No.9(8)/2005/D(S-III)

Government of India

Ministry of Defence 

(Department of Defence Production)

South Block, New Delhi May 09,2006

ORDER

Subject:
Constitution of a Selection Committee for selection/identification of Raksha Udyog Ratnas (“RURs”/”Champions”) of Industry.

1.
Preamble

The Government had constituted a Committee under the Chairmanship of Dr. Vijay L. Kelkar essentially to examine and recommend changes in the acquisition process in order to synergize the efforts of various stakeholders, improving the prospects of indigenous production and utilizing the resources available both in the public and private sector with the objective to strengthen self-reliance in Defence preparedness.  In order to entail an effective participation of the private sector in Defence Production, the Committee has recommended in para 6.15 (ii) of its Report (Part I) that tier I industries may be identified and their involvement could then systematically be encouraged to contribute in Defence Production and to assume the role of system integrators of large weapon systems and producers of platforms required by the Defence Forces.  The Committee has named these industries as “Raksha Udyog Ratnas”/ “Champions”. The Government has accepted the recommendation for implementation. Accordingly, it has been decided to constitute a Selection Committee for identifying/selecting RURs/Champions with the terms of reference as given hereunder:-

2.
Composition of the Selection Committee
(A)
Shri Prabir Sengupta, IAS: 65,  Director, IIFT – Chairman

(B)
Members

	S.No.
	Name
	 Status

	1.
	Shri N.R. Mohanty, Former-CMD, HAL
	Independent Technical Expert



	2.
	Shri S.H. Khan, ex-CMD, IDBI
	Independent Financial Expert



	3.
	Shri Bakul H. Dholakia, Director, IIM, Ahmedabad
	Independent Management Expert
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	4.
	Cmde Ranjan Seth, VSM, DACIDS W&S (Maritime), WSOI Division


	Rep of HQ IDS

	5.
	Lt. Gen Nirbhay Sharma, PVSM, UYSM, SM, VSM, MGO


	Rep of Army HQrs *

	6.
	AVM K.K. Nohwar, ACAS (Plans)
	Rep of Air HQrs *


	7.
	Vice Admiral D.S.P. Varma, Chief of Material 
	Rep of Naval HQrs *


	8.
	Smt. Sungita Sharma, Director (S-II)
	Convener




*Note 1.
The reps of Army, Navy and Air HQs will be associated with the Selection Committee on a need basis, when required.

 2.
A rep of FA (DS) may also be associated by the Selection Committee, whenever required.
 3.  A rep of DRDO nominated by SA to RM may also be associated by the Selection Committee on a need basis, whenever required.
(C)
Technical Support 

The Engineers India Limited (EIL) will provide the requisite technical support to the Committee.  The actual expenditure to be incurred by the EIL for verification of the private industry while providing technical support to the Selection Committee will be reimbursed by the Government.

(D)
Secretarial Support

Supply Wing under the Department of Defence Production will provide the secretarial support to the Selection Committee.

(E)
Terms of Reference of the Selection Committee
3.
The Terms of Reference of the Selection Committee shall be indicated in the guidelines notified by the Department of Defence Production, Ministry of Defence, for the purpose. 

4.
The Members of the Committee, barring the Member Convener, shall have a fixed tenure of two years.  This tenure can be extended with the approval of Raksha Mantri.
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5.
The recommendations of the Selection Committee shall be placed before the Defence Acquisition Council (DAC) for acceptance.  Once the DAC accepts the recommendation of the Selection Committee, the company shall be recognized as “RUR” for purposes of Defence Production.  

6.
A manufacturing company, once approved by DAC as a “RUR”, shall enjoy the status of “RUR” for a period of five years.  The status can be renewed for a period of three years subject to the condition that the Selection Committee makes such a recommendation and the same is approved by the DAC.  

7.
All expenses attributable to the functioning of the Selection Committee including office expenses, travel expenses, other contingencies and actual expenditure incurred by EIL while providing technical support to the Committee to be reimbursed to EIL will be debitable to Main Head 2076, Minor Head 109, Defence Services Estimates pertaining to DGQA for which a provision of Rs.50 lakhs will be made every year.

