consequential there-
to. 

2. That this House recommends to Rajya Sabha that Rajya Sabha 
do join the said Joint Committee and communicate to this House the names 
of ten Members to be appointed by Rajya Sabha to the Joint Committee. 

3. (a) That the Committee shall have power to hear and/or to receive 
evidence, oral or documentary, connected with the matters 
referred to the committee or relevant to the subject-matter 
of the enquiry and it shall be in the discretion of the Committee 
to treat any evidence tendered before it as secret or confidential; 

(b) That the Committee shall have power to bear and/or receive 
evidence from any foreign national or companies or any other. 
agencies including the Government and for this purpose visit 
any foreign country ; 
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(c) that the Committee shall have power to summon any person, 
including a Minister, for oral examination and call for the pro­
duction' of any document relevant for the purpose of the enquiry. 

4. That the Government shall render such assistance to the Committee 
as may be required by the Committee for the purpose of this enquiry, inclu­
ding production of files, papers and other documents, notwithstanding 
the Official Secrets· Act. 

5. That the Comptroller and Auditor General of India, the Attorney 
General and all investigating agencies of the Government of India shall 
render such assistance to the Committee as may be required by the Committee 
for the purpo.>e of this enquiry. 

6. That the Committee shall make a report to this House by the last 
day of the first w~ek of the next session of this House." 



APPENDIX VI 

(See para 2.19 of Chapter II of Report) 
' . . . . ' . 

Substitute motion moved by Shri K.P . .Unnikrlshnan, M.P. 

4 •That for the original motion, th.e following b€( substituted, namely :-

"That this House resolves to . constitute a Joint Committee 
of both Houses of Parliament .consi~ting of 30 members, 21 from 
Lok Sabha and 9 from Rajya Sabha;to enquire into the following 
ma,tters of grave public importance and to. submit to the House 
for its consideration, a report with 'such 'part of the evidence as the 
Committee thinks fit to be made public appended thereto, and 
particularly : 

(i) Government policy and procedures laid down in relation to 
purchase and procurement of Defence equipment, stores and 
ancillaries since January, 1980 and subsequent amendments 
sine~ Decemberl.J984, if any,' for purchase of such equipment 
and stores in pursuance of GSR (General Staff Requirements); 

(ii) Agency arrangements or leading international manufacturers 
and suppliers of Defence equipment and stores in important 
areas of purchase since .January, 1980 and nature of services 
performed by them a:nd commissions, allowances.and retainers 
received by. such agents and their relationship with Government 
oflndia ; 

(iii) Pr~ced~e adopted for selection of Is's mm:ifoWITZER System, 
sub-systems and ammunition and its procurement and details 
of such bids and proposals, its technical and commercial evalua­
tion . including . field trials and. negotiations and nature of in­
volvement of the Governments· of manufacturing countries 
and -companies, as on January, 1986 and :final .mode of selection 
adopted, conditions imposed or guarantees sought from manu­
facturers/suppliers ; 

(iv) Agreement entered into with Messrs Bofors AB of Sweden, 
mode of payments adopted by Government of India first field 
trials and scrutiny, if any, after arrival of shipment and proce­
dures adopted to rectify these including despatch of technical 
evaluation team to Sweden and the report of their discussions; 

203 



204 

(v) Report of the National Audit Bureau of Sweden received by the 
Government of India on June 4, 1987 ; 

(vi) Efforts made by Government of India to enquire into and esta­
blish identity of p:rsonsjagencies, firms of Indian or non-Indian 
origin who received payments as referred to in the Report of 
the National Audit Bureau of Swed:n ; and 

(vii) To determine whether such payments have violated existing 
laws, rules and regulations of India and to make suitable re­
commendations for the considerati~n o( the House .. 

2. That the Rules of Procedure of this House relating to the Parlia­
mentary Committees shall apply with such variations and modifications 
as· the Speaker may make. . 

3. That the Speaker may nominate 21 members from the House in 
Consultation with the Leader of the House and the Opposition Parties and 
Groups. 

4. The Committee shall have the right to send for ·papers and records 
and investigate the issues referred to it as per Rule 269 of the Rules of Pro­
c;:dure and the Government aho to request the C->mptroll;:r and Auditor . 
G:n~ral of India and the Attorney General of India to provide such assis­
tance as may be required by the Committee. 

5. That the Government may place at the disposal of the Committee 
a'isistanc: of the C!ntrat Bureau of Investigation or any other investigative 
agency as the case may be. 

6. That the Joint Committee shall submit its report to this House by 
the last day of the Winter S!ssion of Parliament for its consideration and 
discttssion. · 

7. That this Housed() recommend to Rajya S1bha that the Rajya Sabha 
do join the Committee and communicate to this House the names of members 
nominated or- elected to the Committee as. mentioned above." 



APPENDIX VII 

(See para 2.19 of Chapter II of Report) 
Substitute motion moved, by Shri Indrajil Gupta, M.P. 

That for the original motion, the following be substituted, namely .-
"That this House resolves that a Joint Committee of the Houses 

b( appointed consisting of 30 members, 20 from this House as may 
be elected and I 0 from Rajya Sabha as may be elected by the said 
House : 

(a) to Iexamine the Government policy and decisions in relation to . 
purchase and procurement of Defence equipment, stores a·nd 
ancillaries since January, 1980 and procedure laid down from 
time to~ time for purchase of such equipment and sto.res in purs­
uance of GSR (General Staff Requirements); 

{b) to examine whether the purchase of Howitzer 155 mm Guns from 
the Swedish firm Bofors was in conformity or not with the above 
mentioned policies and decisions ; 

·(c) to enquire into and investigate the payment of commissiqns and .. 
any other illegal pa'yments to certain persons and age~cies by th~ 
Swedish firm Bofors for securing the contract for the supply of 
Howitzer 155 mm guns and other Defence equipment to Govern­
ment in the context of the announcement made by the Swedish 
Broadcasting Company and the enquiry Report of the National 
Audit Bureau of Sweden ; . 

(d) to enquire into the alleged payment of commissions in 1the pur­
chase of West German submarines by Government as men~ioned 
in' the statement made on the floor of this House by the Minister 
for Defence ; and 

(e) to enquire into all matters incidental and consequential thereto. 

2. That this House recommends to Rajya Sabha that Rajya Sabha do 
join the· said Joint Committee and indicate to this House the names of ten 
Members to be appointed by the Rajya Sabha to the Joint Commi~tee. 

3. . That like the P.A.C., the Chairman of the Committee will be from 
the Opposition. 

4. (a) That the Committee shall have power to hear and/or to receive 
evidence, oral or documentary, connected with the matters 
referred to the Committee or relevant to the subject matter of the 
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enquiry and it shall be in the discretion of the Committee to treat 
any evidence tendered before it as secret or confidential ; ~ 

(b) That the Committee shall have power to hear and/or receive 
evidence from any foreign national or companies or any other 
agencies including the Governments" and for this .purpose visit. 
any foreign country ; and 

(c) That the Committee shall have power to summon any person. 
including a Minister, for oral examination and call for the prO-"' 
duction of any document relevant for the purpose of the enquiry. 

5. That the Government shall render such assistance to the Committee 
as may be required by the Committee for the purpose of the enquiry including 
production of files, papers and other documents notwithstanding the Official 
Secrets Act. 

6. That the Comptroller and Auditor General of India,]the Attorney 
General and all investigating agencies"ofthe Government oflndia shall render 
such assistance to the Committee as may be required by the Committee for 
the purpose of this enquiry. 

7. That the Committee-shall make a report to this House by tb.e last 
day of the second week of the next Session of this House." 



APPENDIX VIII 

(See para 2.19 of Ch.apter II of Report) 

Substitute motion moved by Shri C. Janga Reddy, M.P. 

Tint for the original motion, the following be substituted, namely :-

••That this House resolves to constitute a Joint Committee of 
both Houses of Parliament consisting of 2,1 members, 14 from Lok 
Sabha and 7 from the Rajya Sabha, to enquire into the followin~ 
matters of grave public· imp:>rtan:e and to submit to the House 
for its consideration, a rep:>rt with such part of the evid~nce as the 
Committee thinks fit to be made public appended thereto, and. 
particularly. :-

(i) Government policy and procedures laid down in relation to 
purchase and procurement of Defence equipment, stores and 
ancillaries since January, 1980 and subsequent amendments 
since December, 1984,, if any, for purchase of such equipment 
and stores in pursuance of GSR (General Staff Requirements); 

(ii) Agency arrangements of leading international manufacturers 
and suppliers of Defence equipment and stores in important 
areas of purchase since January, 1980 and nature of services 
performed by them and commissions, allowances and retainers 
received by such agents and their relationshiplwith~Government 
of India ; 

(iii) Procedure adopted for selection of 155 mm Howitzer System, 
sub-systems and ammunition and vehicles and its procurement 
and details of such bids and proposals, its technical and com­
mercial evaluation including field trials and negotiations and 
nature of involvement of selection adopted, conditions imposed 
or gu1rantees sought from manufacturers/suppliers; 

(iv) Agreement entered into with Mmrs B)fors AB Sw!d!n, mode 
of payments adopted by Government of India, first field trials 
and scrutiny, if any, after arrival of shipment and procedures 
adopted to rectify these including despatch of technical evalua­
tion team to Sweden and the report of their discussions ; 

(v) Report of the National Audit Bureau of Sweden received by the 
Government of India on June 4, 1981; 
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(iv) E~o~s ma~e by<':~;*~~~,~~~ ·~f ~~~Ia to e~q'?re ~n~b!and esta­
bhs~ 1dent1ty ofpe~~~~~J~el}~~~s\: ~r~.~qndt~~ p~ 1?-?n-IQ.diap. . 
origm who recett~P ,f>aYpl~ts m ~~~ ~~n~7~t of t1ie anho&nce­
ment made by Swedt~h Uroadca~tmg Compally and the Report 
ofthe National.~q_Ji:ilJt{re~u:of'~~ede~· ~1 ~: , .. 