8.
This issues with the approval of Raksha Mantri.

(Alok Perti)

Joint Secretary to the Government of India

Tele : 2301 5444

To

All concerned

PS to RM, PS to RRM, PS to RURM, Defence Secretary, Secretary (DP), Secretary(R&D), DG(Acq), FA(DS), FA(Acq), AS(DP), DGQA, PCDA HQs, 

Copy to:


FICCI, CII & ASSOCHAM
- For wide circulation to the Industry.


Director (Coord)
MOD

- For display on MOD website. 

No.9(8)/2005/D(S-III)

Government of India

Ministry Of Defence

(Department Of Defence Production)

South Block, New Delhi

May 09,  2006

GUIDELINES FOR THE SELECTION OF INDUSTRY “RAKSHA UDYOG RATNAS”/“CHAMPIONS” IN DEFENCE PRODUCTION
A.
Preamble


The Ministry of Defence, Government of India, in promoting the participation of Private Industry in Defence Production, and to enable the Government to utilize available resources, both in the Public and Private Sector to the maximum extent for production of Defence equipment needed by the Armed Forces for the defence of the nation, have decided to identify the Industry leaders, hereafter referred to as “Raksha Udyog Ratna/Champion”, who shall be associated in Defence acquisitions undertaken by the Government.  The RURs should be treated at par with Defence PSUs, which are selected by the Government for receiving technology and undertaking licence production with Transfer of Technology (TOT) from overseas sources.  In order to select such “Raksha Udyog Ratna (RUR)” in a fair and transparent manner, the Government hereby enunciates the following guidelines:-

B.
Guidelines

(1)
These shall be called the Guidelines for the selection of Industry “RUR” as described in the Preamble above.

(2)
Company registered under the Companies Act, which is a manufacturing concern, can apply in the prescribed form enclosed for being selected as an Industry “RUR” for Defence Production.  Such application shall be received in the Department of Defence Production.

(3)
(i) All such applications for selection of “RUR” shall be examined and scrutinized by a Committee constituted by the Department of Defence Production, Ministry of Defence with the approval of Raksha Mantri.  This Committee shall have the following Members :- 
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(a) Eminent personality  - A person with an exceptionally good experience in   Government, Defence experience would be an added advantage - Chairperson;

(b) A high level independent Technical expert;

(c) A high level independent Financial expert; and

(d) A high level independent Management expert: (Dean/Prof. Of IIM).

(e) A representative of Integrated Defence Staff (IDS).




Technical support:
 Organisation like EIL


Secretarial support:
DDP, MoD.

(f) A rep of Army/Navy/Air HQ - to be associated on a need basis when required

(ii) This Committee shall be provided with technical support, scrutiny and    examination of the application by an organization like EIL, which will be selected by DDP in MoD.

(iii) Secretarial support to the Committee shall be provided by the Supply Wing of the Department of Defence Production, MoD.

(iv) Members of the Committee, barring the Member Convener shall have a  tenure of two years.  This tenure can be extended with the approval of Raksha Mantri.

(4)
(i) The Committee shall make recommendation in respect of each application indicating clearly whether the applicant should be recognized as an “RUR” or not based on the criteria set forth in these guidelines.

(ii) All applications received by 30th September of the calendar year shall be examined and the Committee shall give its recommendations latest by 31st March next year.

(iii) The recommendation of this Selection Committee shall be placed before the DAC (Defence Acquisition Council) for acceptance.  Once the DAC accepts the recommendation, the company shall be recognized as “RUR” for purposes of Defence production.
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(iv)  A manufacturing company once approved by DAC as a “RUR” shall enjoy the status of “RUR” for a period of five years.  The status can be renewed for a period of three years subject to the condition that the Selection Committee constituted under para (3) recommends the same.

(v)
After selection as RUR, the Company shall sign an Agreement with the Ministry of Defence on the Code of Best Practices to be followed by them.