(vii) To determine whether such payments have violated existina 
laws, rules ap.d 

1
re1iuialion's .. M lndi~ ... a~ a' to make suitabl~ re: 

commendatidHs (or· the' consideration- of the House; 
. •• 1 · • ·'. r~ ! .... ... •• 

(viii) To enquire into the alleged payment of commissions in the 
purchase •dfiWest German· sub-marines by Government ; and 

(ix) To enquir~into !athrulttets·'incidental and consequential thereto. 

2; . That the Rule:J ~f Proced~re c(if tfiis House relating to the Parliamentary 
Committees shall apply with such var~ations and modifications as the Speaker 
may make. ·' tl'r em··~ .. 

3. That lh~ Speaker may no~iA~f~1-14 members fr~m the House in con~ul-
tation with the Leader of the House and the Opposition Parties and Groups · 
so that hid Committee consists of 7 members from the ruling party and 7 
from ·the Opposition parties. · · 

4. .;~ollowing the convention of the P.A.C., the Chairman of the Committee 
will be from the Opposition \o be nominated by the Speaker in consultation 
with the Opposition leaders. 

5. The Committee, shall have the powers to send for any_ papers and 
records and investigat,e"the issues referred to it as per rule Z6ror'th'e Rules 

of Procedure and the Government also to request the Comptroller and 
Auditor General of India and the Attorney General of India to provide such 
assistance as may be required by the Committee. · .. 

6. That the Government may place at the disposal 'of 'ttie Committee .. · 
assistance of the Central Bureau of Investigation or other investigati\·e and 
intelligence agencies as the case may be. ' · · · · · · 

7. · That the Joint Committee shall submit its r~port 'to this House by 
the last" day of the First week of winter Session ofParliament for its considera-
tion and discussion. · 

··"; ·. . · .... ' 
8. -· That this House do recommend to Rajya S'abha that the Rajya Sabha 
do join the Committee and communicate to this· House' the names of mem­
bers nominated or elected to the Committee as menti(jned above. 

9. That Committee shall have power to ask for the members of Council 
of Ministers and also ex-Ministers to appear before the Committee. 

10. That the Committee shall have power to hear and/or rec~ive e\'idence .· 
from any foreign national or companies or any other ~gendes including the 
Governments and for this purpose visit any foreign country." 



. APPENDIX IX 

(See para 2. 29 of Chapter II of Report) 

Amendment to the original motion moved by the Minister of Defence 

••That the original motion may be amended to read as follows :--

"That a Joint Committee of both the Houses consisting of 30 
members, 20 from Lok Sabha and 10 from Rajya Sabha be elected 
on the basis of proportional representation to enquire into the issues 
acising from the Report of the Swedish Na~i9nal Audit Bureau relat-

- ing to the Bofors' contract to supply 155mm Howitzer guns to India. 

2. The Committee shall enquire into the following matters: 

(i) whether the procedures laid down for the acquisition of weapons 
and systems were adhered to in the purchase of the Bofors' gun·; 

(ii) to ascertain the identity of the persons who received and the 
purpose for which they received payments of the fo11owing 
amounts:-

(a) SEK 170-250 million 

(b) SEK 29.5 million. 

(c) SEK 2. 5 million. 

from M/s. Bofors (as referred to in the Report of the Swedish 
National Audit Bureau, received by the Government of India 
on June 4, 1987); 

(iii) arising out of the enquiry, if there is prima facie evidence that 
M/s Bofors have in addition to payments mentioned in (ii) above, 
made any other payments for securing the Indian contracts, 
the identity of the persons who received such payments shall 
be ascertained; 

(iv) to determine if any Indian laws/rules/regulations have been 
violated either by M/s. Bofors or by persons as indicated in (ii) 
and (iii) above. 

3. That .the Speaker shall nominate one of the Members of the Com-
mittee to be its Chairman. 

4. "·That the quorum of the Committe( shall be one third of the total 
strength of the Committee. 
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5. That the Comptroller and Auditor General of India and the Attor­
ney General of India will provide assistance to~the Committee, as necessary. 

6. That the investigating agencies of the Government of India shall 
render such assistance to the Committee as may be required by it for the pur­
poses of its enquiry. 

7. . The Committe.! shall have the power to ask for and receive evidence. 
oral or do;;um!ntary, from foreign nationals or agencies provided that if any 
que3tion arises whether the evidence of a person or the production of a docu-

. m!nt is relevant for the purposes of the Committee, the question shall be refer­
red to the Speaker whos decision shall be final. 

8. If the Committee wish to nominate a sub-Committee to visit a foreign 
country for specified purposes connected with the enquiry, the matter shall be 
referred to the Speaker who may take such decisions and give such directions 
as he thinks fit, provided that such sub-Committee shall not hold sittings. 
re:::ord evidenC! or take de:::isio~s in a foreign country. 

9. That in other re5pects the Rules of Procedure of this House relating to 
Parliamentary Committee5 shall apply with such variations and modification"> 
as the Speaker may make. 

10. That the C>mmitte! shall made a report to this House by the last day 
of the first week of the next session of Parliament. 

11. That this House recommends to the Rajya Sabha that the Rajya 
Sabha do join the Committee and indicate to this House the names of the 
Members from amongst the Members of the Rajya Sabha to be on the 
Committee." 



APPENDIX X 

(See para 7.128 of Chapter VII of report) 

Unofficial translation of the statement issued on 28 Januaf)i, 1988 by 
the Chief District Prosecutor, Sweden 

By :t decision of 19 August 1987 it was ordered that preliminary inquiries 
;":J,:mld be commenced concerning whether or not bribery offences had been 
;ommitted in connection with the contract for supply of field Howitzer FH 77 
)y AB. Bofors to the Indian state. The basis for the decision was, inter alia, 
nf:>mntioa in the N1tional Audit Bureau's r.!port to the Government of 
....• 1 June 1987. 

Through the inquiry it has emerged that AB Bofors during 1986 
Jisbursed about SEK 319 million to three foreign companies with accounts 
with different banks in Switzerland. A request was made through the agency 
of the Ministry for Foreign Affairs to the competent authority in Switzer-· 
h:d for inform1tioa concerning which person/s were authorized to make 
.vit~1rawJ.ls fr:>m th'! a::ounts in que>tioa and what transactions had taken 
pla.:e. However, in view of Swiss legisla,tion such information could not be 
obtJ.ined. 

Representatives of the Nobel Group have been questioned. In this 
co:1ne:;tion, spe:ial imp.Jrtance has been attached to the questioning:of executi­
v.!; of the sub:>idiary company Bofors. Admissions of the disbursements in 
que~tion have been m1de and also explanations and motives for them given. 
It h1s not been p::mible, howev.!r, to obtain details of which persons receiv-
ed p:-tyments. · 

A judicial inquiry similar to our preliminary inquiry concerning pos­
sib~e bribery offences has not been commenced in India. 

Thus, neither written nor oral evidence has been obtained through 
the inquiry undertaken with regard to whom payments were made and the 
relso:u for them. 

In view of this, and since it cannot be expected that information of 
d.!::<v~ importance for the matter of prosecution could be obtained by con­
ti:u:ng the inquiry, the preliminary inquiry is withdrawn. 
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APPENDIX XI· 

(See para 7.134 of Chapter VII of report) 

Certificate of· the Public Accountant retained by AB Bofors 
·to examine their accounting records. 

This is to certify that Mr. Anders G. Carlberg, Managing Director 
·Of Nobel Industries Sweden AB, and Caj Nackstad, Managing Director of 

0 

lBohlins Revisionsbyra AB, personally signed the enclosed document. 

Karlskoga this 5th of February 1988. 

Sd./­
Albin J. Nilsson. 
Notary Public in and for 
the district of Karlskoga, Sweden. 
Exp. avg. Kr. 55: 
:STRICTLY CONFIDENTIAL 

·CERTIFICATE CONCERNING AB BOFORS' TERMINATION CCSTS 

During the spring of 1987 the question was raised whether AB Bofors, 
a company incorporated in Sweden, had used any middlemen and/or paid 
.any bribes in order to win the FH 77 contract dated March 24, 1956 for 
-:theJndian Armed Forces. 

AB Bofors hereby makes the following statements in correction with 
the abovementioned matters. The statements are followed by an opinion issued 

0 

by Bohlins Revisionsbyra AB, Stockholm, a firm of authorized public account-
.ants associated to the internaional accounting firm Deloitte Haskins & Sdls. 

1. AB Bofors has had an agreement for representation in India and 
general Consultancy agteements, which under circumstances pre­
vailing earlier would have been applied to sales of AB Bofors 
products. Some of those agreements originated as long ago as in 
the late nineteen-seventies. 

2.. The agreements mentioned under item l have been termirlated 
and are no longer applied. 

'3. Termination costs for the Consultancy agreements menti0ned 
under item 1 were paid out during 1986. No payments based. on 
the agreements have been made after December 1986. 
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4. The termination costs were substantially lower than the amounts.. 
which would have been paid if the agreements in force during: 
1985 had been applied. 

5. The final prices in the FH 77 contract to India are lower than com­
parable prices offered to any other customer, i.e. India is treated. 
as the most favoured customer. 

Stod.holm. September 14, 1986 

AB BOFORS 

Anders G Carlberg 

Opinion 

We have b~n retained by AB Bofors to examine their acc~unting­
records for 1986 and January 1-August 31, 1987 as well as consultancyagree­
ments and agreements for representation in India, in connection with the FH...ZZ.. 
contract dated March 24, 1986 for the Indian Armed Forces. Our [examina­
tion wa' made in accordance with generally accepted auditing standards. 

'.• 
In our opinion the results of o~r examination support the statements. 

made above by AB Bofors. , 

Stockholm, September, 14, 1987 

0 

BOHUNS REVISIONSBYRA AB 

Caj ~acks tad 

MGlPRRND-5.'88 LSS.'88-Sec. II (TSW}-24-4-88-2,00() 



POST SCRIPT 

In a letter dated 22nd April, 1988, addressed to the Speaker, Lok 
Sabha (received in the Speaker's Office at 9-50 AM on 25th April, 1988), 
Shri Aladi Aruna, a member of the Committee, made a request to the 
Speaker to give direction to the Chairman of the Joint Parliamentary Com­
mittee on Bofors Contract to "record and include the note of dissent by me 
or by other Members, if any" in the Report of the Committee. The 
Speaker thereupon directed that the "note by Shr~ Aruna may be appended 
to the Report. He may be asked to give his note .by noon (1 pm) today at 
the latest". The note in question was received in the Speaker's Office 
at 1055 AM on 25th April, 1988. 

As per the directions of the Speaker, the note submitted by Shri 
Aladi Aruna after adoption of the Report of the Committee, is reproduced 
below : 

NOTE BY SHRI ALADI ARUNA afiaj v. ARUNACHALAM 

"The Afinilters and t/lj?_, legislators have to be watchful to their 
own person and public conduct. They have to be like Caesar's wife 
abol'e suspicion in everything. They may not make profitj, gains 
either for thenzselres or for their relatives or their friends." 

-MAHATMA GANDHI 

I ntrodoction 

I am one of those who were inspired by these words. Still the} are in 
my mind like letters engraved in the stone. Eradication of corruption is not 
an easy task. Its history started with the Forbidden Fruit. It is almost 
like hoeing for growing crops. Just as farmtrs have been hoeing genera­
tion after genemtion for the benefit of the growing crops. so also for the 
betterment of the society. we have to fight for uprooting corruption. 
Whether or not we win all the battles, we have to continue the crusade. 
Otherwise, the foundation of the society based on certain mordl principles 
and discipline will be rocked to the very roots of its existence. 

Nature of the Functiorai!lg of the Committe<: 

I have served on many Committees of Parli.1ment as \\ell as of t11e 
State Legisl..tturc. I hav<done so as a Member as well as a Chairman. I have 
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never had any occasion thus far to file a note of dissent to a report of any 
of the Committees of Parliament or State Legislature with which I ha-.·e 
been associated. 

But I am compell(d to do so now with a heavy heart on account of several 
reasons. My dissent note relates not merely to the content of the report, 
but also the procedure and modalities cidopted by the Committee and the 
propensity of the Chairman while pursuing its task. 

Let me first state my misgivings in respect of the Committee's working 
modalities. 

In spite of the controversies which had dogged the setting up of our Com­
mittee and in spite of the fact that the Opposition had stnyed away from 
the Committee, I had thought that once the Committee started function­
ing, it would proceed with requisite objectivity and se-riousness. Partisan­
ship has never had any place in the work of the Committees of Parlinment. 
And every Committee has ,tlways endeavoured to do its task thoroughly 
and objectively. · 

Even when some documents were secured for the Committee, the members 
were told that like school children they must study these in a single room. 
In this room, sometimes, as few as five copies of the documents were put 
and members did not have full opportunity to study them. Many of the 
documents, such as proceedings of the Price Negotiating Committee, Trial 
reports, the report of the CBI on the illicit payments, were bulky. They 
could not be read cursorily and yet that was precisely what the members 
were expected to do. My specific request that we should be allowed to 
peruse these documents at home was to my shock and surprise out­
rightly rejected by the Chairman on the ground that these were all 'Classi­
fied' documents. 

The proceedings of the Committee on every occasion were neither placed 
before the Committee nor circulated to the members. Only selected por­
tions of the proceedings were made available to the members concerned 
after one week. Thus, those members who were absent from any sitting 
were not in a position to know what the witnesses at that sitting had depos­
ed. 

Some or the JocunlC'nts \\hich \\ere supplil'll to tllC' membt'r~ \\Cit' not in 
order, in pages and p.tr:,gr,tphs. There were omissions and dektil.m~ of 
portions without even an expl,m.ttion. Our requests for explan..ttil.)ll \\CJ'C 

summ..1rily turned down. 
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The most important handicap was that the Committee :t..fcmbcrs were not 
informed, before the meeting, the names of witnesses who were beFnr 
summoned for tendering evidence. In the ahscn,·c of such inform.ttion 
about the names of witnesses it iS needless to say members were not in 
a position to prepare themselves for examining the witnesses who were 
suddenly produced. 

The manner in which the Committet. has hustled into receiving the President 
of Bofors, Per Morberg, and their ~Chief Counsel, Gothlin was ncHhing 
short of shocking. We were summoned by telegrams and, without pre­
paration, we had to confront with two key witnesses. Not just that. 
Before being produced before us, the witnesses for ·three full days had been 
closetted with offidals of the Defence Ministry and the Prime Minister's 
Secretariat. When they finally came it seems that the line they were to 
take could have been settled down before they came before us. 

It is unfortunate that the Chairman adopted the same tactics when Mr. Per 
Ove Morberg and Mr. Lars Gothlin were again requested to appear before 
the Committee. The Chairman informed the members of the Committee 
on 6th April, 1988 that Bofors people have responded positively to appear 
before the Committee but owing to the Easter holidays they were not in. 
a position to come immediately. VThe Chairman further intimated the 
members of the Committee that he was 'officially unaware of their date of 
arrival in Delhi. But all of a sudden the very next day he informed us 
over the phone that the witnesses had already arrived in Delhi and members 
of the Committee should cross-ex:amine them that evening itself. Here 
again the members were forced to cross~examine the witnesses without 
proper preparation. 

What is more painful to state is that even the draft report w~s not circulated 
to the Members for perusal. The Chairman as usual asked the Members 
to study the Report for a few hours in the room itself. 

During the discus~ion of the Draft Report, I reiterated my view by saying 
that I disagree with the ob~ervations of the Committee and mentioned that 
I could explain my position in my dissent note. At that time, Mr. Kaushal 
intervened and said that a Member has no right to give dissent note. But 
I asserted that it is the fundamental right of a Member to give the dissent 
note and asked the Chairman to give the Ruling re.garding this vital issue 
immediately, but the Chairman refused to give the ruling by saying that 
he would give his ruling only the next day. Consequently, I staged a walk 
out. 

I am to reiterate that from the very beginning the Chairman adopted this 
type of tactics with the intention of denying adequate opportunity to the 
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members to prepare themselves for cross-examination of the witnesses, 
thereby allowing the truth to remain unearthed. 

The Report deals with the number of witnesses examined hy the Committee. 
But it has deliberately omitted to mention as to how many witnesses were 
requested to appear before the Committee by the members. Moreover, 
on February 20, 1988, I addressed a letter to the Chairman of the 
Committee requesting him to call the following witnes'iCs before the 
Committee: 

1. Mr. Bhoopatrai Oza, Indian Ambassador to Sweden. 

2. Mr. Naik, Jt. Secy. in the Ministry of Defence. 

3. Mr. R. K. Gupta, D.I.G., C.B.I. 

4. Mr. Anil Kumar, Director of Enforcement. 

5. Mr. Mohan Katre, Director, C.B.J. 

6. Mr. P. P. Malhotra and Mr. J. S. Arora, :-Advocates of 
Mr. Win Chadha and his son. 

7. Mr. Gopi K. Arora, Secy. in the Ministry of Information and 
Broadcast in g. 

8. Mr. Martin Ardbo, former President of Bofors. 

9. Mr. Ringberg, the Swedish Prosecutor; and 

10. Mr. Srichand Hinduja and Mr. Gopichand Hinduja. 

After about one month, the Chairman sought the view of the Committee 
as to whether these witnesses be called before the Committee. Since the 
majority of members of the Committee belong to the Ruling Party and its 
allies, my genuine request was not conceded. Then I repeatedly requested 
the Chairman and the Committee that at least some of the important 
witnesses might be called before the Committee but my requests were again 
turned down by the Chairman with the help of the brutal majority of the 
Ruling Party Members and its allies. 