(5)
These Guidelines shall be made available to Industry Associations, i.e., Confederation of Indian Industry, Federation of Indian Chamber of Commerce & Industry, ASSOCHAM, for wide circulation. These guidelines will also be posted on the MoD website. 

C.
Criteria for Selection:

(6)
The criteria for the selection of “RUR” for Defence Production shall be as follows:-

(i) Public Limited Indian Company registered for minimum ten years with foreign holding not exceeding 26% excluding FII.

(ii) Companies with Capital assets in India not less than Rs.100 crores and   turnover not less than Rs.1000 crores for each of the past three years.  (For this purpose, the group of companies engaged in manufacture will be treated as one company).

(iii) A minimum credit rating equivalent to CRISIL/ICRA – “A”.

(iv) Company with consistent profitable financial record showing profits in at least three years of the last five years and with no accumulated losses.

(v) Companies with established track record in engineering (including software) and Manufacturing for real value addition – Not a trading company/agency.

(vi) Companies with established R&D Base or willing to invest in R&D as decided by the Regulatory Authority.

(vii) Companies with units/divisions with established Quality Control System meeting various quality certifications and standards as laid down from time to time. Current standards should include ISO 9001 & ISO 14001 and preferably 
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ISO 18001 also.  The system should enable self-certification by select Industry “Champions”.

(viii) Companies with security infrastructure meeting relevant requirements authorized by Government agencies.

(ix) The company shall either possess a licence/LOI for production of Defence items in accordance with the amendment to the Industries (Development and Regulation) Act 1951 (Notification No.S.O.477 (E) dated 25th July 1991) notified by the Government vide Notification dated 3rd January 2002, or obtain the same within six months of application for seeking “RUR” status, wherever required.

(7)
The criteria described in para 6 of these guidelines, in very special cases to be treated as exceptional, can be relaxed by the Committee constituted under para 3(i).  In each such case of relaxation of the criteria, the Committee shall record the reasons in the form of a speaking order for recommending the company to be recognized as “RUR”.  The recommendations of the Committee when placed before DAC for consideration shall be accompanied with the reasons records as a speaking order.

(8)
These Guidelines shall be reviewed by the Department of Defence Production every three years.

(9)
These Guidelines shall come into effect from the date of notification.

(10)
This issues with the approval of Raksha Mantri.

(Alok Perti)

Joint Secretary(S)

Department of Defence Production,

Ministry of Defence.

Application form for  selection of

“Raksha Udyog Ratna”/ “Champion”

1. Name of the Company

2. Name of CEO with Designation

3. Address of the Registered Office

4. Address of the Factory/Factories

5. Company Website(s)

6. Date of Incorporation

7. Brief History of the Company

8. Category of Industry (Large Scale/Medium 

Scale/Small Scale)

9. Nature of Company (Public Limited/

Private Limited)

10. Nature of Business (Please give broad product range 

against each) 

10.1 Manufacturer

10.2 Trader

10.3 Sole Selling or Authorized Agent

10.4 Dealer

10.5 Assembler

10.6 Processor

10.7 Repacker

10.8
Service Provider

11. Please tick the head at the Appendix under which your products/services fall.  You may tick more than one head, if applicable.

12.        Details of Current Products



12.1  Type/Description



12.2  Licensed/Installed Capacity



12.3. Annual Production for Preceding 3 Years

13.      Details of Bought Out Items

13.1 Main Equipment

13.2 Component/Assembly/Sub Assembly/Processes

13.3 Name and Address of the Sub-Contractor
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14.      Sources of Raw Materials

14.1 Imported/Indigenous

14.2 Brief Description

14.3 Estimated CIF Value

14.4 Percentage FE Content in Final Product

15.      Details of Foreign Collaborations

15.1 Product

15.2 Name and Address of Collaborator

15.3 Year of Collaboration

15.4 Current Status of the Collaboration (whether expired or current)

16.      Technology Received from Abroad and Assimilated

17.      Technology Transfer MOUs Signed/Under Negotiation

18.      Products Already Supplied

18.1. To Ministry of Defence


18.1.1. Acquisition Wing/Department of Defence Production


18.1.2. Indian Army: MGO Branch/DGOS Branch/E-in-C’s Branch/ Directorates/Command Headquarters


18.1.3. Indian Navy: Chief of Materials Branch/Professional Directorates/ Command Headquarters/Shipyards/Dockyards


18.1.4. Indian Air Force: Air Headquarters/Maintenance Commands/Base Repair Depots


18.1.5. PSUs


18.1.6. DRDO and its Laboratories


18.1.7. Ordnance Factories


18.1.8. Any Other Defence Organisation

18.2. To Other Principal Customers

19.       Details of Registration Certification Held (along with product details)

19.1. DGQA

19.2. DGAQA

19.3 CEMILAC

19.4. DGS&D

19.5 Other Defence Departments

19.6. Other Government Department

20.       Details of ISO Certification

21.       Details of Pollution Control Certificate

22.        Details of Permanent Man Power (with their post graduate qualifications)

22.1 Technical

22.2 Administrative

-3-

23.         Total Area of Factory

23.1. Covered (sq. mtrs)

23.2. Uncovered (sq. mtrs)

23.3. Bonded Space Available (sq. mtrs)

24.          Electric Power

24.1 Sanctioned

24.2 Installed

24.3 Standby

25.          Details of Important Facilities

25.1 Production (including Heat Treatment, Dies, jigs and Fixtures)

25.2 CAD, CAM, ROBOTS and Other Advanced Technology Tools

25.3. Tool Room, Metrology and Test Equipments and Facilities


25.3.1. Type of Instrument


25.3.2. Make and Model


25.3.3. Date of Purchase


25.3.4. Frequency of Calibration

26.          Details of Developmental Facilities

26.1. R&D Facilities Available

26.2. Number of Technical Manpower

26.3. Inspection and Quality Control of Raw Material, Components and Finished Products.

26.4. Assistance from Central Agency/Agencies for Testing/Calibration

26.5. Laboratory and Drawing Office Facility

26.6. Percentage of Total Turn-Over Spent on R&D During the Last Three Years

27.        Area of Interest for Future Expansion/Diversification (please provide adequate details)

28.        Future Plan (if any) in respect of Expansion Programme, Installation of Additional Machines/Test Facilities

29.           Turn-Over during the last three Financial Years

30.           Present Net Worth of the Company

31.           Any other Relevant Information

32.           Contact Details of the Executive Nominated to co-ordinate with the Assessment Team (please provide telephone, mobile and e-mail address).

Appendix

Heads under which your Products / Services fall

(Illustrative list)

Products
	Airborne Radar and Equipment
	Airborne Radio Transmitters and Receivers

	Airfield and Aircraft Servicing Equipment
	Satellite and Satellite Systems

	Computer Based Trainers and Simulators
	Other Training Equipments

	Field Accommodation, Shelters and 

Catering Equipments


	Nuclear, Biological and Chemical Protection Equipment

	Fire Fighting Equipments
	Materials Handling Equipments

	Hovercraft
	Vehicles

	Naval Auxillary Machinery
	Internal Combustion Engines 

	Naval Propulsion Machinery
	Vehicle Equipments and Trailers

	Naval Surface Sensors, Weapons and 

Control Systems


	Ground Radar and Equipment

	Navigation Systems and Equipments
	Perimeter and Access Control Equipment

	Other Communication Equipments
	Computers and Peripheral Equipments

	Other Electronic and Electrical Equipments
	Test Equipment

	Other Naval Equipment
	Aircraft, Helicopters and Engines

	Protective Clothing and Equipment
	Uniforms and Personal Equipment

	Raw Materials and Semi-manufactured Products


	Additional Products and Components

	Rescue and Survival Equipments
	Ammunition and Pyrotechnic Products

	Sensors and Weapon Control Systems For Ground Forces


	Aircraft Instruments and Equipment

	Ship-borne Radar and Equipments
	Power Generating Equipments

	Ship-borne Radio Transmitters and Receivers


	Workshop Machinery, Tools and Equipment

	Storage Equipments and Packaging Products
	Medical Supplies and Hospital Equipment