Despite all these drawbacks, I am pleased to say that a few members showed 
keen interest to achieve the very object of the enquiry. I am one among 
them. 

Though the Government of India had resolutely refuted the allegation by 
saying that the allegation of the Swedish Radio broadcast was "false, 
baseless and malicious", the report of the Swedish National Audit Bureau 
and the mounting pressure of the Opposition parties compelled the Govern­
ment to constitute this Committee for enquiry. 
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Trrms of Rrfrrcncr 

The Committee was constituted to inquire into the following matters : 

(i) whether the procedure bid down for the ac-quisition and 
sy~tems were adhered to in the purchaso of the Bofors gun; 

(ii) to ascertain the identity of the persons who received and the 
purpose for which they received payment-; of the following 
amounts: 

(a) SEK 170-250 million 

(b) SEK 29.5 million 

. (c) SEK 2. 5 million 

from Bofors (as referred to in the teport of the Swedish 
National Audit Bureau, received by the Government of India 
on June 4, I 987); 

(iii) Arising out of the enquiry, if there is prima-facie evidence that 
M/s. Bofors have in addition to payments mentioned in (ii) 
above, made any other payments for securing the Indian 
contracts, the identity · of the persons who received such 
payments shall be a~rtained. 

Such were the terms of reference to the Joint Parliamentary Committee. 

The unfortunate controversies about the terms of reference, about· the 
composition, about the powers of the Committee prevented the Opposition 
from joining the Committee. Had- they not been disabled by these 
controversies from joining I believe that many of the aforementioned 
drawbacks would have been overcome and we would have been able to 
get closer to the truth about the illegal payments. 

The Committt:e has observed as follows : 

"The Committee art firmly convinced that the procedure 
followed for the selection of the Bofors gun system was sound and 
objective, and the technical evaluation of the. various gun systems. 
con~idered was thorough, flawle~s and meticulou-;." 

I totally disagree with tht.se observations for the reasons explained 
hereunder: 

Gun Systems 

No doubt this Committee took a o-ood deal of time to inve<>tigate the capa-, "' . 
bility of the Bofors gun system. We had the opportunity to see the operatiOn 
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of the gun in plains as well as hills. The army personnel asserted the capa­
bility of the gun &ystem with great satisfaction. Bu1 the pertinent point for 
consideration of the Committee wa9 as to what the capability, mobility, firo 
range, fire hur~l of the Bt-for') gun was bdor~ the ~.:Pntract wa~ concluded 
on March 24, 1986, and not what it was so many months after the signing of 
the contract. Any evaluation on the basis of the trial of the Bofors gun in 1987 
was not appropriate to the task before the Committee. The Bofors c ouhl 
have later developed, or altered or modified the gun system. Such improve­
ments could have been made in the case of other gun systems as well. The 
Committee was bound to consider the mobility and capability of the gun 
system on the basis of an evaluation of trial. units and recommendation of 
Army Headquarters prior to the contract being signed. 

In this context it is appropriate to note that the Ministry of Defence 
has not taken any steps to re-evaluate the gun systems after 1982. It has 
acted upon the evaluation report of 1981-82. It has adhered to the evalua­
tion report of 1981-82 for concluding the contract in 1986. During one of 
the inhouse meetings of the Price Negotiating Committee it was emphasised 
by one of the members thLt dl gun systems must be re-evaluated. But the 
Ministry of Defence refused to accept this suggestion by saying that there 
was no time to re-evaluate all the gun systems. 

Trials of nrious Gun Systems 

The introduction of l55mm calibre medium towed gun was based 
on the weapon philosophy of the expert Committee headed by Lt. Gen. 
K.V. Krishna Rao. 

Various medium gun systems were taken for trial evaluation since 
the year 1980, 1981 and 1982. 155 mm FH 70 gun of UK, 155 mm FH 77 
BF of M/s. Bofors, Sweden, 155 mm gun of Voest-Aipine (Austria) and 
155mm TR gun of M/s Sofma (France) were evaluated during these years 
by trial units consisting of experts and acknowledged technicians. 

Recommendations of Army Headquarters 

In December, 1982, Army Headquarters finalised their general statT 
evaluation of 155 mm gun system for the first time and recommended to 
their Ministry of Defence that the guns be considered for purchase and 
licensed production in the following order of priority : 

(i) TR gun (France) 

(ii) FH 77 B gun (Sweden) 

(iii) FH 70 (UK) 
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The procurement of the gun system did not start with this recommen­
dation. Instead, a series of meetings were held by the Ministry of Defence 
with the representatives. of. Army Headquarters. 

DCOAS and Director Artillery had visited United Kingdom, 
F ranee and Sweden to see the operation of the gun system concerned. 
Only in January 1984 did the Government decide to procure 400 guns of 155 
towed gun system. The Cabinet Committee on Political Affairs approved 

the proposal for 400 guns ar.d authorised the Defence Ministry to enter 
into a licence agreement with selected manufacturers for production. It also 
directed the Ministry to constitute a single Price Negotiating Committee 
chaired by Defence Secretary. In this connection;. I have to state that 011 

three occasions the TR gun (France) was ranked fi.~st in the order of priority 
by Army Headquarters. 

As I mentioned earlier, it was in December, 1982 that the Army Head­
quarters ranked the TR gun in the first place. Ag~in in February 1985, it 
shortlisted the gun system into two rankings. Again the first place was 
given to 155 mm TR (France) and the second place was given to 155 mm FH 
77B (Sweden). Army Headquarters confirmed the order of priority to the 
Defence Ministry for a third time in 1985. 

Thus, Army Headquarters ~cpeatedly recommended M/s. Sofma gun 
with fir~t order of priority ba~ed en the evaluation by its expert technical 
committee. 

l\linutes of P.N.C. 

Jn this context for the benefit of the Parliament and the public I 
reproduce some extracts hereunder from the minutes of the Price 
Negotiating Committee: 

(i) An extract from the proceedings dt. 17-8-84 as follows: 

"Secy. (Expenditure) stated that there is no need for conducting nego­
tiation with any of the parties as Army Headquarters were of specific 
view that they preferred only French, and Swedish gun and the guns 
manufactured by IMS and YO EST Alpine were not acceptable to them. 
DCOAS confirmed the statement made by the Secretary (Expenditure) 
about priorities indicated hy Army Headquarters regarding purchase 
of !55 mm gnu. According to him, guns prodlll~ed hy IMS anll 
VOEST Alpine were not acceptable to the army, the gun produced 
by Sofma being the first preference. DCOAS further stated that this 
has been the view of the Army Headquarters all along." 
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( i i) An extra' t from tht. proceedings dt. 28-8-84: 

"DCOAS stated that both the guns had adyantages. Tf an overall 
view is taken the gun manufacturt>d by Sofma is better than that 
manufactured by Bofors". 

(iii) An extract from the proceedings dt. 7-8-85: 

"DCOAS stated that Chief of Army Staff had given his recommenda­
tion that French gun was the best priority-wise and if the price 
difference was marginal we should go in for that". 

Report of Lt. Gen. l\faya Das 

In addition to this, the Technkal Evaluation Committee under the Chair­
manship of Lt. Gen. Maya Das has given priority to GNH 45 TR guns and 
not to Bofors guns. · 

Brig. N.P. Singh of the Committee gave first priority to GNH 45 and TR 
French Gun. 

Brig. T.P. Singh gave first rank to FH 77 Swcdi~h gun, and the second place 
to TR gun. 

Col. Khara ranked the TR gun first and GHN 45 second. He gave the FH 
77 Swedish gun third place. 

M.P. Singh ranked GAN 4 (Austria) first and assigned the second place to 
the TR gun, and the last place to the Swedish FH 77 gun of Bofors. 

Gen. Maya Das ranked GHN 45 of Austria first, TR France second, and 
the FH Swedish gun third. 

Report of Lt. Gen. :Mahendra Singh 

Based on evaluation of detailed trials of suitable and available sy~tems in 
the world, Lt. Gen. (DHWE) K. Mahendra Singh ranked the gun systems 
in the following order of priority: 

(a) 155 mm TR (France) 

(b) 155 mm FH 77B (Sweden) 

(c) 155 mm FG (UK) 

(d) 155 mm GHN (Austria) 

The Report of the Lt. Gen. Mahendra Singh was addres:>ed to Dcfem:e 
Secretary on February 28, 1985. 

A pl'TII'\:ll or ·h~ record-; ckarly ~-;tablishe-; tb:ll n~ilhcr the [\aluation (\l­
mmittee nor Army I kaJl!U:lrll rs, nor the Lt. Gl'r.l. lncharge was in fa\Oilr 
of the Swtdish gun on any occasion pril)f to 1985. The ~hift tO\\ard~ l\1.s 
Bufors took place only in 1986. 



223 

FH 17B Bofors Gun system 

As far as 155 mm Swedish gun is concornc.d the most important feature. 
is burst fire capability of the system, automatic handling of the ammunition, 
automatic loading of all components C>f rounds, automatic levelling of sight, 
and the Hydraulic Io .. king of arrangement for ek\·ation. Tht. fire burst capa­
bility is said to be. an t..ss' ntial feature of shoot tactics. 