	Surface Combat Ships and Support Vessels
	Guided Missiles and Equipment

	Tanks, Armoured Vehicles and Equipment
	Weapons and Weapon Control Systems for Aircraft

	Underwater Equipment
	Engineer and Construction Equipment

	Underwater Vessels, Sensors, Weapons

and Control Systems
	Ground Based Radio Transmitters and Receivers 

	Weapons for Ground Forces
	Aerial Reconnaissance Equipment

	Any other category not listed above 

(with details)
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Services
	Consultancy and Advisory Services
	Prime Contracting Services

	Research, Development and Test Services
	Civil Engineering, Building and Construction Services



	Naval Services
	Information Technology, Software and Computer Services



	Manufacturing Services
	Maintenance and Repair Services

	Packing, Storage and Transport Services
	Documentation Services

	Supporting Services
	Security Services

	Any other category not listed above (with details)
	


DRAFT AGREEMENT ON THE CODE OF BEST PRACTICES

THIS AGREEMENT, entered into by and between:

………………………………………

………………………………………

………………………………………, who has been recognized and approved as a “Champion” of Industry for purposes of Defence Acquisition by the Ministry of Defence, Government of India

Hereinafter referred to as the Supplier 

And

The Ministry of Defence (MoD), Government of India, South Block, New Delhi, India.

Recitals

1. WHEREAS the Code of Practice covered under this Agreement is meant and entitled to demonstrate a commitment of the Ministry of Defence and its supplier to the establishment of mutually satisfactory relationships, based upon openness and trust, to enable mutual benefits in the acquisition of goods and services by the Ministry of Defence.  This code does not seek to deal directly with the performance of those goods and services, or to specific contractual terms of their supply, it rather establishes principles for the conduct of defence acquisition business throughout the supply chain.  The objectives are to enable improvements in the quality, efficiency, timeliness and supply chain relationships in the defence acquisition business.

2. WHEREAS this Code is to encourage a positive and cooperative approach by all stakeholders involved in setting the terms for the supply of goods and services to the Ministry of Defence.  This Code advocates the use of best practices to achieve shared goals whilst recognizing and respecting each other’s interest by the avoidance of confrontation and adoption of reciprocal behaviour.

3. WHEREAS the MoD and its supplier will maintain the highest level of honesty, integrity, impartiality and objectivity, they will try to perform their obligations efficiently and to the highest professional standards treating each other fairly and with courtesy.
4. WHEREAS the MoD and its supplier recognize that the mutual satisfactory relationships based upon openness and trust between each other are fundamental to successful outcomes throughout the supply-chain and that the MoD and its supplier is committed to working together to improve the climate of defence contracting through the adoption of behaviours described in this Code.

5. NOW therefore it is hereby agreed that the MoD and its Supplier will constantly develop the most effective customer-supplier relationship in the following way:-

	The MoD Shall:
	The Supplier shall:

	1.
	Strive to deliver value for money from the Defence Budget by managing its acquisition processes efficiently, while understanding the needs of Suppliers to be profitable and give share holder value.
	1.
	Strive to deliver value to the MoD, and to improve competitiveness in line with internationally recognized benchmarks of best practice, whilst understanding the constraints that public accountability places on MoD.

	2.
	Behave as an intelligent customer with well informed and objective capability requirements and assumptions which will be made readily available to supplier at the earliest opportunity within the acquisition cycle.
	2.
	Inform the MoD fully and frankly, and at the earliest opportunity, of the industrial, financial and commercial realism of its requirements and assumptions.

	3.
	Make available to Supplier as much information as is practicable and responsible to allow Suppliers to facilitate long-term planning.
	3.
	Make known his skill base, capabilities, strategies and alliances to enable MoD to form an adequate assessment of the supplier’s capability to satisfy MoD’s forward needs.