As per the recommendation of the Price Negotiating Committee 
held under the Chairmanship of the Secretary the minimum acceptable fire 
range was 24 kms. · 

AccJrding to the Exp~rt Committee on Artillery Weapon System, 
"a-definite requirement for developing a medium 'gun of a calibre of say 
155 mm is that the gun should have a range of 28 to 30 kms and shell 
w~ight of about 50 kgs." 

But the fire range that the Bofors gun achieved was only 21 .1 kms 
which was well below the minimum acceptable parametre that had been 
sp~cified. Of course, the fire burst capability of the Bofors gun is very 
good. The minimum burst fire capability was specified as three round in 
15 to 20 sec()nds und.;:r all bettie-field C()nditions. Bofors record of burst 
fire is 13.5 sec.)nds whereas Sof~ is 15 seconds. 

TR (France) Gun system 

As far as TR French gun is C':>nc~rned, it is quite sophisticated. 
All Oj).!rations are hydraulically operated. The achieved fire range is 
29.2 km<> (the manufacturers now claim 32.5 kms). The gun is very 
simple and robust. In tbe case of failure of APU, the gun has the requisite 
minimum back up, i.e. hand pumps, hydraulic reservoir and power from the 
tractor. It has the highest sustained rate of fire and appears to have longer 
barrel life than any other gun system. It has a powerful APU which enables 
the gun to move at 30 to 35 kms per hour against 7 to 8 kms of other three 
gun systems. It has burst capability and has a very slow silhouettee when 
deployed. 

In this system the transfer of technology will be extremely quick 
No special manufacturing technician will be needed. There are no prop-
rietary items. All ammunition offered with the gun system is of French 
origin. Thus it is cheaper but, more important, the whole package for 
complete system is the cheapest of all. 

The gun with longer range is the universally preferred one. All 
evaluations of the Expert Committee and trial units gave priority to range 
of fire rather than fire burst capability. 
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Range of fire of Bofors guo was only 21 .1 kms, whereas TR gun 
had a fire range of 29.2 kms. The difference W<!_S 8. I kms. a very signi­
ficant margin. While as far as fire burst is concerned the difference was 
1. 5 seconds only which is rather insignificant. 

Because of these factors the Army Headquarters repeatedly pre­
ferred the TR gun (French) system. But the wind began to blow in a differ­
ent direction after Mr. Rajiv Gandhi, our Prime Minister, took over the 
portfolio of Defence. 

Germination of favouritism 

In D~ci!mber 1985 three w.:>rking groups were formed-namely, 
Working Group No. I to hold discussions on c.>:ltractual and C)mmercial 
credit terms, Group No. 2 fur wvrking out the details of all technical aspects 
including gun system guarantee and other technical matters, and Group 
No. 3 to hold discussions with representatives of the firms for licensed 
production. 

H;!re we find the germination of the favouritism towards M/s. Bofors. 
The key to it was Group 2 which wa<; formed to evaluate the gun system. 
One can understand the purpo.>e of forming the Groups I and 3 which 
were essential, but what was the need to form the Group 2 again to evaluate 
the weap.:>n system which had already been evaluated earlier repeatedly by 
the technical exp.!rts? 

The D.::fence Ministry under the Prime Minister was ,responsible 
for forming these gioup.>. Consequently, the Army Headqu:1rters submit­
ted their final technical evaluation oa f.:>ur 155 mm towed gun systems. In 
the technical evaluation on 17-2-1986, suddenly the Army Headquarters 
recommended that Swedish Bofors FH 77B gun had a clear edge over 
French Sofma TR 155 mm gun, ignoring their earlier, and consistently re­
peated rec.>mm.!ndation fur the TR French gun. 

The reasons st1ted by the Minisry of Defence for the selecLion of 
the Swedish gun system for awarding the contract to M/s. Bofors are as 
follows : 

(a) Technical fact•lr:;. 

(b) Delivery schedules 

(c) Commercial terms (price and credit), and 

(d) Contractual terms. 

As far as technical factors are concerned the claim of the Defence 
Ministry that Bofors 155 mm towed gun had a clear edge over French gun is 
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untenable, unaided by reasons and unsupported by facts. I have already 
dealt with this factor elaborately. 

Delivery Schedule 

M/s. Bofors had agreed to deliver the first Jot of 12 guns within 
three months of their receiving the down payment whereas M/s. Sofma 
agreed to deliver the guns after eight months. The last delivery for Mfs. 
Bofors would be in a month 51; against this Sofma was to be in a month 52. 

In fact there was no material difference in the schedule between 
Mfs. Bofors and M/s. Sofma. During cross-examination Mr. S. K. 
Bhatnagar, Secretary for Defence admitted that .Army Headquarters had 
received the first Jot of guns from M/s. Bofors on:Jy six months after the 
contract was signed. During cross-examination, I asked Mr. Bhatnagar 
to furnish particulars of the supply of guns so far to find out the fact as to 
whether the guns were supplied as per schedule. Mr. Bhatnagar assured 
me that he would furnish the information, but he has not done so. 

Moreover, though it is a contract for procurement of 400 medium 
Bofors guns, the compulsory procurement on the part of India is only 50% 
of the contract. In that case the Government of India in future ·may reduce 
the number of guns for procurement. Further, the stance of the Defence 
Ministry that it is very serious, that it is meticulous about the schedule 
is hard for us to take at face value. It may be reminded that the Defence 
Ministry which claims to be very particular about the schedule of the delivery 
of the guns, has in fact worked so many years to finalise the choice of guns. 

In December 1981 itself the Army Headquarters took the decision 
on the General Staff evaluation of 155 mm gun system, and recommended 
the gun system with the order of priority indicated be acquired. Moreover, 
in its assessment, Army Headquarters, vide their letter No. B/28888/GS/ 
WE-5 dt. 28th February, 1985 state that "As you are aware, the case for 
procurement of 155 mm towed and SP guns has been under consideration 
since 1982. In order to ensure a balanced artillery support to our for­
mations, a requirement of 46 regiment i.e. 920 x 155 mm guns of the towed 
version was assessed by us for the 6th Army Plan. However, due to the 
fact that no single manufacturer would be in a position to supply such a 
large n urn ber of guns and also with a view to eventually encourage indi­
genous production, a provision for impor:ts of only 400 guns (20 Regiment 
worth) along with associated accessories, spares, vehicles and ammunition 
was projected by us to the Ministry of Defence in July 1982." And yet 
the Defence Ministry took nearly four years and three months for awarding 
the contract. Not a single gun was acquired in the Sixth Plan. Now the 
same Ministry is working itself up over the difference of a few months in the 
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just a device to add another poiwt to justify a decision that had already 
been taken. ~ 

Commercial Terms (Price & Credit) 

It was claimed by the Defence Ministry in both Houses of Parliament 
that the price of the Bofors gun was cheaper than all systems especially in 
comparison to the Sofma gun. If we examine the commercial terms, price 
of guns and credit facilities, the facts tell a different story. This is evident 
from the figures of comparative offers that were submitted to the Committee 
by the Ministry of Defence. By these figures the final offer was Rs. 1427.02 
for the Bofors gun and Rs. 1436.75 for Sofma guns. The difference was 
only Rs. 9. 73 crores. 

Using th~ negligible difference the Defence Ministry claimt"d that 
it had prefcrrt"d M/s Bofors guns as th~'y Wt re cheaper. A number of 
reasons prove that the claim of the Defence Ministry is fahc, and is, in fact, 
based on doctoring the figures. 

The final and accept~"d offer of M/s Bofors was Rs. 1427.02 crorcs 
(SEK 8410,660,984). Bofors h2.d agreed to give only documentation and 
training free of cost. The offi:r that the Ministry uS<'d to justify its decision 
did not include banking charges under the credit agreement. These Vl'rre as 
follows 

(i) Commitment fee@ 0.25% p.a. of the undisbursed portion of 
the credit to be paid half yearly; 

(ii) Guarantee prrmil:m @ 2 ~~ flat on the total credit am01mt; 

(iii) Agency fees @ 0. 0625 ~~ p.a. on the l0an; 

(iv) Management fee @ 0.0625% flat on the total credit amount. 

When we incorporate these charges into the final offer of Bofors, 
India has to pay m'.tch mJre to Bofors than the figure the Ministry used, and 
the one it gwe to th!! Committee. 

It is false to say that th~'S'! charg,~s have been induded in the final offt·r. 
In the docum'!nt of th~ summuy of quantity and price th*'Te is no indication 
of this additional cost. 

But even more serious factor is that the govrrr.ment agrHd to pay 
B)fors in two currendc!'., namely SEK and DM (German currency). Un­
fortunately, India was m:ttie to accept b-uyer's cr,.dit and to pay in the currency 
of credit : nam~ly, 86~~ in SEK and 14% in DM for the gun system, and 
100% in DM forth~ ammunition. During examination, witnesses frcm the 
Defence Ministry frankly admitted that this decision had, as they put it, 
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turneJ out to be a "n<'gative factor". In the inhouse meeting of the Price 
Negotiating Committee held on 4th March 1986 it was noted that : 

"It was noted that Swedish offer for credit was in two currencies 
and the German Marks elrment in the crrdit was a nrgative factor 
subject of course to currency behave in future. We might ultimately 
have to pay more because of this factor ................... . 
Moreover, the rate of interest on German currency. was higher in 
Swedish otTer than that by French. On the whole, the French crrdit 
otTer was considered to have an edge over the Swedish one." 

The data given by the Defence Ministry about the final otTer of 
Bofors were in terms of rupees on the basis of the. exchange rate converted 
from SEK alone to rupees. 

This was a patent distortion. In our contract, we have to pay to 
Bofors only 49% in SEK. The rest, 51 % is to be paid in DM. Therefore, 
in calculating what we have to pay in SEK, 49% of the total contract value 
must be converted from SEK to rupees and the rest 51% from DM to rupees. 
This is the accurate way of calculating the total cost of the Bofors contract 
in termi of rup~es. If WJ conwrt exchang~ value of DM in rup~es, it is need­
less to say that the Bofors otTer would be much higher than that of M/s Sofma. 
Thf!refore, even the Dept: of O.!fekce Production and Supply did not endorse 
the view of the Defence Ministry. The Price Negotiating Committee minutes 
rev.:als that "Dept. of Defence Production and S·upply have evaluated the 
scope of transfer of know-how, price CKDS, escalation, credit terms etc. 
but felt that it is not possible to giVe final opinion on which is the cheaper 
offer." 

As far as M/s Sofma was concerned, though its otTer appeared to be a 
little high-that is, by Rs. 9. 73 crores-it had agreed to supply spare parts 
and maintenance equipment free of charge for five years. It had also agreed 
to give training and technical lit<.>rature without any charge. The most 
important factors were that it had agreed to accept all payment in a single 
currency, that is its own French Franc. It had also accepted not to, charge 
on the basis of escalation. These facts were kept from the Parliament on 
all occasions. Worse, they were not taken into account while finalising the 
choice. 

In view of this it is incorrect to state in the report that the price of 
· Bofors gun systems in the Indian contract was the lowest compared with 
prices in contracts with other customers. The report claims credit by put­
ting the argument that "during the period of 40 days from lOth Feb. to 21st 
March 1986 the price of the Bofors came down from Rs. 1620 crores to 
Rs. 1427 crores while in the case of Sofma · the · price came down from 
Rs. 1590 crores to Rs. 1436 crores. 
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But, if we go through the offers of Bofors and Sofma on l-9-1984 
10-4-1985 and 10-1-1986 they were much less than the offer made ln lOth 
February 1986. ' · 

Contractual term~ 

Supply cont!a-::t for Bof..,rs, credit agreement, licence agreement. 
and m~morandum of und!rstanding, all these documents were signed on 
March 24, 1986. If we examine the salient features of these documents in 
the light of the depo!>ition before the Committee by officers from the Defence 
Ministry and Army Headquarters, it reveals that the Defe nee Minist1y 
was not serious about the terms of the contract. 

Under the supply contract the Defence Ministry agreed to pay 20% 
of 11 e total value of the contract as advance without any interest till the 
coct~- act wac; over. In other words, it agreed to pay Rs. 285.4 crores as 
advance vvithout interest whereas M/s Sofma demanded only 10~~ advance 
for the first six months and another 10% thereafter. The loss of interest 
is a disadvantage which wac; not included in the total value of the Bofors 
offer. Under Clause 16 of the Supply Contract various grounds have been 
mentionrd for termination of the contract. To our surprise, no ground is 
incorportited for terminating the contract in case of violation of the 
condition that the Government has mentioned again and again, namely 
the appointment of 'middleman and payment of commission. Had they 
been very serious for the elimination of middlemen and commission, they 
would have incorporated a clause to that efft:ct. Therefore, the absence of 
such a clause is more than enough to show that policy of no middlemen, 
no commission claimed by the Govt. is one that has been invented ex post. 

Under Clause 18.2 of the Supply Contract any dispute, disagree­
ment or any question arising out of or related to this contract if not settled 
amicably shall be refen·ed to an ARBITRATION TRIBUNAL. When I 
ac;;ked the Defence Secretary as to why the Defence Ministry had not re­
ferred the dispute of improper payment of commission to the Arbitration 
Tribunal, his reply was as usual evasive. 

In the supply contract M/s Bofors skilfully have got the approval 
of our Government to exclude bought-out and proprietary items from among 
those that are to be transferred for licensed production. The fact which is 
still unknown to Patliament and the public is that M/s Bofors have agreed 
to grant exclusive licence and right to. manufacture medium 155 gun in India 
provideJ the Government of India undertakes to purchase 50~·~ of the 
total contract orders of the gun sy~tem viz. the Direct Sight, Night Sight, 

. Aiming C >llimnatvr, HE Shell etc. from B.->fors. Another rasping fact 
is that the Government of India has agreed to buy more than half of certain 
items like vehicles from Bofors. 
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It' is argued that M/s Bofors have agreed to give documentation 
fn!e of charge. But to our disappointment we learnt that it has. refused to 
giw do;;um!ntation regarding the engine and the gear box. 

Not just that. Under the contract, unfortunately, India has agreed 
to give the price increase for the order to be placed after 48 months and 
also agreed to the escalation to the extent of 5%. 

Coniid;!ring all these facts I am forced to conclude that the contrac­
tual termi are disadvantageous and detrimental to the interest of the nation 
and also to d~fenc~ production. 

Middlemen and Commission 

The most controversial and crucial terms o'r reference for the Com­
mitt.:e have b~.:n to a'ic!rtain the identity of the persons who received and 
the purp.):;e for which they received the payments of the following amounts 
from Bofors : 

(a) SEK 170-250 million 

(b) SEK 29.5 million 

(c) SEK 2.5 million 

These were the ones that.• had been listed by Sweden's National 
Audit Bureau, though it had als'o stated that in addition to these other 
substantial amounts had also been paid by Bofors. 

From the beginning, the Ministry of Defence had repeatedly averred 
that it had adhered to the policy of ''no middleman"- and ''no payment 
of commission" in order to reduce the cost of the contract. It maintained 
that it had always conducted direct negotiation with M/s Bofors without 
middlemen and that no commissions had been paid. But the record and 
relevant documents blow up their claim. 

M/s Bofors have also asserted to the Govt. of India and Swedish 
National Audit Bureau that no middleman/representative/agent was used 
to represent the company with the Indian authorities to win the contract. 
To make their claim appear genuine they have skilfully admitted that kay­
mcnts were made in accordance with the contract for reimbursement and 
consultant services within the areas of marketing and counter-purchases. 
Further, it has admitted that it has paid winding up charges amounting 
to 2-3/~ of the order sum, i.e. SEK 319 million and that all this money was 
disbursed during 1986. On the other hand, the Swedish National Audit 
Bureau has confirmed that 'considerable amounts have been paid subse­
quently to, among others, A B Bofors previous agent in India''. Mr. Lars 
Ringberg, the Swedish Public Prosecutor has also stated that "there is a 
reason to believe bribery crime had been committed." 
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The truth ha~ been even worse than the allegation of the Swedish 
Radio regarding payment of commissions. Tbere is no denial about the 
payment of huge amounts to the tune of Rs. 64 crores towards commiss>on. 
Why was such a huge amount paid by M/s Bofors as winding up charges? 
Are the reasons stated by Bofors acceptable? Who were the recipients? 
What services did they render? No answers were forthcoming. The 
failure to answer these questions bas cast grave suspicions not only against 
M/s Bofors but also against the Ministry of Defence. 

When the Ministry of Defence contracted Mfs Bofors to disclose 
the names of the recipients of the winding up charges it was stated that Bofors 
refused to divulge the names for reasons of commercial confidentiality. 

Moreover, it has been reported by the Govt. of India that the Govt. 
of Sweden sent the report of the Swedish National Audit Bureau to the 
Govt of India with the omission of four pages which are classified as secret. 
Mr. S.K. Bhatnagar has written many letters asking Bofors to give detailed 
information about the precise payments made about the persons who 
received the amounts and about the services rendered by such persons. 
Though Bofors stuck to its old stand in its letters, subsequently, it changed 
its attitude and agreed to give the names of recipients to the Govt. of India. 
After receiving the names of the recipients such as 

(a) Svenska 

(b) M/s Moresco 

(c) A. E. Services Ltd.-abroad 

(d) Anatronic Ger,eral Corpn. - in India 

We thought the goal of reaching the truth was nearing. But after 
seeing the report of the CBI submitted to the Joint Parliamentary Committee 
we realise that the truth is sti!l a long way off. 

CBI Investigation Report 

The CBI investigation confirms that Svenska has received SEK 
188.4 million through normal banking channels; that Moresco, a reference 
of code name for Moineao SA in Switzerland, has received SEK 81 million 
in three instalments which have been credited in Switzerland under the Code 
name 'Lotus'; that A E Services Ltd. has received SEK 50 million. According 
to the CBI investigation, SEK 319.40 million have been paid to the recipients. 
CBI has also given how much amount has been received by Anatronic 
General Corpn. in India. 

CBI inve~tigation intl) AE Services Ltd reveals that : 
"M/s A E s~rvices Ltd entered into an agreement with A B 

Bt)for'> some tim•! in 1985 to rrpresent Bofors in India and some 
oth•~r country". 
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The investigation further reveals that A & E Services had not made 
the contract in its own right but as a trustee for another compariy, CIAO. 
The agreement was entered in 1985, it was cancelled in early 1986. No 
substantial service rendered is on record. The payment was to be of the 
order of US $ 7.3 million. And it was made on Sept. 11, 1986. 

The investigation into Moresco (Moinea SA Geneva) has revealed 
an alarming factor. The report of the CBI discloses : 

"The funding of this Company seems to be mysterious as no 
trace of this company has been found at the address in Geneva 
given by M/s A B Bofors. It seems the company registered in 
Switzerland is only a front organisation ~eing run for persons not 
residing in Switzerland." 

The information about M/s Svenska Inc, Panama, is even more 
thrilling. All the office bearers are ladies. Its o·ffice is managed by a lzd y 
advocate, Miss Mcela Rozas de Perez. The CBI investigati~n reveals that 
none of the ladies is a person of means. "During the last two years", 
says th:! investigation, "she has not received h~r retainer fees and service 
chlfg~ etc. from the principals and therefore she has discontinued the 
payment to the post office for the post box". The CBI has summarised 

its rep;>rt in the following ~~~mer : 

"In the light of the facts stated in the precedir g par~ graphs 
the following position emerges : 

(i) It has not been p;>ssible to identify the real owners of the three 
companies whose nam::s were -furnished by M/s A.B. Bofors viz. 

(a) M/s Svenska Inc, Panama 

(b) M/s Molneo SA Lussanne, Switzerland 

(c) M}s A E S.!rvices, UK 

The companies have been registered in tax havens obviously 
for the purpose of tax avoidance and secrecy. Svenska Inc, 
Panama, is not reported to have done any business during the 
last two years p;:rhaps even earlier. 

(ii) The nature of the service provided by foreign companies through 
M}s A B Bofors in securing Indian contract till the termination 
of the agreement with them by the payment of winding up costs 
are not known except to the limited extent in the case of M/s 
A E Services Ltd. 

(iii) Even in the case of M/~ A E s~rvices Ltd from available details 
it seem; that this company was bro·ught into the purchase 
only in Nov. 1985 and at the instance of Indian Govt. that no 
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middleman should be employed in the contract being executed 
by Bofors, this agreement was terminated and a lump sum 
was paid to M/s A _E Services Ltd. 

(iv) The information furnished by Shri Win Chadha of Anatronic 
Corpn. shows that no payments on large scale were received by 
him prior to 1986, and the payments received in India upto 1985 
were for services rendered during the trials of guns and negotia­
tion of the contract. The details of the payment paid to him · 
as given by M/s A B Bofors tally with the details of the account 
furnished by him in his income tax-returns". 

Regarding the payment of Commission to Win Chadha, CBI has 
not investigated through any independent source. It has observed on the 
basis of the information furnished to it by Win Chadha himself. 

During the deposition of evidence, Win Chadha took a stance that he 
was never an agent or middleman of M/s Bofors, but he was only a represen­
tative of Bofors. But on the other hand Mr, Lars Gothlin ha:s reiterated "the 
old contract was a commission contract and in order to follow up the require­
ment made by your Prime Minister the company terminated the commission 
contract with Anatronics General Corpn." Win Chadha further claims 
that neither he took part in negotiations nor in field trials. But CBI has 
confirmed that Win Chadha received payment "for the services rendered 
during the trials of the guns and negotiations of the contract". 

Win Chadha has admitted during my cross-examination that he has 
no first hand information about the non-involvement of any Indian in the 
contract. He has just endorsed the view of Bofors. He strongly asserted 
that he was quite unaware of any payment or commission or winding up cost 
to foreign agencies. But unfortunately the Committee has accepted the 
misleading statement of Win Chadha without proper scruinty. 

Now the vital question emerges as to why M/s Bofors have paid the 
so-called winding up charges to these spurious agencies. What was the 
pressing need for such disbursement ? 

Neither the Defence Ministry, nor the CBI, nor Bofors was able to 
come up with any plausible explanation. It is clear therefore that the claim 
of winding up charges or consultancy service is nothing but a screen to hide 
the facts. 

During my cross examination Mr. S.K. Bhatnagar, the Defence Secre­
tary, categorically stated that no service of any foreign agency was used by 
the Defence Ministry for the Bofors Contract. He denied even the service 
of Anatronic General Corpn. 1 k furth~r ass~rl~d that Bofor" toutrad 
was the result of direct negotiation between Defence Ministry and the n~)fMs. 
In that case why should M/s Bofors say to some outsiders ? 
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Moreover, Mr Per Ove Morberg and Mr Lars Gothlin, who appeared 
before the Committee on April 7, 1988 deliberately and delinquently refused 
to reveal any information. about the service of these foreign companies ·under 
the pretext of commercial secrecy. 

Though I agree with some of the portions of the CBI report, yet I 
disagree with the under-mentioned portion : 

" ........ the information available at this stage does not show 
the involvement of any Indian associates residing in India or out­
side India or any Indian of Associates". 

This view has been accepted by the Committee in its report. The 
Committee failed to note that the CBI has not produced any constructive 
evidence to this observation. But the facts lead us ~o the opposite conclusion. 

While it has been established that the recipients are registered in tax 
havens obviously for the purpose of tax avoidance and secrecy and that 
they have not done any service for this contract, and it has been admitted 
by the Secretary, Ministry of Defence, himself that he had not used any 
foreign service for reaching the contract, the claim of non-involvement of 
any Indian or Indian associates is not acceptable. 

Further, if these companies are genuine and their dealings are lawful 
and they have been paid in proper manner, they could have remitted these 
so-called winding up costs in banks located in their country, Instead, they 
have deposited the amount in Swiss banks. So, the remittance of payment 
ofSEK 319 million in Swiss Banks through Bank of Sweden has caused grave 
doubts about the claim of winding up cost by Bofors. 

It is also false to say ·that it is not connected with Bofors contract. 
Among the three foreign agencies except A. E. Services Ltd., no other foreign 
agency has done any service to Bofors in arms deal in the past. Bofors 
themselves too have not given any details about the service rendered either to 
this Committee or to the Government of India. Even the consultation 
service of A E Services Ltd. was contracted only in the year 1985 and it has 
been terminated in 1986. 

In view of these facts the claim of winding up costs by M/s Bofors 
to these companies is untenable. 

The Commission amounting to SEK 319 million must have been 
received by none other than those who are responsible for successful negotia-
tion of this contract. · 

Suspicion 

We are told that when our Prime Minister met Mr. Olof Palme, the 
then Prime Minister of Sweden in New York .in 1985, he asked him to ensure 
that there was no middle-men and no commission was paid in the Bofors 
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contract. First, why is it that he did not ask the heads of other nations of 
the competing companies to do anything of the kind ? Mr. Olof Palme had 
informed our Prime Minister in January 1986 tlmt Bofors had a.grccd to 
negotiate without middlemen. 

A shocking fact has been disclosed by Mr. Lars Gothlin, the Senior 
Vice President of Bofors during his deposition of evidence before the 
Committee on 18th September, 1987 as follows : 

"I have described how the Company in the end of 1985 got a 
message and had to terminate the agreement." 

The W.Jrd "rn'!ssage" used by Mr. Lars Gothlin should be examined 
in proper context. M/s Bofors were awarded with the contract only on 
March 24, 1986. But Mr. Lars Gothlin has stated before the Committee 
that Bofors had to terminate the agreement because it had got a message in 
the end of 1985. What does it mean ? What was the nature of the message 
which led them to terminate the other agreements ? 

The sequences of incidents like meeting of Prime Ministers of the 
two countries conc:!rned, the said message in the end of 1985 and assurance 
from the Prime Minister of Sweden in January 1986 give birth to suspicion 
that the Ministry of Defence could have secretly assured Mfs Bofors that 
they would be awarded the contract for 155 mm gun in their favour. 

During the debate in the Parliament on April 20, 1987, our Prime 
Minister had categorically stated as follows : 

" ...... I said that (1) the guns must be technically acceptable 
and superior to all the other weapons, (2) I said that the cost must 
be less than the competitors, and (3) I said that if you want any in­
volvement at my level, you must guarantee me. That means I must 
get a firm answer from the Prime Minister of Sweden that no middle-
men are involved ...... And I got confirmation back from Prime 
Minister Palme that there will be no middlemen or agents involved. 
It is on that basis that the exercise was done". 

The documents provided to the Committee and examinations of 
the witnesses diapprove all these claims beyond reasonable doubts. In fact, 
he has misled the Parliament and the public suppressing all the facts of the 
Bofors contract. 

No doubt, the direct involvement of our Prime Minister has not been 
established in the inquiry for the reasons, to the best of my observation, 
that this Committee itself has not taken serious steps to identify the persons 
who withdrew the huge amounts through the said spurious agents. 
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After CJ. eful examination of the available documents and the depo­
sition of evidences, my observations are as follows : 

(i) Mjs A.D. llofors have been favoured. for the contract of 155 
mm gun system by the Ministry of Defence while the Prime 
Minister, Thiru Rajiv Gandhi was also the Defence Minister; 

(ii) The story of 'no middlemen' and 'no payment of commission' 
is unbelieveable; 

(iii) The recipients disclosed by M/s Bofors have not done any 
service in arms deal. They were exploited for commission; 

(iv) The claim of winding up cost by M/s Bofors is untenable. 

(v) In the absence of any service from tliese agencies, the payment 
of money to the tune of SEK 319 milHqon could have been made 
only to Indian or Indian associates or both. 

(vi) The claim of business confidentiality by M/s Bofors is nothing 
but a scape goat to conceal the real culprits. 

(vii) The direct involvement of our Prime Minister, Shri Rajiv Gandhi, 
has not been established but the relevant records reveal his 
extra-ordinary interest in favour of Bofors deal. It reminds 
me what Chaucer has said : 

"If the Gold doth O;ll>t, what shall the iron do ?" 

During my school days our Tamil Pundit used to remind us to 
follow the teaching from the story of the Great Tamil Poet, Nakkeerar, who, 
when found fault in the poem of Lord Shiva, fearlessly and resolutely pro­
tested to Lord Shiva by saying : 

"Even if you thn;aten me by opening your third eye, 0, Shiva, 
the fault is fault." 

No wonder, as a Tamil, I am inspired by this 2000-year old story 
and thus submit this note of dissent. 

The conclusions of the report no doubt conceal the facts of the deal 
and cover up the connivance of our Govt. with Bofors and refuse to identify 
the recipients who could be none other than Indians or Indian associates 
or both. My disagreement with the conclusions of the Committee, I hon­
estly assure, are based on incontrovertible facts, irrefutable reasons and 
constructive evidence. Let the nation know the truth. Let our people 
stand by the truth. 

New Delhi, 
April 22, I98R. ALADI ARUNA 
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An emergent meeting of the Committee was held at 1 530 hou.rs on 
the same day, i.e. 25th April, 1988, to consider the afore:;aid note. The 
members present, including Shri Aladi Aruna, expressed their views in the 
matter. 

The Committee feel that in order to set the record straight, the 
following points need reiteration. 

A. Committee Procedure 

(i) Decisions with regard to the witnesses to be called for evidence 
and the procedure for recording the evidence were taken by the Committee 
by consensus froni time to time. In certain cases even though majority 
of the members felt that the evidence of certain witnesses was not required, 
the Chairman accommodated the point of view of Shri Aruna and decided 
to summon them for evidence. 

(ii) Full opportunity was given to the members, including Shri Aruna, 
to put questions to the witnesses. He never represented to the Committee 
that he had not had fun opportunity to examine the witnesses. 

(iii) All documents of a classified nature were made available to 
members for study/reference. As many as seven sittings of the Committee 
were devoted by the Committee to a study of the classified documents. 
This was in accordance with the decision taken by the Committee themselves. 
Members took copious notes from the documents to enable them to put 
searching questions. 

(iv) In accordance with the agreed procedure, the draft report abo 
was made available to Members for study in the Committ'e Room. The 
Committee devoted as many as three sittings lasting over 1 1 hours for study 
and consideration/adoption of the Report. 

(v) Relevant portions of the verbatim proceedings of the Committee 
were forwarded to the witnesses and members concerned for confirmation 
and return. In terms of Direction 65 of the Directions by the Speaker, these 
are to b~ treated as confidential and cannot be made available to anyor.e 
without the orders of the Speaker. 

(vi) Minutes of each sitting of th~ Committee were circulated to the 
ml!mber::; in terms of Direction 66 of the Directions by the Speaker. No 
objections were ever taken that the minutes had not been rccorct'd in con­
formity with the decisions arrived at by the Committee. 

'(vii) Further suggestions given by the member (Shri Aladi Aruna) 
for summoning certain witnesses for evidence were discussed by the Com­
mittee in a sitting exdusiv<:ly held for this purpo~c on 30th March. 1988. 
The d.:::isions of the Com:nittee w~re imml!dia.tely followed. up and witnesses 
~ummoncd to· appear before the Committee at a very short notice. Since the 
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Committee's term was drawing to a close. It will be appreciated that the 
Committee had no jurisdiction over alien citizens and, therefore, could not 
compel the former President of Bofors to tender evidence. All other wit· 
nesses who were summ:med from abroad did tender evidence before the 
Committee on 7th and 15th April, 1988. As the Rajya Sabha was not 
in session from 31st March, 1988 to 24th.April, 1988 and the witnesses had 
been summ:>ned at short notice, messag'!s to members of that House inclu· 
ding Shri Aruna were sent through express telegrams requesting them to 
attend the sitting>. Members were also contracted on telephone at their 

. p!rmlnent addresses. The Chairman personally rang up some members. 

B. Conclusions of the Committee 

SJ far as the conclusions of the Committee are concerned, these are 
based on the evidence......-oral and written-tendered before the Committee. 
While Shri Aladi Aruna is entitled to his views· on the various aspects of the 
gun contract, the Committee would like to state with all emphasis at their 
comm1nd that they are not prepared to place any reliance on unsubstantiated 
inferences. It needs hardly to be reiterated that conjectures, surmises or 
suspicions have no place in any report much less the report of a high·powered 
Committee like ~he present one appointed by the Parliament of India. Shri 
Aruna's note ab.:>ve does not contain any solid facts to controvert the obser· 
vations/conch.Isions of the Committee. If suspicion is allowed to take the 
place of proof as Shri Arona would like the Committee to do, it would be 
a travesty of justice. This i~' against all cannons of justice and fair·play. 
The Committee, after a thorough consideration of the entire .note, have 
reached the conclusion that Shri Arona's observations are most unfortunate, 
unfair, b~scless and biased. There is not even a shred of evidence to support 
them. The Committee totally disapprove of his note. 

It is indeed very alluring a.n:d attractive to reach at conclusicns 
based on suspicions and surmises. The Royal Commission on Commissions 
of Inquiry in U.K. and our own Law Commission have warned against resort· 
ing to such dang'!rous practice. The Committee are firmly of the view that 
this would be most injurious to the democratic process. The question here 
is not one of the rights of a member but of the very approach expected of . 
a Parliamentary Committee charged with the responsibility of .fir..ding faCts 
after thorough investigations. This is what the Committee have endeavoured 
to do and an unbiased reader can easily .find out for himself how pains· 
takingly the Committee have dealt with all the relevant evidence recorded 
by the Committee and the concl-usions that flow from it can hardly be 
quc~tioned. The Committee have, therefore, cc.me to the only conclusion 
th:ll i, p•lssiblc in the circumstances, viz. the infl·rcnccs drawn hy Shri .Alndi 
ArLma arc totally unacceptable to them. The Committt:e rcitu ate that tllc·y 
luw not found any evidence whatsoever of the involvement of any Indian 
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or Indian Company-whether resident in India or not-having received 
any payments as commissions or bribes from M/s A.B. Bofors. 

The observations of the member to the effect that "the relevant 
records ·reveal his (Prime Minister's) extraordinary intecec;t in favour of 
Bofors deal", are prejudiced and baseless and are not bt~rne out by any 
evidence. The member has made a serious allegation but has not cared to 
substantiate it. This is indeed amazing and can lead to only one conclusion, 
nam'!ly that he wants to derive political advantage from such an insinuation. 
His note shows clearly that he is distorting facts. 

As has been clearly brought out in the report, it was only at the 
instance of th~ present Prim'! Minister that total prohibition was put on 
employm"!nt of middlemen in defence contracts and it was in pursuance of 
this obj~ctive that the representatives of all the four contending firms were 
summ:>ned by the Defence S!cretary on 3rd May, 1985, and told in clear terms 
that th'! GJvernm'!nt of India did not favour the employment of middlemen. 

There is no evidence to show that any undue favour was shown 
by th~ Ministry of Defence to A.B. Bofors. The report amply brings out the 
considerations, technical, financial as well as commercial, that weighed with 
th! N.!g)tiating Committee while recommending that the contract should 
b~ awarded to Bofors. The Prime Mini~ter approved the recommendation 
of the Neg)tiating Committee in his capacity as Defence Minister after the 
then Finance Minister and the Ministers of State in the Ministry of Defence 
had cleared the proposal without raising any objection at any stage. It is, 
therefore, amlZing to find the member drawing the inference that the Prime 
Minister exercised any influence or pressure in the decision making process. 

The inference drawn by the member that the use of the word 
"messag~" by the Chief Jurist of the Company with reference to the talks 
held by the Prime Minister of India with the Swedish Prime Minister ••gives 
birth to suspicion that the Ministry of Defence could have secretly assured 
Mjs. A.B. Bofors that they would be awarded the contract for 155 mm gun in 
their favour", is, indeed, totally unwarranted. The member has no cogent 
arg-m~ent to support the theory tt~.tf he has in mind. Surely, he cannot 
expect the Committee to s]lare ·his unfounded suspicions in the absence of 
any evidence in that regard. The Committee would have thought that it 
was for the rr b~r to sh:>w any evidence, if any, in support of this serious 
charge. Sh..·1 . -.ladi Acuna has nothing to say in the matter. 

ln view of the above, the Committee have come to the conclusion 
th:tt Sari Aladi Aruna·s note is repktc with innuendoes and tmsubtantiated 
charges which have no m·~rit whatcwr. The C.,_)mmitke cannot be a party 
to conjectures, surmises and suspicions on which Shri Aruna has ba~ed his 
observations in his note. 
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