	4.
	Work continuously with Supplier to establish realistic budgets to balance performance, cost and time parameters to achieve affordable, definite capability requirements.
	4.
	Assist MoD in devising realistic budgets for acquisition programmes, highlighting options to trade among timescales, quality, operational effectiveness and/or cost.

	5.
	Wherever feasible, encourage the long-term availability of military capability by promoting arrangements that can lead to a continuous support relationship with the Supplier and his supply chain.
	5.
	Demonstrate commitment to supply of long-term industrial capability by presenting MoD with a range of support options including the methodologies for their measurement.

	6.
	Protect commercially sensitive information and intellectual property in any pre/or post-tender discussions with Supplier.
	6.
	Protect the confidentiality of information provided by MoD, regardless of the identity of the originator.

	7.
	When seeking tenders:

· always take account of the resources needed to respond to it and sustain the subsequent evaluation process.

· Fully state the time requirements needed from tenderers to negotiate a 

· contract and, where necessary, indicate whether they are mandatory or merely desirable.

· Make available the criteria and weightage to be used in tender evaluation and notify the outcome promptly.

· In the competitive environment, fully, frankly and fairly debrief tenderers to facilitate continuous improvement.

· Award an effective contract to the winning bidder as soon as is practical on the basis of the offer made, modified as necessary by any post-tender negotiations.

· MoD shall ensure that information of costs and cost estimates provided by the supplier is not divulged to any other party.
	7.
	When responding to invitations to tender:

· Do so wholeheartedly within his capability and resources.

· Always identify all non-compliances and the reasons for them.

· Participate in debriefing opportunities fully and frankly to improve future performance.

· Provide feedback on MoD’s conduct of the competitive process.

· Promptly accept a contract from MoD that reflects what has been offered in the contractor’s most recently submitted bid as modified by any post tender negotiations.

· Provide MOD             information regarding costings and cost estimates required to assess the true value of contract.

· Allow MoD access to company accounts, which relate to production of the items contracted.

	8.
	In establishing and monitoring performance under the contract:

· Set out clear and objective contract criteria for assessing compliant performance, whether for payments, acceptance, or both.

· Work with the supplier to overcome any programme problems in good faith without disturbing effective performance, and encourage an open, cooperative and non-adversarial environment in which legal recourse is the option of last resort.

· Seek to avoid placing disruption, delay and other additional cost burdens on the Supplier.
	8.
	During the performance of the contract:

· Adopt internal and supply chain management procedures that encourage innovation, cost reduction and continuous improvement.

· When certifying performance provide the necessary evidence of compliance called for in the contract.

· Inform MoD fully and frankly, and at the earliest possible time, of any programme problems and work with MoD and other suppliers to resolve them in good faith, and with fidelity to the programme.

· Seek to mitigate disruption, delays and additional costs by whomsoever caused.

	9.
	Maintain a record of supplier’s past performance for review with him; encourage an approach where lessons are learnt from experience.
	9.
	Provide MoD with feedback on its comparative performance as a customer and encourage an approach where lessons are learned from experience.


6. THIS Agreement shall become effective from the date on which it is executed by both MoD and the Supplier.

7. THIS Agreement shall remain valid as long as the Company enjoys the status of “RUR”.

8. The MoD reserves the right of terminating the Agreement if at any time it is satisfied that the Code of Practice has been violated by the Supplier.  Before taking this decision, MoD shall give an opportunity to the Supplier to explain his position by issuing a Show Cause Notice.  The termination of this Agreement shall also tantamount to removing the Supplier from the list of “RUR” recognized and approved by the Ministry of Defence for purposes of Defence acquisition.

9. IN WITNESS WHEREOF, each of the PARTIES (Supplier and the MoD) hereto has caused this Agreement to be executed by its duly authorized officers or representatives:

For Supplier:




for MoD:

Name:





Name:

Title:





Title:

Signature:




Signature:

Date:





Date:


