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Cover Page, I ne 6, for 'aud' read 'and' 

Contents, page ( I ) ,  Append~x XII, lme 2, after 'cash' anrert ' 
Page 2, S. No. 3, line 1, Insert '/' after 'Defence' 

Page 3, S. No. 4, line 1, for 'would' read 'should' 

Page 32, line 11, m e r t  ',' after '& D' 

Page 32, S.  No. 22, line 3, for 'workship' read 'workshop' . 

Page 38, line 17, delete 'ad-' 

Page 42. S. No. 27, line 3. for 'resu!' read 'result' 

Page 61, S. No. 39, line 9, for 'observations' read 'obcervation' 

I'ayc SO, S. No. 51, Col. 2, for "7' read '74'. 

Page 81, line 6 ,  for Tub1 c Accounts' read 'Public Account' 

Page 81, S. No. 52, line 1, f o r  '1st' read 'last' 

Page 88, S. No. 58, line 5, f o r  '1.h.C ' rend 'P.A.C.' 

Page 91, S. No. 61, lmes 3-4, for 'purchase' read purchased' 

Page 104, lme 19, for 'Fl~gth' read 'Flight' 

Page 115, line 6, for 'th,atl read 'that' 

line 11 from bottom, delete ' . '  after 'depot' 

Page 122, line 5, after 'case' ituert -Page' 

Page 128, line 3, for 'months' read 'month' 

Page 132, para 32 reproduced rn margln, lme 10, for 'prafit' read 
'pdt'. 

Page 138, lmc 3. for 'Mach' read 'Machi' 
Page 139, l.ne 7, ansert 'Ibs' after '34517' 

lme 11 for 'a' read 'at' 
line 5 from bottom, for 'prcvjou ' read 'previous' 

Page 148, col. 2 of statement, against 1955-56. for '36' read '11.86' 
against 1956-57, for 3.92' read '13.32' 

line 8 from bottom, for 'is' read 'are' 
Page 149, line 3, for 're.' read 're:' 

line 8, delete '.' after 'between' and insert '-' after 'in' 



ii 
Page 161, line 6, for 'Ministry' read 'Wltary' 
Page 155, line 8, for 'earlist' read 'earlieat' 

line 10, crfter 'possible' inmrt 'in' 

Page 159, line 11 from bottom, for 'ex rcised' read 'exercised' 
Page 161, line 14, for 'n' read 'in' 

Page 164, para 8, line 6, for 'In active' read 'Inactive' 

Page 165, line 1, after perio' insett I-' 

Page 168, line 19, for 'then' read 'them' 
Page 170, line 24, for 'rate' read 'rates' 

line 8 from bottom, for 'I' read 'It' 
Page 172, line 3, for 'Recommendetion' read 'Recommendations' 
Page 174 line 7 from bottom, for 'order' read 'orders' 

Page 175, line 9, for 'Commandents' read 'Commandants' 
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APPENDIX I 

Serid Reference Ministry/ 
No. to Para No. Department Particulars of the Item Remarks of the Ministry Comments 

of the concerned 
Repon 

NINTH REPORT (FIRS?' LOK SABHA) 

1 6 4 m  Befmce . Government should take all pos- 
sible steps to enforce recoveries 
of the existing heavy outstand- 
in@ on account of stores sup- 
plied or services rendered to 
private individuals by Ordnance 
and Clothing Factories during 
the years 1944-48. 

In  continuation of their See para 92 of 
Note furnished to the the Report. 
P.A.C. of 1957-58 (Ap- 
pendix XXII to the Sixth 
Report of PAC), the 
Ministry of Deface  have 
furnished the latest po- 
sition. (See Appendix 
XVI) 



2 73 (EX) Finance (Defence) The High Commissioner &for1 In continuation of their The clearance of 
India in London should &be Note furnished to the the outstanding 
asked to pursue the question P. A. C. of 1957-58, amount should 
of early settlement of outstand- the Ministry of Frnance be expedited. 
ing claims against the U.K. (Defence) have furnished 
Government which amounted the latest position (See 
to E788,1oo at the end of March, Appendix XVII). 
1953 at high level with the War 
Office as further delay is likely 
to complicate matters. 

FOURTEENTH REPORT (FIRST LOK SABHA) 

3 42 ( X W )  Defence Fiaaace The Ministry of Defence as well Under consideration. Further Report 
All other Minis- as a l l  other spending Ministries may be awaited. 

might consider the suggestion 
that powers should be dele- 
gated to officers at various 
levels to dispose of on the spot, 
unimportant audit objections 
arising out of minor breaches 
of rules and regulations so as 
to achieve a speedy reduction 
of the number of outstanding 
audit objections. This, in the op- 
inion of the Committee, would 
lead to expeditious settlement 
of a majority of the outstand- 



4 q4 (XIV) Defena 

5 50 (XIV) Defence 

6 6 Defence 
(Introduction) 

(VI) 

ing objections and save consi- 
derable time and money both 
in the Audit and Executive 
Offices. 

. The Committee would be infor- -' 

med in due course of the de- 
cision arrived at in the mat- 
ter of evolving a uniform pro- 
cedure in all the three services 
with regard to reporting of 
cases of loss or fire to the 
Police. 

1 he recornmendanon is Further K e p r t  
still under examination. may be awruted. 

. The Committee may be informed 
of the result of the reference 
made to the West Bengal Go- 
vernment as suggested by them 
in para 70 of their 9th Report. 

In continuation of the note No comments. 
furnished to the Com- m mittee of 1957-58, .the 
Ministry of Defence have 
stated that the amounts 
under objection have 
been settled. (See 
Appendix XVIII). 

SIXTH REPORT (SECOND LOK SABHA) 

. The working of Ordnance fac- Specific Government orders See para of the 
tories has been under constant have been issued on Report. 
examination by the Public 22-f-57 for systematic 
Accounts Committee and year penodic reviews of all 
after year the attention of orders placed on Ordn- 
Parliament has been drawn to ance factories. 



the various defects both in re- 
gard to the production, orga- 
nisation and the stores wing of 
the Ordnance factories. It 
has been found that a k g e  
number of orders on the Or- 
dnance factories remain pending 
for several years. They are 
subsequently cancelled or 
suspended due sometimes to 
frequent changes in the deci- 
sions of the user setvice. In 
other cases their manufacture 
cannot be established and in 
the meantime large quantities 
of raw materials have been im- 
ported and accumulated. Be- 
sides causing large amount of 
infructuous expenditure such 
a situation leads to inefficiency 
and waste. Provisioning and 
storing of huge quantitiesof raw 
materials without having esta- 
blished production of any par- 
ticular items is to say the least 
unwise and at times fraught 
with risks. The proper method 
should be for the Ordnance 
fktories to accept an educational - ---- - - -- - - -- - -  

* . . . .- ---- 



order of such items and first 
establish production. Only 
when they are confident of 
manufacturing these items 
successfully should they pro- 
vision for bulk production. 

The  Defence Ministry have now 
accepted this position. It is, 
however, surprising that the 
Ministry should have taken 
years to come to this obvious 
decision. A review should, 
therefore, be undertaken early 
to reduce or cancel un-fulfilled 
orders previously placed. The 
present system leads to 
unsystematic working at the 
factories and accumulation of 
unuseable stores and raw mat- 
erials. 

7 6 Defence The Committee are anxious that The recornrnendation has See para 4 of the 
(Introduction) -- the large amount voted by been noted by the Minis- Report. 

(VI) Finance (Defence) Parliament should be utilised tries of Defence and 
economically and in the best Finance (Defence). 
interests of national defence. 
At a time when appropriations 
are being cut to limits the 
country's foreign exchange po- 
sition can afford, it is more than 
ever essential that the funds 



voted are put to the best pos- 
sible use. The Committee 
trust that their observations 
and recommendations made 
in this Report would be con- 
sidered carefully by the Go- 
vernment. 

8 3 0'1) Defence Savings ranging from 8 to 10 per A note is attsched. - cent in the sanctioned grants (Appendix XIX). 
Pinance (Defence) have become a recurring 

feature of the Defence Grants 
during the last 6 years. 

The savings on Defence Capital 
Outlay, as in the previous years, 
continued to be abnormally high 
being more than two-fifths of 
the total vote. One of the 
causes of the saving in the grant 
for works expenditure was 
that substantial provision was 
made for items the execu- 
tion of which could not possibly 
be expected in the course of the 
year. 

See para 4 of the 
Report. 

The Committee would like to 
watch the results of the general 



4; 6 (VI) Defence - 
Finance (Defence) 

policy adopted fram the year 
1957-58 to  include in the bud- 
get, provisions for those works 
only which have been approved 
or are likely to be approved at 
least 3-4 months &re the 
beginning of the financial year, 
so that technical planning can 
be completed bdbrc allotments 
are made and works taken in 
hand. 

While the Committee appreciate 
that certain practical difficulties 
might be unavoidable in estima- 
i n  accurately the supplies 
which will materialise during 
the closing months of the 
financial year, they reiterate the 
reccmunendation made in their 
previous reports that a higher 
standard of estimating could 
be achieved by a closer liaison 
between the indenting and 
supplying Department. 

In the opinion ofthe Committee 
the budgetary control of the 
Defence Services Grants leaves 
much to be desired. It is 
obvious that the large savings 
have been occasioned by over- 
budgeting. Over-budgeting by 

A note is attached. 
(See  Appendix XX). 

See para 4 of the 
Report. 



one Ministry immobilizes 
sums of money which could 
be utilised for other important 
purposes by other Ministries. 

10 7 0'1) Finance (Defence) Another factor to which the Com- 
mittee would like to draw atten- 
tion is the rush of expenditure 
in the last month of the year. 
The Committee regret that the 
information desired by them in 
this connection to enable them 
to examine some important 
cases was not made available to 
them as this could not be collec- 
ted conveniently by the Ministry 
of Finance (Defence) from the 
C.G.D.A.in respect of each work 
separately. The Committee 
desire that at the time of con- 
sideration of the Accounts of the 
Defence Services each year they 
should be furnished with a state-' 
meat showing the requisite de- 
tails in respect of major cons- 
truction works to enable them to 
examine this question. In the 
mean-time, the Committee 
would reiterate the recornmen- 

As desired by the Public See para 5 of the 
Accounts Committee the Report. 
Controllers of Defence 
Accounts have been ins- 
tructed to furnish the 
following particulars in 
respect of works costing 
Ks. 10 lakhs and over arid 
the statement required by 
the Public Accounts Com- 
mittee will be submit- 
ted each year at the 
time of consideration of 
the Accounts of the 
Defence Services :- 

(I) No. and date of ad- 
ministrative approval, 
amount of adminis- 
trative approval and 
date of commencement 
of work. 

(ii) Amount spent during 
the dosing month of 



dotion made in their Nineteenth the year vis-a-vis the 
Report that payments should be earlier months. 
spread out evenly throughout (iii) Reasons leading to 
the year as far as possible with the rush of expendi- 
a view to avoiding laxity of ture during the 
control because of rush. closing months. 

2. As regards the statement 
for 1955-56, it was felt 
that collection of infor- 
mation in respect of all  
the projects costing Rs. 
ro lakhs and over would 
take a considerably long 
time. In order to present 
the position to the Pub- 
lic Accounts Committee 
in respect of a sample of 
the projects at least, the 
Controllers of Defence 
Accounts were instruc- 
ted to collect and furnish 
the particulars for the 
year 1955-56 in respect 
of only such projects cos- 
ting Rs. 10 lakhs and 
over as were under ex- 
ecution near their Head- 
quarters and in respect 
of which the information 
could be collected quickly. 
The information received 



from them is contained 
in the enclosed statement. 
(Appendix 11) 

3. Instructions have been 
issued from time to time 
to the executive authori- 
ties to maintain an even 
flow of bills throughout 
the year and avoid rush 
of expenditure at the 
close of the year. The  
more recent of these 
instructions are contain- 
ed in A.H.Q. letters 
Nos. 02971 IE8, dated 
18-12-56 and 498191E5, 
dated I 1-12-57. 

11 8 (VI) Finance (Defence) It is of paramount importance that All Officers of the Ministry of No cornmenu. 
the increase in Defence outlay Finance (Defence) have 
is put to the best possible use. been asked to note the 
The Committee in the past recommendation for their 
have come acrcws instances of guidance. 
purchase of defective or un- 
wanted s t o m  involving loss or 
wasteful expenditure. Again. 
there has been a number of 



cases of infmctuous arpendi- 
m e  by the Ordnance Factories 
as a result of their taking up 
manufacture of arms and arn- 
unition which were either not 
required immediately or were 
beyond their capacity to man- 
ufacture. 

The Committee therefore desire 
that the Ministry of Finance 
(Defence) which performs a dual 
role vig. of treasury control and 
of financial advice, will address 
itself more effectively to the 
latter aspect with a view to ens- 
uring that expenditure conforms 
not only to policy but also to 
well-laid standards of economy, 
efficiency and propriety in public 
finance. 

No Comments.' 12 10 (VI) Defence ( i )  In the case referred to in para 8 A note is attached. 
of the Audit Report, 1956, the (Appendix XXI). 
Committee view with strong 
disfavour revision of estimates 
when the works are nearing com- 
pletion, and they would suggest 
that in future any tendency to 
prepare the original estimates 
without proper and'detailed 
planning should be severely dealt 
with. - 





a laad  on the DGOF involving 
kstablishment of technique of 
production. The Committee 
have come ,across a number 
c.f such cases in the past, 
when bulk orders were accepted 
by !he DGOF in respect of 
stores which have not bcen pre- 
viously manufactured. In para 
34 of their rgth Report, they 
have recommended that in the 
jntere#s c f operational efficiency, 
all pending o r d m  should be 
r e v i m ~ d  periodicllly with a 
view to rxasscssmg thc needs 
in the light c f  thc l a t e  t trend 
b t h  in technique and demand. 

(iv) They would reitcrate the ne- 
cessity for such a rcview also in 
the intern's of economy as 
during a short spsm of three 
years, the Committee have 
comc acrtas a number ot such 
casts w h m  for wmt of proper 
co-ordination and organisat ion, 
infructuouc expcndlture of a 
very large magdude  had bccn 
incurred. 

The Committee were surpyised to 
hear that the stcre sold to the 
foreign country wa. of the new 

-I- .- 



tppe while on the other hand it 
1s urged that it was urg~ntly 
required by the Army authorities 
for replacement of old type. 

(v) Another interesting featux 
w%ich the Committee noticed 
in this case was the procedure . 
adopted by the Defence autho- 
rities for declaring a store ob- 
wlttelobsolesmt. The Com- 
mittee recognise that in technical 
field the opinion of the Chief of 
the Gencral Staff should be 
accepted. But in the light of 
cases which the Committee have 
come amss  they feel that greater 
caution and cl( ser scru:ir.y is 
needed in deciding upon both 
the neoessity for and pace of 
replacement. The Committee 
would, thedore, urge upon 
both the Ministry of Defence 
and the Financial Adviser tc 
e m  cise more vigilance while 
scrutinizing replacement so that 
available resources alp 
not frittired away, 



. The Comrmttee arc nct satisfied 
about the reultsofthepmvision 
renews as large deficiencies tur- 
ned into surpluses m the f6llo- 
wing review in the course of a 
period of one year. In their 
ooinion the whole queflion re- 
quires a thorough examination 
to- 

(a] ensure that the basis of each A note is submitted. 
review is itself sound and (Appendix XXIII.) 
economic taking into account 
all reasonable reductions in 
rquirenlents ; 

( i ~ ]  see that orders are placed 
abroad or on the D.G.O.F. 
only f h r  the actual quantity 
required; nnd 

(iic') recure immediate act ion for 
reducing the demand already 
placed when a later povision 
review disclow surplus. 

The Committee feel that this will 
go a long way in avoiding much 
of the infructuc us expenditure 
incurred by the Ordnance Fac- 
tories. 

See para 98 of the 
Repon. 



- - -- - 
I 2 3 4 5: 6 

. 
1 5  17(VI) Defence ( i )  The Ministry assured the Com- (17 The obsematicn made No comments. 

mittee that as a result of the by the Committee that 
measures taken case of over-pro- the working of the Ord- 
visiming and infructuous ex- nance Factories should be 
pcnditure on materials and com- under a close znd con* 
ponents would not arise in cases tant review, has been 
of orders placed after February noted. 
1953. The Committee feel that 
the working of the Ordnance 
Factories should be under a 
close and constant review. 

(ii) The Ministry have stated that (ii) The fact whether a store 
the perforrnence of the repaired to pn old drsign a n  be 
store has not been found to be modified to the latest de- 
entirely satisfactory. The Corn- sign can mly be workcd 
mittee do not appreciate how the out by actual trials. The 
suggestirn to modify 97,000 changes intrcduced in the 
Nos. lying in stock was made by fuzes were not of such a 
the user-service without any nature as would have 
fore-thought. It is equally made the modificaticn 
amazing how the D.G.O.F. impossible and this Mi- 
carried out the modification nistry consider that no 
without testing the operational blame can be attached to 
efficiency of the modified store. the user service or the 
The Committee cannot but re- technical officers on hav- 
mark that the working of the ing accepted the feasi- 
Wings under the DOS and D.G. bility of the modificaticn. 
O.F. needs overhaul and re- The actual fact is that due 
organisation. to the peculiar nature of 



the time combustion 
fuze, not all the modified 
lots gave consistently 
satisfactory results and as 
the age of the fuze com- 
ponents increased, the 
failures in the modified 
fuze have been more pro- 
nounced. The failure of 
the modified fuzes to give 
100% satisfactory results 
could not have been visw 
alised before the proposal 
for modification of these 
fuzes was mooted. In 
fact the first consideration 
before changing over pro- 
duction of a new design 
is to look for the possi- 
bility of modifying the 
earlier designs. Failure 
in actual practice of such 
modificaticn carmot 
merit criticism that the 
original proposal for 
modification lacked any 
foresight unless the 
failure was obvious even 
before starting which was 
not so in this case. 

With regard to the a d  
work of modification, the -~ -- . .. -.--.- ---.... - . - .-. 



Ordnance Factories only 
carried out the modifica- 
caticn as wag given to 
them and the D.G.O.F. 
cannot be blamed for any 
failures which were in- 
herent in the design or 
the modification itself. 
The position here was 
that some modified lots 
were passing the rests 
while others were failing 
and not until the failures 
came to unacceptable 
limits, could the D.G.O. 
P. or the Inspector re 
examine and accept the 
position that as the age of 
these fuzes increased the 
modification would 
be increasingly m c u l t  
and would lead to unac- 
ceptable failures and be 
uneconomic and wastefut. 

26 18(VI) Finana (Defcna) (13 In the caoe regarding over- The whole case has since See paragg ofthe 
provisioning of stores referred to been examined in all its Report. 
in para I1 of the Audit Report, aspects. As has already 
1936, the Committee would been stated, the Ofiice of 





then to subject the indent 
to cent per cent check. 
As there was adequate 
time interval of two or 
three months between 
the issue of the forecast 
by the Engineer-in- 
Chiefs Branch znd the 
findisaticn of the de- 
m ~ n d s  by the brrnch of 
the Master-Gcnwal of. 
Ordn-nce, amendments 
necessitated by a cent per 
cent check could have 
been easily given effect 
to. There was thus an 
error of judgment on the 
part of the Assistant 
Financia1 Adviser ccn- 
cerned in not taking this 
safiguard. This officer 
retired from servioe in 
March 1953 and it is not 
therefore possible to pur- 
sue the disciplinary as- 
pect of the case further. 
So far as the failufe on 
the part of the officialla 



ia the otEce of the Deputy 
Financial Adviser 
(Ordnane) is concerned, 
it was unfortunate that 
the Assistant Financial 
Adviser failed to notice 
the abnormality of the 
demand even when his 
attention had been invited 
to this aspect, and to re- 
fer the item to the Deputy 
Financial Adviser at- 
tached to the E.-in-C's 
Branch, though this was 
not necessary in the n o r  
ma1 course of the pro- 
asses. As this Assis- 
tant Financial Adviser 
retired from service in 
1951, no further action 
is possible agajnst him 
also. Instructions have, 
however, been issued that 
the Deputy Financial 
Adviser attached to the 
provisioning Branch 
should refer all abnormal 
items to the Deputy 
Financial Adviser asso- 
ciated with the user 
Branch for reexamina- 
t ion and confirmation . 



17 ax Deitace . (8') The Committee are not con- 
vinced by the explanation given 
oy the Ministry of Defence f c  r 
treating the two indents placed 
on the purch~se organisation for 
supply of cloth as operational. 
The Committee could not get 
any satisfactory answer why the 
Naval authoritie.. did not draw 
up their provkioning programme 
in advance until the store were 
completely exhausted and react 
to the changed situation prompt- 
ly after the urgency disapmed. 

( i )  Only the first indent for No commmts. 
I 8000 yards of canvas cot- 
ton white was upgraded 
as operrtionrl while in the 
case of the SCCOnCl indent 
for 57000 yard9 of C8tlV89 
cotton white, only ~oooo 
yds. was upgraded for 
operational procurement 
in order to meet re uire- 
m m . S  of ship ,esta$lish- 
ments which were out- 
standing for some time. 

Instructions have since been 
issued by Naval H.Q. 
to all concerned vide 
Naval Stores Department 
Memo. No. 2/36 that ur- 
gent loperatior a1 indents 
are to be signed by the 
Deputy Director of 
Stores on behalf of the 
Director of Stores at 
Naval Headquarters and 
by Naval S tom OBBcer in 









obtain replacements before 
stocks are completely ex- 
hausted and to allow s m -  
cient time for tender action. 

(it](iii) that the Naval Authorities 
should ensure that when de- 
mands are placed for pur- 
chases, etc. the requisite 
specifications are ready and 
are sent simultaneously along 
with the indents. 

(ii)(iii) Noted for future 
guidance. Instructions 
have been issued by 
Naval HQ to the Naval 
Stores Officer, Bombay, 
that when stores are de- 
manded on operational 
basis, any subsequent 
information relating to 
the demand should be 
provided expeditiously. 
Further, the N.S.O., 
Bombay has been in- 
structed that progress 
action on all urgent and 
operational demands 
should be taken with 
utmost speed and care 
and complete infor- 
mation, such as re- 
quisite specifications go- 
verning supply etc. 
shodd invariably bC 
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I" 18 23(VI) Defence . The Committee would express 
I 

W their disapproval of the action 
of the Naval Stores Officer in 
suggesting the name of a parti- 
cular supplier to the Purchasing 
Organisation. They would like 
to be informed of the action 
taken against the officers held 
responsible in this case, as a re- 
sult of the enquiry. 

given on all indents b e  
fore they are placed on 
the Central Purchase 
Orga nisa tion. 

The following action has See para ~ o o  of 
been taken against the the Report. 
officers held responsible 
in this case as a result of 
the enquiry :- 

( I )  Dismissal order has been 
served on a Deputy Naval 
Stores Officer, Bombay 
on 28th April, 1958. 

(2) The displeasure of the 
Chief of Naval Staff has 
been conveyed to Assis- 
tant Manager (Construc- 
tion), Industrial Mana- 
gers' Organisation, Indian 
Naval Dockyard, Bombay 
which post was held by 
a Service Officer, on 
24th May 1958. 

(3) A civilian Technical 
Assistant in the Industrial 
Managers' Organisation, 
Indian Naval Dockyard, 
Bombay has been warned 
to exercise greater care in 
future. 



(4) Proceedings against an- 
other Deputy Naval 
Storm Officer, Bombay 
have been instituted and 
a charge sheet has been 
served on the officer con- 
cerned on 10th July 1958. 

( 5 )  Departmental proceed- 
ings against a Stores Re- 
ceiver in the Industrial 
Managers' Organisation, 
Indian Naval Dockyard 
are under consideration. 

Ministry of Finance (De- 
fence) and Director of 
Audit, Defence Services, 
have seen. (See also 
Appendix XXIV). 

rgi) 25(VI) Defence . (a) The Committee trust that the A note is submitted. No emmaemto 
instructions issued regarding (See Appendix XXV). 
cancellation of orders placed on 
the D.G.O.F. in case drawings 
were not supplied within two 
months of placing the orders 
would reduce the number of 
outstanding orden. They would 



also suggest that the real causer 
for bottlenecks at various stages 
in the procedure should be in- 
vestigated and the procedure 
streamlined. In this connection 
they would invite attention to the 
recommendation of the Esti- 
mates Committee in para go of 
their 68th Report that the res- 
ponsibility of various authorities 
including the Technical De- 
velopment Directorate should 
also be pin-pointed for delays. 

(ii) The Committee feel concerned A note is submitted. (See para 40 of the 
about the financial losses that (Appendix XXVI). Report.) 
arise from cancellation of orden 
at a late stage. The matter re- U 
quires to be carefully considered 
before taking action to cancel 
the pending orders. Suspension 
of orders also indicates lack of 
proper planning and forethought 
on the part of indentors at the 
time of placing orders. The 
Committee are of the view that 
the present system of placing 
orders is inherently defective and 
needs improvement. 

(ii) The Committee trust that the 
provision of technical staff in the 
factories should improve the 

Ikply is awaited. 



efficiency of the factories. They 
are, however, unable to appre- 
ciate the need for any additional 
technical staff at the Headquar- 
ters of the D.G.O.F. for the 
same purpose. They would like 
to know the precise duties of 
such personnel at the Headquar- 
ters where technical supervision 
at higher levels is already avail- 
able. 

20 26011) Defence . While they appreciate the steps 
taken to lay down a revised pro- 
cedure for review of outstanding 
orders, they would also invite 
attention to the recommendation 
made in the para 95 of the 68th 
Report of the Estimates Com- 
mittee that progress reports 
should also specify the reasons 
for delay in execution of orders 
and the D.G.O.F. should see that 
these causes are removed as far 
as possible so that production 
could be expedited. These re- 
ports should also be scrutinised 
at half-yearly ,interyals by the 

% 
The reasons for delay in No comments. 

the execution of an order 
are given bythe factories 
in their progress reports 
to the D.G.O.F. who in 
turn examines the various 
causes of delay with a 
view to seeing to what ex- 
tent they can be removed. 

The suggestion that the 
D.G.O.F.'s progress re- 
ports on outstanding or- 
ders should be scrutinised 
at half-yearly intervals 
by the C.G.D.P. and 



u 27 Defence . 

Controller General of Defence the Defence Production 
Production and the Defence Board, has already been 
Produc~ion Board so as to enable examined in connection 
them to initiate timely action. with Para. 95 of the 68th 

Report of the Estimates 
Committee. Since the 
number of extracts on 
which progress reports 
will have to be submitted 
will run into thousands, 
it will not be practicable 
either for the C.G.D.P. 
or for the Defence Pro- 
duction Board to scruti- 
nise the entire progress 
report at any one time. 

Cases where the indentor 
is not sati~fied with pro- 
gress of particular items 
are generally brought to 
the notice of the C.G.D.P . 
and, where necessary, of 
the Defence Production 
Board as well. 

While the Committee appreciate Note submitted No comments. 
that there might be in some cases (Appendix-XXVII) 
real difficulties in obtaining the 
requiremends of raw materials 
from suppliers, they consider V 
that the delay in most cases 
--- 



Defence 

would be due to lack of proper 
chasing up of the indents. In 
their opinion, closer coordina- 
tion and timely pursuit of indents 
with the Organisation of the 
D.G.S. & D. would imprcw the 
situation considerably. They 
also desire that the present pro- 
cedure of processing of indents 
ofthc D.G.O.F., by  he D.G.S. 
& D.1 S.D., London and I .  S.M., 
Washington should be reviewed 
with a view to removing the 
inordinate delays in supplies. 

. The Committee feel that it would 
be worthwhile to tap the various 
Departmental workship factor- 
ies for supply of stores against 
petty orders for teleprinter 
spares, automobile spares, etc. 

Orders already exist to the See para 101 of 
effect that demands for the Report. 
perty quantitiesshould not 
be placed on the Ordnance 
Factories if those items 
are procurable from 
other sources of supply 
like trade or import. Only 
if an item is not available 
from other sources, de- 
mands are placed on the 
Ordnance Factories and 
wherever possible the 
demands are bulked to 



cover 3 to 5 years requi re  
ments to make it an eco- 
nomical unit for manu- 
facture by the Ordnance 
Factories. A proposal is 
also under consideration 
in this Ministry to in- 
crease the extent of manu- 
facture of cparc parts 
by the Arm); Base Work- 
shops, by the employ- 
ment of additional labour 
and without increasing 
the machineq. When 
this proposal is imple- 
mented, all items of 
spare parts required in 
petty quantities for re- 
pair of cquipmentivehi- 
cles will bc manufactured 
by the workshops them- 
sclvcs and it  would not 
bc necessary to get them 
manufactured by the 
Ordnance Factories. 

27 3o(VI) Defcncc . (I) The Conimittce wcwld like A notc is awaited. 
to know about the disposal 
of completed storm. *ht- 
surplrs componcnrs and raw 
materials in the case referred 
to in para 15  of Audit Re- 
wrt, 1936. 



3 I (VI) Defence (ii) T h e  Committee are not satis- 
fied with the decision of the 
Defence Ministry to con- 
tinue production in this case 
at the high rate even after 
the emergency was over, 
merely to avoid retrenchment 
of labour. For, in the pre- 
sent case, the Committee 
understand that a new type 
of store was under develop- 
ment which was expected 
to replace this item. In  that 
case, the entire stock of the 
store ~vhich would last for 
20 years would become obso- 
lescent. As years roll by, 
the operational efficiency of 
the store will also go down, 
lending to heah? condemna- 
tion. Further, heak-y ex- 
penditure will also be in- 
cvrred on care and main- 
tenance of stock. The  Corn- 
mittee feel that this case 
requires 2 thorough invcs- 
tigation with a view to fixing 
responsibility. 



Z1) 33(V1) Defence . ( a )  This is yet another case 
where the fundamental prin- 
ciple of first establishing 
manufacture of a new store 
by undertaking trial order 
before provisioning for 
bulk manufacture, was ig- 
nored by the D.G.O.F. re- 
sulting in infructuous ex- 
penditure on raw mterials 
and surplus components. 

The Committee have commented 
on a number of similar cases 
involving infructuous expendi- 
ture. From a statement pre- 
pared by the Comptroller and 
Auditor General, the Com- 
mittee observe that such ex- 
penditure amounted to about Rs. 
68 lakhs because the D.G.O.F. 
accepted bulk orders and went 
ahead with bulk provisioning 
before establishing manufacture 
of the stores. The Committee 
regret to note that this practice 
has been a normal feature of 
the Ordnance Factories. 

( i i )  The Committee feel that it The necessity of an educa- 
would be necessary to define 1 tional order and the size of 
precisely what should consti- it is now considered by the 



tute an " Educational Order" Ministry of Defence in 
and what should be the quantity all cases. 
suitable for economic manu- 
facture in such orders. For, 
there had been cases where bulk 
orders were treated as educa- 
tional orders by the D.G.O.F. 
and raw materials were purchas- 
ed for the bulk quantity on the 
plea that sizeable quantities of 
raw materials would facilitate 
economic purchase. This might 
be true to some extent . but 
at the same time, it is 
important not to ingorc the 
fact that the expenditure would 
become infructuous if produc- 
tion were not subsequently es- 
tablished. The Committee de- 
precate the casual manner 
in which expenditure on pur- 
chase of raw materials was 
looked upon by the D.G.O.F. 

The Committee, therefore, re- The Director of Audit, 
commend that the necessitv of Defence Services, has seen 
an educational order and its 
size should both be determined 
by the Ministry of Defence. 





satisfactory level. They were 
also informed that a system of 
ioint planning by D.G.O.F., 
Technical Development Autho- 
rities and Services had been 
evolved in order to remove the 
present bottlenecks. The Com- 
mittee would be interested to be 
informed of the working of the 
revised procedure. 

orders the number of out- 
standing extracts has been 
significantly reduced. It 
has also now become pos- 
sible to obtain the relevant 
paper particulars much 
earlier than has been the 
practice hitherto. 

In future indents on the 
D.G.O.F. would be 
placed on a 3 years basis 
and Government orders 
to this effect have been 
issued. This will im- 
prove the planning work 
in the Factories. 
Further certain ad- 
additional posts in all ca- 
tegories for the Factories 
have been created 
and actien to fill up these 
posts is in hand. Slight 
acuity is likely to be 
experienced in filling up 
these vacancies due to the 
scarcity of suitable tech- 
nical personnel and the 



attractive terms for such 
experienced staff being 
offered by the Trade in 
the Private Sector. 

A procedure is also being - 
worked out for c i i n g  
out development work 
separately from regular 
manufacture of new 
stores. With the rigid im- 
plementation of this pro- 
cedure, the instances of 
infructuous expenditure 
will be avoided to a large 
extent. 

The question of revising the 
present procedure fot 
provisioning of materials 
based on the 3-year firm 
indents is also engaging 
the attention of the Govt. 
and it is proposed to give 
freedom to plan the pro- 
duaion programme to. 
D.G.O.F. for the various 
demands by the Services 
on the basis of the opti- 
mum utilisation of ins- 
talled capacity to achieve 
econo:nical production. 



6 35 Dcfencc . , The Committee would like to know 
the composition and the main 
rxommendation\ of the De- 
partmental Committee which 
wa? reviewinp the whole pro- 
duction programme in the Or- 
dnance Factorits, and the actlon 
taken by Government thereon. 

It is presumed that the term No Comments. 
" Departmental Commit- 
tee" mentioned in the 
Report refers to the De- 
fence Production Plann- 
ing Committee. 

The Composition of the Do- 
fence Production Planning; 
Committee is as under :- 

Dy. Defence Minister- 
Chairman. 

Members 
Chief of Army Staff 
Chief of Air Staff 
Chief of Naval Staff 
Secretary, Ministry of Db 
fence. 

Additional Secretary M i n k  
ay of Defence 

Scientific Adviser to 
Minister of Defence 

Financial Adviser 
(Defence) 

Controller General of 
Defence Production. 



The Lomminee has sub- 
mitted a preliminary re- 
port which deals with 
some of the problems en- 
tailed in the production 
effort. covering the whcle 
field startine from the 
determination of the Ser- - 
vices' requirements and 
organisations concerned 
with the development to 
their production by the 
Ordnance Factories or by 
the civil trade. The 
Committee had also made 
a study of the various 
procedures and adminis- 
trative bottlenecks and 
recommended measures 
to overcome them. The 
management and organi- 
sation of the Ordnance 
Factories had also been 
specially examined with 
a view to improving the 
production effort. 

Many of the Committee's 
recommendations con- 
tained in their pre- 
liminary report have been 
accepted by the Defence 
Minister and a few 



in a modified form. 
These are now 
under irnplementarion 
in consultation with the 
Ministry of Finance, 
wherever necessary. 

The report of the Defence 
Production Planning 
Committee is SECRET. 

27 3 W I )  Defence The  Committee suggest that the This has been done. The No comments. 3 
workshop Capacity released in workshop capacity re- 
H.A.L. as a resut of the closing leased as a result of the 
down of the Bus Building Sec- discontinuance of H.A.L's 
tion should be suitably utilised Bus Body Project has 
in other expansion schemes of been utilised for the ex- 
the factory. pansion of the Company's 

Railcoach Factory. 

The Director of Audit . 
Defence Services, has 
seen. 

The Committee are surprised Reply awaited. See p a w  50-51 of 
that the H. A. L. should the Report. 
have allowed the dues of the 
order of Rs. 1,s8 labs 



(as on 31s March 1956, to 
accumulate in this manner. 
For, its main customer is 
the Ministry of Defena 
whose representative func- 
tioned as a Director on its 
Board of Management. 
Because of delay in settlement 
of claims by the Ministry 
the H.A.L. had to borrow 
from a Bank and pay 
interest thereon. 

39 38(Vl') Defence . . The Committee consider it to be 
of the utmost importance that 
the capacity of the factory should 
be filly utilised. In the interest 
of both the I.A.F. and H.A.L. 
the latter would do well to 
examine the questions of in- 
creasing their production and 
manufacture of engines and air- 
frames of the types selected by 
the I.A.F. to meet their growing 
requirements. The Committee 
would also like to know what 
progress is being made in each 
of the directions laid down in the 
memorandum of Association of 
H.A.L. 

The rcc6mmendation tias Soc para p ofthe 
been noted and neassary Report. 
steps are being taken in 
this direction. The policy 
is to give priority to the. 
production of aircraft and 
aero-engines. Steps have 
already beesl taken to 
under take the manufictutc 
of new airframes md auo- 
engines for the I.A.F. Foi 
this purpose licence agree- 
ments have beea entered 
into with two foreign firms. 
In addition to the manu- 
facture of aircraft and aero- 
engines, H.A.L. will ba 
carrying out overhaul and 
other maintenawe work. 





plan its production programme 
end phere it over a period. 

Cornminee undernand 
that amain suggestions in this 
behalfhavebeenmadeto the 
Government by the HAL and 
they would like to know the 
final decision arrived at in the 
matter. 

Whilt the Committee welcome the 
gradual change-over to the pro- 
ductron of aircrafts t ~ l l  its capacity 
is fully absorbed by manufac- 
ture of aero-engines or complete 
aircrafis, they would suggest 
that the H.A.I.. shoulcl explore 
the possibilities of securing 
some overhaul work from some 
of the friendly neighbouring 
countries till such time as it is in 
a position to utilise its full cap- 
city on the manufecturing side. 

reference to the estimated 
requirernenta of the ,W 
during these p a n .  A8 
re&rds the Directorate 
General of Civil Aviation, 
& HT.2 aircraft is the 
only aircraft being ma- 
nufactured at HAL in 
which they are intepsted. 
The production of this 
aircraft ha3 been planned 
taking into account the 
requirements of both the 
IAF and Civil Aviation. 

Reply is awaited. 
:.a 
5 ' 0 1  

~ ( w )  38 (VI) Defence They would also suggest that its This is being done. T h e  No commats. capacity for overhaul and mvi- is no overlapping of 
cing etc. should be fully utilised, similar facilities. 
suitably mordinated and pooled 





The Commimc would like to 
have comparative statement 
of the cost of the Integral Rail 
Coaches to be man&ctured by 
the H A L .  and the Integral 

' Coach Factory, Perambur (Mad- 
m). 

-31 4 0 0  'D&a . . The Committee would suggest 
that the HAL should consider 
the feasibility of implementation 
of their s y i o n  regarding 
the desirabi ity of standardismg 
the types and designs of aircrafts 
required for internal feeder 

.services. 

*@ 4x1'(VI) Defence . The Committee find'that the HAL 
haw not so far taken my con- 
crete steps to prepare a detailed 

A Transport Aircraft De- See para 53 of 
velopment Committee the Repm. 
had been set-up with the 
Deputy Defence Minister m a ~bairman, to con- 
sider the feasibility of 
standardsing the type 
of transport aitctaft whch 
would be suitable both 
For the IAF and the 
Civil Airlines. 

The COrrrmittee has made 
certain recommendations 
which are under can- 
sideration. 

The Director of Audit, 
Defence services, bas 
m. 

The rrcommenciatioas made No commena. 
by the PAC in para 41 of 
their 14th Repon 1934-55 





Commencing wrth the Ac- 
COUlltS of m L  for 1956- 
n o m r d s ,  an Annwl 
Report on the working 
of the Company is being 
@ccd bcRm both the 
Hous s of Parliament 
( thef irs t rpo-t  wa8 
placed br fore Pailiswent 

by t k  Deferlce Minister 
on 9-5-58). The fwm 
of this report compfies 
with the requirements 
bid down in Section 
639 ( I )  of the Companies 
Act 1956. 

A brirf statement in a nar- 
rative forn. giving the 
working results of the 
various brancheb of HAL 
will, however, be in- 
cludl d in the Annual 
Report to b- placed betore 
Parliament m tuture. 

D.A.D.S. has seen. 
8 

33 43 (VI) DefWm . It is apparent that the decision of Since the time the Public See para 46 of 
.a .- a - -Government to enter into an Accomts Committee the Report. 

ag.eement with the French firm made their tecornmmda- -- 

was arrived at after careful con- tions, further steps 
sideration. If so, the Corn- have been taken to utiliz:: 
mime think it is idle to suggest the production capacity 



now (&er half the period of 
contract has rolled by) the user 
Services were averse to purchase 
the eqdipment mmuf~ctured 
by BEL because of their unfa- 
miliarity etc. Such an attitude, 
if it is allowed to continue will 
hamper production and smother 
if not kill, the incentive to pro- 
duce. The Committee are, 
therefore, very much concerned 
that the capacity of the factory 
should be put to the best pos- 
sible use and to this end, the 
Government, the user Services 
and the B.E.L. should address 
themselves earnestly. 

The Committee like to add here 
that this is not the first case of 
its kind where Government 
could not utilise the installed 
capacity of a factory fully. 
Similar is the case of the Ma- 
chine Tools Prototype Factory 
at Ambemath. They trust 
that the Ministry will profit 

8 by these experiences. 

available in BEL. The qu- 
estion of suitab'lity of va- 
rious types ofequipment 
required by the Services 
that could be manufac- 
tured in BEL has been 
again examined and a 
number of items of elec- 
tronic equipment re- 
quired by the Anny and 
Air Force for manufac- 
ture in BEL have been 
selected to enable BEL to 
plan their future produc- 
tion. Accordingly at 
t&ir meeting held on 
tke 21stlzand July, 1958, 
the Boato of Diredots 
of BEL ,approved ot 
revised general procruc- 
tion programme of the 
Company upto 1961 162, 
based on a rough indi- 
cation of requirements 
given by the User De- 
Partments. Accordiag 
to this production pro- 
&rrunme--asmmine that 





m t s  of wireless equip- 
m a t s  from M/s Bharat 
Electronic Ltd, Banga- 
lore. For the qu ip-  
ment which they arc un- 
able to supply, clearance 
is invariably obtained 
from them before ob- 
taining the equipment 
from other sources". 

34 45 (VI) Defence . . ( i )  In retrospect, the conclusion is Reply is awaited 
irresistible that the production See also para 
programmes have not been well 45 of the Report. 
planned in the Project Report; 
nor have they been properly 
scrutinised by the Technical . 
Directorate in the Ministry. It 
is not known whether attention 
was paid to the suggestion of the 
Technical sub-Committee re- 
garding some changes in the 
production schedule of B.E.L. 
either at the time of finalising 
the contract or while modifying 
the production schedules subse- 
quently. Undoubtedly the 
initial set-backs encountered by 







ment Departments, for the Board 
scrutinises the indents of the 
user department for the import 
of electronic equipments which 
could be undertaken by the 
B.E.L. were they so directed.The 
Committee would like to know 
how fat the present production 
of equipments required for civi- 
lian use has enabled the com- 
pany to utilise its capacity and 
would also like to be informed 
of the effect of the setting up of 
the Radio and Cable Control 
Board on the hture udlisation of 
the capacity. 

35 46 (VI) Defence I The Committee consider that as A Commercial Department Sds para 48 of the 8: 
a factory run on business prin- has been established in Report. 
ciples, B.E.L. should have an B.E.L. since May 1957 
efficient Sales Department. This and it is now being equip 
Dtpartrnent should be manned pad and organized to 
by competent technical officers contact the user dqkrt- 
who will contact the user De- ments and obtain neces- 
pamnents with a view to as- sary information to en- 
cerraining their fbturc r e q h  sure production of equip- 
marits and thus enable B.E.L. to ment to meet the specifi- 
plan ahead the production pro- cations of these depart- 
gramme. Officers of this D o  ments. The tecommcn- 
partment may also be sent dations of the Public A o  
abroad periodically to visit the counts Committee will be 
French firm to select the i tma borne in mind in the or- 
of equipment produced by that ganisation and working of 



firm which will be acceptable 
to users here for manufacture 
at B.E.L. Similarly, they may 
also select other equipments to 
manufacture under licence in 
B.E.L. In fact the Committee 
understand that a delegation of 
experts headed by an officer a f  
the Defence Ministry toured 
the U.K. on a similar assignment 
and have selected a number of 
such items. I t  is reported that 
their report is under the con- 
sideration of Government. 
The Committee trust that speedy 
action will be taken on this 
report and the production sche- 
dule of B.E.L. d r a m  up quickly. 

47 (VI) Defence ( 1 )  The Committee were informed 
that B E.L. had already spent Rs. 
20 lakhs on the machinery and 
building in connection with es- 
tabfishing valve production, 
while the machine required for 
the complete project was esti- 
mated to be worth Rs. 25 lakhs. 
In these circumstances, the Com- 

the Commercial Depart- 
ment. ' 

The delegation which was 
deputed to Europe and 
the U.K. examined the 
suitability of various 
types of electronic equip- 
ment, and has made its 
recommendations. These 
have been considered and 
various items of equip- 
ment required by the 
Army and the Air Fmce 
have been selected for 
production in B.E.L. 

(i) In their meeting held See para47 nfthe 
on the21122 July 1958 the Report. 
B.E.L. Board of Directors 
decided to go ahead with 
the valve project. The 
company's application 
for a licence to set up 
the manufacture of valves 
has been forwarded to the 



minee considered that the 
obvious choice is the public 
sector. The Committee would, 
therefore, urge that the negotia- 
tions with the other compkny 
in this behalf should be finalised 
without any further delay and 
production of valves started by 
the B.E.L. 

(ii) One important question which 
the Committee understand is 
being considered by the Defence 
Ministry in this regard is how 
far the entering into the licensing 
agreement with other firms for 
valves would affect the obliga- 
tions of G~vernment under the 
tenns of their agreement with the 
CSF, the French firm, as this 
would affect the full utilisation 
of Bharat Electronics Ltd.'s ca- 
pacity with and without the 
assistance of the CSF. The 

Ministry of C o m m a  
and Industry. The Pre- 
sident's approval to the 
project, which is required 
under the Articles of 
Association of the Com- 
pany, has been accorded, 
subject to the grant of a 
Licence for the project 
by the Ministry of Com- 
merce & Industry. 
B.E.L.'s negotiations with 
a foreign collaborator 
for technical assistance 
have reached an advanced 
stage. 

(it3 The question of enter- 
ing into Licensing agree- 
ments with firms other 
than the C.S.F. with re- 
ference to the existing 
agreement with C.S.F., 
has been considered in 
consultation with the Mi- 
nistry of Law. That 
Ministry have advised 
that under the C.S.F. 

-agreement B.E.L. L m t  
precluded from entering 
into Licence..Agteements 



Committee would like to be in- with firms other than the 
firmed of the final decision on C.S.F. for manufacturing 
this point and of the progress itmu of equipment men- 
made in this matter of under- tioned in the Schedules of 
taking manufacture of valves in the C.S.R. agreement or 
Bharat Electronics Ltd., before some of them. 
they next take up examination 
of the accounts of the com- 
pany. 

37 48(VI) Defence (i? The Committee understand 
that Audit have already sug- 
gested that the review of under 
or over-recovered overheads 
should be quarterly, and on the 
basis of such review, the rate of 
overheads for the subsequent 
period should be suitably ad- 
justed with a view to avoiding 
the necessity of reopening all 
the closed work orders at 
theend of the year for reallo- 
cation of the under or over- 
recovmd overheads. The Com- 
mittee desire that the sugges- 
tion should be examined by 
the B,E.L. and the Committee 

Reply is awaited. 81 



informed, in due course, how 
the change suggested by Audit 
has worked. 

(ii) The Committee should be in- 
formed as to the manner in 
which the amount of loss of 
order of Rs. 20.57 lakhs in res- 
pect of 147 sets of transmitters 
and 314 sets of receivers is pro- 
posed to be finally adjusted. 

38 49 (VI) Defence At present, with the major part of 
B.E.L.'s capacity lying un- 
utilised, the overhead costs are 
disproportionately high. A sort 
of weighted overhead is being 
charged on the equipments ma- 
nufactured at present. The Com- 
mittee were given to under- 
stand that this was inevitable 
and with the tempo of production' 
rising, the element of overheads 
in costs will decrease over a per- 
iod of years. While the Com- 
mittee appreciate this, they are 
of the view that the B.E.L. sho- 
uld devise effoctivc measures to 
guard against extravagance and 
allocating too much overheads on that could be allocated to 
its products which might result their production as if the 
in "pricing itself out of the mar- Factory as planned were 

The pricing policy which See para 48 of the 
should be followed during Report. 
the formative years, when 
installed capacity is being 
partially utilised, in or- 
der to ensure that B.E.L. 
does not "price imlf out 
of the market" , has been 
examined by the Secre- 
taries Committee for He- 
avy Industries. It was 
decided by the Committee 
that B.E.L. should calcul- 
ate the cost of production 
of the equipment %iking 
into account only that 
part of the overhead costs 



-- 
ket." With this object in view in full production". The 
the BEL should scrutinize its Cost Accounts Depart- 
overhead costs periodically and ment of the Ministry of 
see that the costs are comparable, Finance examined the 
if not competitive, with imported cost of production of the 
equipments . . equipment produced by 

BEL. On the recom- 
mendation of that De- 
partment, the BEL Board 
of Directors decided that 
the selling prices during 
the years 1956-57 to 
1961-62, should be &xed 
on the basis of 575% of 
direct labour cost as ovep 
heads plus 10% of the 
total cost as profit. The 
losses that would 
occur during the initial 
years on account of the 
above pricing policy 
would be carried forward 
and adjusted against 
future profits, 

The overhead costs will be 
kept under conrtant 
review with a view to re- 
ducing the coat of pro- 
duction. 



SI(VI) befence The Committee regret to observe 
that store accounting and store 

Finance (Defence) keeping continues to be in an un- 
satisfactory condition, and even 
after completion of the Re-orga- 
nisation Scheme, no perceptible 
improvement has been noticed. 
They would, therefore, reiterate 
their oft-repeated observations 
that unless the quantity and loca- 
tion of stores are known with 
reasonable accuracy, full opera- 
tional efficiency of the Services 
cannot be attained. They desire 
that the surprise check of the 
physical stock by the C.G.D.A. 
should be introduced in respect of 
the items where large surpluses 
and deficiencies have been notic- 
ed. 

The Ministry of Finance No cornmet&. 
(Defence) have stated : 

Prior to World War 11, the 
Defence Accounts Depart- 
ment were required to carry 
out a percentage verifica- 
tion of the stock held in 
various Depots as well as 
Ordnance and Clothing 
Factories. This was sus- 
pended during the War 
(except for Ordnance and 
Clothing Factories where 
it continued upto the year 
1949-50). Thereafter this 
question was examined 
and for the two main rea- 
sons given below, it was 
decided to relieve the De- 
fence Accounts Depart- 
ment of this responsibili- 
lity :- 

(i) The Defence Acccunts 
Department lacked 
men having adequate 
technical knowledge 
required for correct 
verification of 
Defence stock whose 
complexity and variety 



had increased imrnense- 
ly during the War. 

(ii) As a matter of princi- 
ple, the responsibi- 
hty for carrying out 
physical verification 
of stock must rest with 
the stock holders them- 
selves. 

Even the surprise check in 
respect of items in which 
large surpluses and defi- 
ciencies have been noticed 
will require the assistance 
of a fairly big and techni- 
cally qualified staff of stock 
verifiers which the Defence 
Accounts Department do 
not have. On balance, 
therefore, it would seem 
advisable to maintain the 
StJlUS @O. 

2. Although under the ex- 
isting orders, the Defence 
Accounts depart me^? 



40 zs(V1) Defence 

is not entrusted with 
the responsibility of 
stock verification, that 
Department is not pre- 
cluded from carrying out 
special verification of stock 
at any time whenever such 
verification is considered 
necessary by that Depart- 
ment. Under this pro- 
vision that Department 
carried out stock verifica- 
tion in a unit once in 1954. 

The Ministry of Defence See Chapter V of 
have furnished a Note the Report. 
(See Appendix XXIX). 

(1) The Committee regret to ob- Under the standing o rdm See Chapter V of 
swve that so long after the end of stock-taking in Units is to the Report. 
the War, the store keeping was be done annually and in 
allowed to remain in such a Depots onc- in two years. 
chaotic state in the Air Forc: Instructions had besn 
Depots. In their opinion the issued from tim: to time 
situation warranted much earlier to Units/Depots to im- 
action to screen the old stock; press upon them the need 
with a view to determining their for compliance of these 
usability and disposing of obso- orders. 
lete and unwaated items. While 
the Committec appreciate that In August I 947, as an after- 
the present procedure is designed math or war huge stocks 
to ensure that stocks which might of equipment were left 



be required in future should not 
be declared surplus, if we consi- 
der that on a long term point of 
view it would be more econornt- 
cal to dispose of stores of d ~ b t -  
ful usability an6 resort to pur- 
chases, if and when the necessity 
actually arises in future. 

behina by the British and 
American Air Forces. 
.Mcr partition all RAF 
persanncl looking after the 
equipment had been w$h- 

drawn and the then exlot- 
ing small Indian Air Force 
was also divided between 
11:dia and Pakistan. The 
meagre equipment staff 
that was in position then, 
was hardly able to attend 
to the job of stock-taking 
besides thek normal 
conlmitmerrts in comec- 
tion with the maintenance 
of operational squad.ons 
and hence a special ad-hoc 
procedure was first deci- 
ded crm under which veri- 
ficatim of stocks ww 
done mainly on the basis 
of case markings as it 
was physically impossible 
to open all the cases which 
were scattered J1 over 



hdia. Dufing the stock- 
taking in 1949-51 and 
1951-53 though an at- 
tempt was maae to carry 
out stock-taking as corn 
prehcnsively as possible, 
~t was not fourd possible 
to open all the cases and 
carry out inspection, etc. 
Due to the shortage of 
personnel, the Store De- 
pots could not be manned 
adequately to meet the 
commitments. New equip- 
ment was also being im- 
ported. The job of look- 
ing sfter fresh arrivals, 
accounting, etc. had na- 
turally to be given first 
priority. The lapses in 
stock-taking which occur- 
red were in the circums- 
tances largely unavoidable. 

Instructions regarding dis- 
posal of surplus Stores 
had been issucd in April 
and May, 1947. The 

hR. A. F. had lcft large 
;stocks of equipment in a 
chaotic state and the war- 
time procedure of dispcsd 



did not suit the require- 
ments of the I. A.F. In or- 
der to cleat the unwanted 
stores revisec' instructions 
were issued in March 
1949. As these instruc- 
tions did not cover the 
disposal of surpluses held 
a the Air Force Units, 
further instructions were 
issued in August 1951 and 
November r 95 I detailing 
the procedure to be follo- 
wed in the matter of dis- 
posal of stores. A special 
procedure was evolved in 
August 1957 with a view 
to speeding up the screen- 
ing of the stocks and the 
disposal of mwanted 
items. It wil l  thus be clear 
that the problem of dis- 
posal of surplus stocks was 
 giver^ attention, from the 
very beginning. The di- 
fficulty m the declaration 
of the surpluses so far 
had already been explain- 



ed to the PAC and they 
have also made a mention 
of it in paras 53 and 94 of 
their Sixth Report. 

The suggestion of PAC that 
it would be more e m *  
m i d  to dispose of stores 
of doubtful usability and 
resort to purchases as and 
when the necessity actual- 
ly zrises in future, had 
been considered by Go- 
vernment previovsly and 
orders had been i s sua  to 
the effect that quantities 
of items to the extent to 
which they could be used 
in a reasonable pcriod- 
separate periods have 
been laid down for diff- 
erent items-mlv would 
be retained and the ba- 

segregated as in- 
active stocks and then 
disposed of. 

. .. 
$1) The Committee would like to (91) To conserve foreign ex- 
know in due course the value change wh&h has became 
of stores declared 'inactive' and very scarce and to ensure 
progress made in their disposal. that the fullest possible 

ux of the surplus stores is 



made by the Defence Ser- 
vices before purchasing 
new ones, it was decided 
at the Defence Production 
Conference held recently 
that all the Surplus Stocka 
should be inspected by 
Boards of Technical Staff 
before disposal. The Air 
Force has already decided 
on the qwmtities of item 
to be retained for its use. 
The other Services are 
now examining the prac- 
ticability of utilising the 
surpluses against their 
requirements. When that 
examination is over sur- 
pluses will be declared. 
The value of inactive 
Stocks declared surplus 
will then be assessed, arid 
the total amount will be 
reported to the Public 
Accounts Committee as 
soon as the task has rbeea 
completec$ 



41 56011) Defence 

42 57(VI) Defence 

Finance (Defence) 

The Committee desire that the 
outstanding rent recoveries in 
respect of the Dcfmce Services 
Buildings should be reduced 
considerably. The Committee 
would like to know the progress 
ma& i~ the matter of adjust- 
ments or recoveries made. 

The Committee are amazed at the 
explanation of the CGDA for 
restricting the rent recovery from 
the allottee to 10 per cent of her 
pay. How could the Command 
Controller overlook the fact that 
the allotment in this case was 
made on the personal undertaking 
of the lady clerk to pay the assess- 
ed rent? The Committee are dis- 
tressed to note that Finance also 
should have chosen to act in this 
manner. The  Committee desire 
that with a view to avoid such 
irregularities in future necessary 
instructions should be issued to 
ensure that no higher accomrno- 
dation is allotted to Government 
servants than is warranted by 
their status but that if in any 
case such higher accommodation 
is actually allotted to them at 

Reply is awaited. 

The  Ministry of Defence See para 105 of 
have stated : the Report. 

In the case of Service offi- 
cers, it is already provided 
in the rules that where 
accommodation of class 
higher than that appro- 
priate to the rank, is allot- 
ted of their: own choice, 
the officers will be charged 
the full assessed rent. 

2. In regard to civilians paid 
from Defence Services 
Estimates, as recornmen- 
ded by the P.A.C. instruc- 
tions have since been 
issued to Command to 
ensure that (a) no accom- 
modation of higher type is 
allotted to Government 



their own request, full assessed 
rent should be recovered. The 
Committee understand that in 
the case of civil departments such 
a position is already laid down by 
rule. and they do not see any 
reasons why the same principles 
should not be followed in cases 
of this type. 

employees, than is war- 
ranted by their status and 
(b) in case only higher 
accommodation is avail- 
able and a special request 
is made for it, it may be 
allotted to them if they 
agree to pay full assessed 
rent thereof. 

The Ministry of Finance 
(Defence) have stated :- 

Reference is invited to re- 
marks offered by the Mi- 
nistry of Defence against 
this item in the statement 
forwarded to the Lok 
Sabha Secretariat under 
that Ministry's Office 
Memorandum No. I 1(3)/ 
58/D(Budget) dated 25-9- 
1958. 

2. It may further be stated 
that pursuant to the dis- 
cussion on para 23 of 
Audit Report, Defence 
Services, 1956 in the 
P.A.C. meeting the case 



was under examination 
in detail by the Adrninis- 
trative authorities. As it 
was expected that it would 
take some time to arrive 
at a decision, the C.G.D.A. 
was requested to ins- 
truct the CDA (Controller 
of Defence Accounts) that, 
unless a decision to the 
contrary was communica- 
ted, recovery of full asses- 
sed rent of the flat viz., 
the rent payable to the 
landlord should be effect- 
ed with effect from Octo- 
ber 1957, vide copy of the 
CGDA's letter No. 120631 
AT-G-17, dated 2 4 9 5 7  
attached. The CDA has 
accordingly taken action 
to bill rental charges from 
the lady clerk. 

3. Subsequent to the above, 
it has been decided to 
charge the full assessed 
rent from the lady clerk 
for the entire period of 
her occupation of the flat. 
The C.G.D.A. is taking 
necessary action to effect 
recovery accordingly. 

3 .  
1. 



43 60 & 62 (VI) Defence The Committee understand from 
Audit that although under the 
standing orders it was the duty 
of the Accounts Officer to 
furnish half yearly basic costs of 
manufacture of all stores of the 
type in question, the Accounts 
officer attached to the Ordnance 
Factory failed to comply with the 
instructions and that the case was 
under investigation. It is ob- 
vious that in this case the loss 
was not due to any defect in the 
procedure but due to failure to 
follow the correct procedure. 
The Committee would like to 
be informed of the disciplinary 
action taken against the delin- 
quents. 

The Committee feel that the 
system of placing orders for vari- 
ous items whether issued to users 
direct or through Officers' Shops 
is defective inasmuch as the 
estimated cost of manufacture is 
not made known or ascertained 
by the indentor. They 
desire that the Ministry of 

A note is submitted. (Appen- 
dix XXX). 

No comments. 



y 63 (VI) Defence 

Defence in consultation with 
the Ministry of Finance 
(Defence) should revise the pro- 
cedure forthwith. 

. The Committee would like to The revised procedure No comments. 
watch the .results of the im- for the fixation of Priced 
plementation of the revised Vocabulary / Payment 
procedure regarding publication Issue rates in respect of 
of payment issue rate. all categories of stores 

(including clothing and 
mess traps, but exclud- 
ing Spare Parts Distri- 
buting Centre and Gun 
Mounting stores) in use 
by the Indian Navy since 
1956 is at present work- 
ing satisfactorily except 
in the case of stores 
manufactured in the 
Ordnance Factories and 
the Naval Dockyard, 
Bombay. 

2. In regard to the 
fixation and revision of 
Priced VocabularylPay- 
ment Issue rates in res- 
pect of stores manufao 
tured in the Ordnance 
Factories for the Indian 
Navy, the Controller of 



Defence Accounts (Fac- 
tories), Calcutta, has 
issued instructions to all 
Branch Accounts Officers 
in the Ordnance and 
Clothing Factories that 
the estimated costs of 
new items and of such 
items, the manufacture 
of which is undertaken 
by the Ordnance Fac- 
tories after an interval of 
three years or more, 
should be intimated to 
the Ministry of Finance 
(Dehce/Navy) sufIicient- 
ly in advance of actual 
supply of the first batch 
of production to enable 
that Ministry to fix the 
Priced Vocabulary/Pap 
ment Issue rates cor- 
rectly. 

3. In respect of stores 
manufsctured in the 
Naval Dockyard, Bom- 
by, similar instructions, 



as referred to in para 2 
above, have been issued 
by the Controller Gene- 
ral, Defence Accounts, 
New Delhi, to the Con- 
troller of Defence Ac- 
counts (Navy), Bombay. 

4. Further instructions 
have been issued by Naval 
Headquarters to all 
concerned to ensure that 
stores are not issued for 
the purpose of payment 
issue until the correct 
and the latest Payment 
Issue rates are ascertained 
from the Ministry of 
Finance (Defence/Navy) . 

5. It is expected that these 
instructions in regard 
to the fixation and re- 
vision of priced Voca- 
bulary/Payment Issue 
rates for the issue of 
stores in respect of stores 
manufactured by the 
Ordnance Factories and 
the Stores manufactured 
by the Naval Dockyard, 
Bombay, would result 



in the working of system 
in a staisfactory manner 
as in the case of other 
stores. 

The Committee had commented Noted. 
in their Nineteenth Report also 
on delays in the publication of 
correct issue rates.They would, 
therefore, urge that such cases 
should be investigated thorou- 
ghly and serious notice taken 
of such lapses. 

4 64 Defence' 
0'1) 

The Committee are not happy 
about the inordinate delay in 
repairing the tractors in this 
case which resulted not only 
in extra expenditure on manual 
labour, but also loss ofefficiency. 
They would like to be informed 
in due course of the progress 
made in repair work. They 
would also like a statement for 
each Depot to be furnished to 
the Committee duly vetted by 
Audit showing the number 
of vacancies existent during the 

Reply is awaited. 



period of irtegularity in the 
authorised establishment of 
fitters and fitter-mates and 
the number of surplus drivers 
utilised in lieu and how far the 
employment of drivers in lieu 
of fitters and fitter-mates is 
feasible and justified from the 
point of view of efficiency and 
economy. 

Defence (i) The Committee think that 
the whole transaction was ill- 
planned and ill-conceived. 
They endorse the view of 
Audit that the infructuous 
expenditure could have been 
avoided if the operation had 
been well-timed. I t  is sur- 
prising that the most favourable 
part of the year for this opera- 
tion should have been unknown 
to the Defence authorities who 
have been dumping ammuni- 
tion for quite a number of 
years. The Committee also 
take a serious view of the 
manner in which the Embarka- 
tion Commandant failed to 
take the ordinaky precaution 
of verifying the antecedents 
and proven ability of the con- 
tractor to undertake the work in 

Reply ia awaited 



consultation with the D.G., 
Shipping, before the contract 
was given. In  their opinion, 

e the case calls for disciplinary 
action against the officers 
responsible for negligence of 
their duty. The Committee 
would also like to know in due 
course the final outcome of the 
arbitration proceedings in 
this case. 

Defence . (ii) The Committee trust that 
necessary administrative in- 
structions with regard to 
dumping operations when 
issued would prevent recur- 
rence of nugatory expenditure 
in future. 

Defence . The Committee would like to 
have a further report regarding 
the recoveries made, from the 
State Governments in respect 
of the surveys of the two 
ports, which work out to be 
Rs. g lakhs. 

The question of the re- A further report 
covery of the survey may be sub- - 
charges in respect of mitted to the 
KORI CREEK and Committee. 
TUTICORIN is still 
being pursued with the 
Governments of Bombay 
and Madras through 



48 F I )  
Defence 

49 GI) Defence 

The Committee recommend that 
in each case the final action 
taken on their recommendations 
should be expedited. 

The Committee desire that in 
order to enable them to have 
a proper appreciation of the 
position with regard to advance 
payment made to the UK Go- 
vernment for purchase of 
stores for short and long term 
deliveries they should be fur- 
nished with the statement show- 
ing the details of outstanding 
advances as on 30th June 1957, 
the orders to which they relate, 
the date on which the orders 
were placed and the progress 
of supply against these orders. 

The Committee would suggest 
that the Government of India - 

the Ministry of Trans- 
port and Communica- 
tions. 

Further progress will be 
communicated to the 
Public Accounts Com- 
mittee in due course. 

No comments. 

The Ministry of Defence See para 106 of 
furnished a statement the Report. 
showing the position of 
the outstanding advances 
held by the U.K. Minis- 
try of Supply and War 
Office against Army 
indents as on 3rst July, 
1957 and against the 
Air and Naval indents as 
on 30th June, 1957. 
(Not printed). 



should also consider the ques- 
tion of demanding advance 
payments whenever bulk orders 
for stores are placed on them 
by other countries. 

50 Defence . The Committee wonder how the 
[GI) Defence authorities (indentor) 

W.H. & S. could acquiesce in the view 
that the asbestos cement sheets 
required by the Defence 
authorities would have been 
accepted even with the changed 
specifications. The Committee 
are of the view that the D.G., 
I.S.D., London had failed in 
his duty in not getting the prior 
consent of the indentor before 
placing orders for stores of the 
changed specifications. They 
desire that in future prior con- 
currence of the indentor should 
invariably be taken by the 
Supply Wing in cases where 
the original specifications are 
changed for any reason. 

The Ministry of W.H.&.S. No Comments. 
have stated : "The need 
for obtaining prior con- 
currence of the indentors 
in cases where the origi- 
nal specifications are 
changed for any reason 
has again been reiterated 
to the Purchasing Or- 
ganisations vide this 
Ministry's O.M. No. 
PII-211(33)/1I dated 
26130-6-58 (Appendix 
XXXI). 

Defence . . The Committee .are given to A Note is attached. See para 83 of thq 
understand that it is proposed (See Appendix XN): %pt, b 



to allow the Canteen Stores 
Department (India) to function 
as at present and to finance it 
from a Fund outside the Con- 
solidated Fund of India but 
within the Public Accounts. 
The  Committee are of the view 
that the position will still be 
extremely anomalous and would 
therefore recommend that 
the question of placing the 
Organisation on a statutory basis 
as a corporate body under an 
Act of Parliament should be 
further cconsidered. 

52 76(VI) Defence . . As observed by the 1st Committee 
the method of procurement of 
stores followed in this case was 
unbusinesslike. The  Committee 
consider the practice followed 
by the Air Adviser in suggesting 
the name of possible suppliers 
as highly irregular and desire 
that this practice should be 
stopped. 

76(VI) W.H. & S .  . . The Committee have been assured 
by the Ministry of Works, Hous- 
ing and Supply that the review 
of the procedure regarding pay- 
ments on 'understanding' was - - - - --- P. 

*Note received but not considered by the Committee for want of time. 

As desired by the Corn- No  comments. 
rnittee, the Air Adviser, 
London, has been ins- 
tructed by Air Head- 
quarters not to suggest 
to the D.G.I.S.D., the 
names of possible suppl- 
iers in respect of any 
indent placed by him. 

A note for the P.A.C. was *The note is 
prepared recently and awaited. 
referred to Audit for 
concurrence. They have 
made certain observations 



in progress to see whether its 
continuance was in the interest 
of the Government. The Corn- 
mittee would await the results 
of the review. 

53 77(VI) Defence . . (i) The Committee are not con- 
vinced that reasons given by the 
Ministry of Defence for exce- 
ssive rates for daily wages paid 
to labour in Southern Command 
justified variation between the 
rates of wages paid by the 
Defence authorities and the local 
P.W.D. etc. to the tune of 25%. 

(ii) The Committee trust that with 
the issue of instructions by the 
Ministry of Defence in Decem- 
ber, 1956, there would not be 
such variations in future bet- 

and the matter has been 
referred to the I.S.D., 
London for comments on 
3-10-58. On receipt of 
their reply the Note 
will be finalised in con- 
sultation with Audit and 
thereafter submitted to 
the P.A.C. 

Full particulars about the 
variation in rates in the 
Southern Command in 
the past together with 
the reasons therefor were 
furnished to the Public 
Accounts Committee. 
Instructions were also 

issued in December, I 956 
to all concerned to en- 
sure that there are no 
such variations of rates. 

In  pursuance of the re- 
commendations of the 
Public Accounts Corn- 
mittee the Headquarters' 
are being asked to carry 

No Comments. 



Ween the rates of wages paid by 
the various Defence Authorities 
and the local P.W.D. rates at 
any place. They desire that sim- 
ilar reviews of wages paid by 
the Defence authorities vis-a-vk 
rates fixed by the local Govern- 
ment, Railway etc. should be 
carried out in other Commands 
also. 

out a review of the daily 
rates of wages paid by 
the various Defence 
authorities +a vis those 
being paid to correspon- 
ding employees of State 
P.W.D. Local Govern& 
ment, Railways etc. in all 
the three Commands. 

54 78(VI) Defence . . The Committee feel that had action A note is attached (Appen-' No Comments. 
been taken earlier to salvage the dix XXXII) 
war-time installed tanks for 

I 

reserve storage for mechanical 
transport fuel, the number of 
serviceable tanks would have 
been more. They would like to 
have further information on the 
following points :- 

(a) Has the survey of the tanks 
located at all the+airfields and 
stations been completed? If 
so, what was the total number 
of tanks available and number 
of those in serviceable c o p  
dition ? Figures in respect 
of above-ground and under- 
ground tanks to be given 
separately. 



(b) Whether all the surplus tanks 
on non-requisitioned land 
were unserviceable. If not, 
the reasons leading to the de- 
cision to dispose them of in 
situ. 

55 79 (VI) Defence . . (i) The Committee regret to obse- 
rye that the punishment meted 
out to officers responsible for not 
communicating to the War office 
the precise specifications of the 
store required by the Defence 
Ministry in the case referred to 
in paras 29 to 30 of the 19th 
Report of the P.A.C., is inade- 
quate and not commensurate 
with the gravity of the lapse in- 
volved. They would like to 
know whether a proper enquiry 
was held in the matter for fixing 
responisibility in this case. 

The decision to impose the No Comments. 
punishment already 
awarded to the Officers 
concerned was taken by 
Government after fully 0 
taking into considera- 
tioh all the facts of the 
case. No formal enquiry 
was held as the responsi- 
bility for this lapse clearly 
rested with the Military 
Adviser and the Officer- 
in-charge of the dealing 
Section. As the transac- 
tion was on Government 
to Government basis they 
apparently relied more 
on verbal understandings 
instead of getting the 
condition in question 
committed to actuaj 



(ii) The Committee feel that this 
is a case where the question of 
refund of at least the amount 
representing the cost of entire 
stock found unserviceable should 
be taken up with the supplier. 

writing. As the officers 
acted in good faith and 
had no bad motive, Gov- 
ernment does not feel 
the necessity for revising 
the punishment already 
awarded. 

I t  may be recalled that the 
refund of &~o,643-1*0 
obtained from the U.K. 
Government included 
inter aha the cost of 516 
Bombs found unservice- 
able at that time as a 
result of IOO% inspec- 
tion. The  claim had al- 
ready been treated as 
settled in full by Go- 
vernment as far back as 
December, I 953. In view 
of this, it will be appre- 
ciated that the question 
of opening the matter with? 
the U.K. Government 
for the refund of cost of 
Bombs found unservice- 
able subsequently 
would hardly arise at this ' 

stage. 
 DAD^ has seen. 



'$6 "80(VI) Defence . , (i) The Committee do not accept A note is submitted. (See See paras 108 
the explanation given by the Appendix XXXIII) and 109 of the 
Ministry of Defence for the Report. 
purchase of 4x2 vehicles to meet 
the deficiency of 4x4 vehicles, 
as admittedly qxz vehicles 
could not take the place of 4x4 
vehicles. They were told in 
evidence that the firm in ques- 
tion were given these orders for 
4x2 vehicles to enable them to 
take up manufacture of 4x4 
vehicles in due course. The 
Committee would like to be in- 
formed whether the manufacture 
of 4x4 vehicles has since been 
established by the two firms. 

(ii) The Committee also desire to 
be informed how the deficiency 
of 8124 of 4x4 types in 1951-52 
was reduced to 3,071 in 1952-53 
when no fresh purchases of the 
4x4 type were made. 

(iii) With regard to the procedure 
for discard and condemnation of 
vehicles for disposal, the commi- 
ttee would like to be informed 



whether any system exists in the 
Army for calculating the rate 
of depreciation of the vehicles 
with a view to fixing their book 
value at the time of disposal and 
also the period after which a 
vehicle is normally declared for 
disposal. 

(iv) The Committee also desire to 
know whether there are any 
instructions as to which parti- 
cular parts are to be retrieved 
from different types of vehicles 
before their disposal, having 
regard to their not losing re- 
sale value and whether proper 
account of the retrieved parts 
is kept by the appropriate autho- 
rities. 

57 81(V1) Defence . . The Committee would like to know A note is submitted. (See No Comments. 
the average number of vehicles Appendix XXXIV) 
that are required to be repaired 
per year; the period expected to 
be taken to overhaul the backlog 
of 3 I ,000 vehicles and those 
sentenced as repairable subse- 
quently. They should also be in- 
formed of the improvement 
effected in the overhauling ca- 
pacity of wokshops and of other 
measures if any taken to step up 
progress of repairs of vehicles. 

n - - - - - .  



58 82 & 83(VI) Defence . . (i) In the case relating to the in- 2 notes are submitted (See No Comments. 
fructuous expenditure due to Appendix XXXV and 
cancellation of a demand referred XXXVI) 
to in paras 47-53'of the 19th 
Report of the I.A.C. the Com- 
mittee are surprised that the 
D.G.O.F. should have proceeded 
with the order on the basis of 
a casual 'enquiry' from a foreign 
country for 5 0 , m  numbers of 
the store. 

(ii) As regards the system of pro- 
visioning of stores, the Ministry 
of Defence hold the view that 
the present system of provision 
reviews is generally comprehen- 
sive and is not in need of a 
wholesale revision. 

The Committee regret to observe 
that the large number of cases 
of defective provisioning brought 
to light in successive years do 
not support the Ministry's con- 
tention. The Committee would, 
therefore, reiterate that the 
matter requires a more 



detailed examination with a 
view to improving the method 
of provisioning. Over-provision 
leads to heavy accumulation of 
stock for long periods affecting 
the operational efficiency of 
stores and heavy expenditure on 
their care and maintenance. They 
would like to invite attention to 
para 15 of this Report also. 

The  Committee observe that the The  Supervisors/Clerks con- No Comments. 
disciplinary action taken in the cerned were directly res- 
case re : acquisition of un- ponsible for the failure 
wanted stores referred to in para in the performance of 
55 of their 19th Report has been their legitimate duties 
confined to the lower staff only. which occasioned the loss 
They feel that the responsibility in question and they have 
of higher officers should also be been awarded suitable 
fixed. punishments . No direct 

responsibility among the 
higher cadre can be deter- 
mined in this case. Steps 
have been taken to en- 
sure that mistakes of 
similar nature do not 
occur in future. 

. (i) The  Committee would like to Reply awaited. 
suggest that the Ordnance fac- 
tories should also open show 
rooms in important cities in 
the country with a view to 

59 84(VI) Defence 



giving wider publicity to their 
civilian products. The Com- 
mittee are, however, of the opin- 
ion that the expenditure in- 
curred on the Sales Organisation 
should not be incommensurate 
with the sale proceeds from civil 
trade. They would like to know 
the progress made in the appoint- 
ment of the sales expert and 
increase effected to securing or- 
ders from the civil trade. 

w m  Defence . ( i i )  The Committee are of the 
opinion fiat with a view to 
utilising the idle capacity of the 
Ordnance Factories, a review of 
the requirements of the private 
trade and Government Depart- 
ments for items of civil use 
should be undertaken. The 

r Committee would like to know 
the steps taken to secure orders 
from private trade and Govern- 
ment Departments and the value 
of orders executed for the GO- 
vernment Departments and 
priyate mde for civilian items 



W 
b) 

during the last three years, 
EJ year-wise. - 
i? 5. 61 87(Vl) Defence . . In the Committee's opinion the 

linking of invoices with packing 

F accounts relating to stores bur- 
chase in the United Kingdom 

9 ,for the current years should 
have been done simultaneously. 
They feel that delay in the com- 
pletion of this work is fraught 
with dangers and, therefore, 
they would like to be informed 
of the procedure followed in 
linking of invoices in the case of 
stores purchased from other 
countries and quantum of arrears, 
if any. 

62 88(VI) Defence . . In the opinion of the Committee 
the punishment meted out to 
the officers responsible in the two 
cases ( i )  Disposal of blankets 
and (ii) Delay in publication of 
Payment Issue Rate referred to 
in paras 84-46 and 87 - 4 9  
respectively of their 19th Report, 
was grossly inadequate. 

63 - Sg(V1) Ddence . . ( i )  The Committee regret that com- 
plete facts were not brought to 
the notice of the Committee of 

A note is attached. No Comments. 
(Appendix XXXVII) 

The quantum of punishment Further Report 
is under review and fur- may be submit- 
ther progress will be ted to the Com- 
communicated in due mittee. 
course. 

The Ministry of Defence No Comments. 
have stated : 



1955-56, regarding the case re- 
ferred to in para 9-100 of their 
19th Report-Ex-gratia pay- 
ment to a private firm. They 
desire that in future all relevant 
and complete facts should in- 
variably be placed before them 
either during the course of 
evidence or through notes/ 
memoranda submitted to them 
subsequently. 

89(vI) Defence (ii) The Committee regret that 
although a period of 6 months 

W. H.& S. has elapsed, the Ministry of De- 
fence have not furnished to them 
the information desired by them 
regarding the claim of refund of 
sales tax in respect of the jeeps 
moved out of Bombay after their 
purchase. The Committee are, 
therefore, obliged to &fer their 
further comments on the merits 
of the case. 

The observations of the 
Committee have been no- 
ted and necessary in- 
structions have been is- 
sued to all concerned. 

8 
The Ministry of Defence See para 109 of 

states : the Report. 

The information regard- 
ing the number of vehi- 
cles moved out of Bom- 
bay within a period of 3 
months and after three 
months but within 6 
months from the date of 
their urchase etc. was 
fumisEed by this Minis- 
try to the W. H. & S. 
Ministry as early as 1st 
November, 1957. That 
Ministry has beesl asked 



6.4 go(V1) Defence . The Committee had expressed a 
desire that due priority should 
be given to provide accommo- 
dation for stores which were 
lying in the open for many 
years. They would like to 
watch the progress made in the 
matter. 

to forward the required 
information to the PAC, 
if not already done. 

The Ministry of W. H. & S. 
have furnished a note 
(Appendix XXXVIII). 

Rsply still awaited. 
See also par- 
56 & 68 of the 
Report. 



APPENDIX I1 
(c. f. para 5 of the Report) 

MINISTRY OF FINANCE (DEFENCE) 
Statement showing details of expenditure ere. in respect of major construction works called fm in para 7 of the 6th Report 

(Second Lok Sabha) ojrhe Public Accounts Committee-Vol. I .  ( S .  No. ro of the Statemmr of Olrtstanding 
recommendations) 

Particulars of the work Date of Amount Date of Cash ex- Average cash Cash cx- 
sanction of Ad- cornmen- penditure expenditure penditure Remarks 
to expen- ministra- cement of in the upto Feb- during 
diturel tive ap- work first 11 ruary, '56. March, '56 
adrninis- proval months 
trative 
approval - 

Rs. Ro. Ro. RE. 
(in lakhs) 

I Provision of permanent 29-8-53 40 Carry OW 9 , 7 8 3  $,a53 ' I ,62,956 Due to late finalization 
accommodation for 'A' work. of final bills. 
and 'B' vehicles in a ve- 
hicle depot. 







13 Provision of Technical 12-7-51 I9 
accommodation at an 
airforce station. 

14 Construction of five ma- 12-1+gr 35 
p i n e s  at an ammunition 
factory. 

15 Provision of permanent '-6-10-31 3 5 
accommodation for Ar- 
med Forces Medical Col- 
lege, Pahse I. 

16 Provision of permanent 28-3-55 
accommodation for Ar- 

24 

med Forces Medical 
College, Phase 11. 

Do. 

Do. 

Do. 

Due to on accouht pay- 
ments having been 

made in March, '56 
and late receipt of bills, 
including supply bills. 

(Expenditure during the 
year started from June, 
'55). Due to  payment 
of on account payment 
(Rs. 5,5w) in March, 
'56. 

Due to finalisation of 
the bill on major work 
in the last month due 
to completion of the 
the work towards end 
of the year and pay- 
ment of certain runn- 
ing account payments 
on susbidiary con- 
tracts. 

(Expenditure started 
from December, '55). 
Due to larger on ac- 
count payments to 
the contractors on ac- 
count of accelerated 
progress of work. 



17 Provision of accommoda- 
tion for College of Mili- 
tary Engineering, Phase 
111. 

18 Provision of administra- 
tive block at an academy. 

I 9 Provision of accornmoda- 
tion for a workshop and 
a l a b t o r y  at a rnili- 
tary station. 

20 kovision of an assembly 
ha& museum and lib- 
rary at an academy. 

21 Provision of stadium, offi- 
cers mess and club, sin- 

(Rs. in' 
lakhs) Rs . Rs . Rs. 

18-7-55 29 8 . 5 5  69,293 9,899 386 (Expenditure startad 
from August, 1955). 

29-1-51 27 catrq' 2,87,5a3 26,138 766 (No rush in Match). 
over work. 

8 

18-7-55 14 7 . 3 5  1342,457 17,807 57,831 (bmdim 
from July, 1955). 
Due to progresslvelg. 
heavier payments from 
November, 5 0s- 
d, depend@ upon 
the rate of progress of 
work (total expen- 
diture from July, I55 
to October, '55 k n g  
Rs. 7021- only). 



gle Officers quarters, 
guest-house for 8 guests 
andswimming pool at 
an academy. 

22 Provision of accommoda- I 1-10-50 74 Do. 32,688 3,269 
tion 'for x p Cadets. 

23 Construction of Cadets' 8-1-56 r5 Do. 61,842 5,622 
mess and kitchen with (Revised) 
additional services at an 
academy. 

24 Provision of permanent I 8-9-51 64 Do. 4,55,372 4b397 
married accommodation 
for officers at a military 
station. 

'55 and October, '55 was 
Rs. 8371- only. 'Expen- 
diture during March 
'56 was therefore not 
heavier.) 

66,163 (Expenditure during the 
year started from May, 
'55). Due to payment 
of a final running ac- 
count payment in 
March, '56 as the final 
bill for the work which 
was completed earlier 
could not be paid due 
to dispute with the 
contractor. t~ 

1,10,041 Due to payment of a 
final running account 
pa-pmt as the final 
b for the work which 
was completed eartier 
could not be paid due 
to dispute with the 
contractor. 

1,1z,497 Due to payment of 4 
final bill amounting to 
Rs. 97,650 in March, - 
1956. 



(Rs. in 
lakhs) 

25 Provision of married ac- 3- 10-51 
cornmodation for 600 50 

Non-Commissioned Offi- 
cers and Other Ranks at 
an academy. 

26 Construction of 314 fol- 5-9-51 
lowers quarters and 486 

25 

servants quarters at a 
military station. 

27 Construction of roads at 2-12-52 43 
an academy. 

28 Electrification scheme at 24-12-5 j 2 8 
an academy. 

29 Provision of water supply 9-4-52 21 
for an academy. 

30 Provision of drainage and 16-1 0-5 I 2 I 
sewage at an academy. 

Rs. 

carry 34455 
over work. 

Do. 

Do. 

Do. 

Do. 

Do. 

Rs. 

3,112 

16,117 

26,592 

25,940 

86,560 

23.821 

Due to payment of final 
bill for a work a m -  
pleted much earlier 
but not paid because of 
certain court anach- 
ments etc. 

(Expenditure during the 
year started from S e p  + 

tember, 1955). 8 
Due to lesser expendi- 
ture during the first 
half of the year as pro- 
gress of work was less 
because of monsoon. 

Due to payment of final 
bills amounting to Rs. 
84,794 in March, 1956. 

Due to palmem of final 
bills amounting to Rs. 
53,735 in M m h ,  1956. 

(No rush in March.) 





APPENDIX 111 
(Cf para 6 of the Report) 

MINISTRY OF FINANCE (DEFENCE) (BUDGET) 
Appropriation Accounts 1955-56 page pPara XI Controller 

General of Defence Accountr Certificate 1955.56 
"QQrcuwwtmrces explaining why it took the Pincncial Adviser, Ministry 

of Finance (Defence), mom than a year to review the Appropriation Accounts 
in queszion submitted by the CGDA" ' 

In order to remove any possible misapprehension, it is necesssry, at 
the outset, to make clear the fact that the date of signature of the Review ia 
the date on which the printed copies of the Apropriation Accounts are received 
from the Press wid signed. This, therefore, represents the date on which 
the Accounts have, to all intents and purposes, been finalized except for the 
signature of the Comptroller and Auditor General. The CGDA's Audit 
Certificate together with the Annexure thereto consititutes but a small 
part of the entire Appropriation Accounts. Accordingly, even if the Certificate 
u finalized, a certain amount of time-lag is inevftable before the other parts 
of the Acoounts can be finalized. In fact, the regulations themselves visualise 
r certain amount of time-lag. Thus, the CGDA's Certificate is required to b e  
fhrnished by the 30th September whereas the printed copies of the Appro- 
priation Accounts are required to be sent to Comptroller and Auditor Ge- 
neral by the 15th January following. In practice, however, it is not possible 
to adhere to these dates, as the Accounts themselves have been closed much 
later than the preocribed date, via, 15th July, (since changed to ~ p h  August). 
It is also pertinent to point out in this connection that the preparation of the 
Review is linked up with some other material appearing m the Appropria- 
tion Accounts and cannot be undertaken unless such material is received. 
Similarly, action to finalize other parts of the Appmpriation Accounts has 
to proceed independently of the CGDA'B Audit Certificate. It will, therefore, 
be appreciated that the date of signature of the CGDA's Audit Censcate 
does not offer any rignificant basis of comparison with the dates of signature 
of the Review by the FA. mu the Defene Secretary. It may also be mentioned 
that the date of the CGDA's Audit Certificate merely represents the date on 
which the draft is signed by him. The finalization of this certificate naturally 
takes time as this is scrutinized by the F.A. and by statutory Audit and the 
observatima raised by them have to be settled as far as possible before the 
Certificate can be finalised. It has been our experience in the past that the 
finahtion of the Certificate takes anything between six to nine months. 
All possible efforts are being made to reduce this period to the minimum. 
But as the settlement of the observations very often involves collection of 
data from subordinate formations, the .possibility of some delay has to be 
reckoned with. 

2. Thus, although the Audit Certificate appearing in the Appropriation 
Accounts 1955-56 was signed by the CGDA on 3-12-56 and the F.A's Review 
was aigned by the Financial Adviser and the Defence Secretary on 1-8-58, 
it will, it is hoped, be agreed, in the light of the position explained in the pre- 
a d b g  para that the two dates are not really comparable. 

3. D.A.D.S. has seen. Sd/- 
Finclncid Adviter 

13-3-59 
102 



APPBNDIX IV 

(ct para 8 of the Report) 

MINISTRY OF DEFENCE 
(BUDGET) 

Appropriation Accounts, Defence Services, 195657 

A note stating the particulars of the training in financial and acccwnriwf 
matters imparted to the Militmy Oficers who ate  rerponsrerponsrble for the maintenance 
of accounts, handkg of cash etc. at the initial stages o j  thkr sstvicc career d 
later-in the fonn of Refresher Chrsrss. 

The nature of accounts required to be maintained in Military Units 
and formations is not complicated. The cash accounts pr t ray rec5pt and 
expenditure transactions. The store accounts also represent receipts ana 
issues of stores and generally no valued accounts are kept. The details of 
training given to military officers in financial anq acz~unting matt-srs are 
detailed below. 

ARMY 

Army Officers are given training in fir,ancial and accounting mmers 
in three stages via. 

(i) During the pre-commission training at the Militarv College 
(ii) During the post-commission training at the Infantry School 

and 
(iii) During Service. 

,ti) Training at Military C o l l e ~  
'Military Accounts' is a subject in the training syllabus at the Military 

College. The Cadets are taught, among other things, functioning and up- 
keep of regimental accounts, audit ba rds  and prevention of frauds. Thus the 
Cadets become conversant with the accomting system before they arc com- 
missioned as offi zrs. They gain further experience in the units under th  e 
guidance of Senior Oflicers. 

(ii) Trainiw at Infanry School 
After commissioning, rlU officers except medical and RVF officers have 

to attend a Course at the Infantry School. The syllabus includps subjects 
ouch as Accounts, Pay accou..ting system, Audit etc. 

{iii) Training during Service 
Officers of the arms like, AOC, ASC ace given specialised trainiug in 

accounting etc. in their respective Schools. The syllabus inter alio induclcr 
Unit Accounting, stock taking, stores accounting etc. 

10s 



OfBcers are adequately tested at the Retention and Promotion Examha- 
dons in subjectr like Accounting, Proviaiadng and ctock taking procedure, 
Stores Accounting etc. 

Cadets fat the Executive Branches undergo a ehort training in the main- 
tenance of pay, cash and etore accounts. They are also required to take an 
examination in these subjects. Commanding Officers also have to attend a 
similar muroe. 

AIR FORCE 
In the Air Force, there is a special Accountant Branch which is rea- 

gmoible for handling of cash and carrying out necessary checks on the main- 
tenance of accounts. Candidates for this Branch must possess a B.Com., 
degree with advanced Accounting or B. Corn. with AICWAIACWA or Char- 
tered or Inco orated Accountants. Thus, they poseem a background of 7' Accounting be ore joining the Service. In addition, they are given compre- 
hensive training in Governmental system of Accounts and Awit, Air Forot 
Accounting Organisation, Public and non-public Fund Accounts, E q u i p m ~ t ,  
Accounting etc. 

For promotion to the substantive rank of Fligth Licut. and Sq. Ldr. 
Accountant Of6cers have to pass promotion examinations where the syllabus 
for Accounting is exhaustive a ~ d  covers in d~tail  all aspects of Air Force 
Accounting, including practical working hawledge. 

In addition a Refresher Course for Accountant Offioere of thc rank 
of Sq. Ldr. and Flight Lieut. has been sanctioned and the first course is 
likely to commence in April, 1959. 

Air Force Officers of other Branches are given lectures on Accounting 
as part of their Course on Organisation and Administration during thz pre- 
commission training. 

For promotion to the substantive rank of Flight Licut. and Sq. Ldr. 
Ofiiars have to pass a promotion examination, the syllabus for which in- 
cludes various aspects of Accounts. 

The D.A.D.S. has seen. 

A&diirwnal S ~ C Y C U * ~ ,  
4th April, 1959. 



APPENDIX V 

(cf para 12 of the Report) 

MINISTRY OF FINANCE (DEFENCE) 

Appropriation Accounts, Defence Services, 1955-56 Section V- 
Review of Military Engineer Services Expenditure (Para y) 

" I t  has beer, stated in  this pard '. . . . . . . . . . Controllets continue to repow 
cases in which rechnical sanctions were nor accorded ptim to iss.ua of tendm 
documents. . . . . . . . . . '. The details of these cases may be furnishes'. 

Details of cases in which technical sanctions were no? accorded prior 
t o  the issue of tendrr documents during th- year 19j-j-56 are furnished h. 
the enclosed sta?ement (Ann-xure). 

The D.A.D.S. has seen. 

,? lriirtonal Financial Adviser,. 
I3-I-I9s9. 



bt~rtih of a a  reparted by the cowrollers of Defaiue accounts in which technical mnctim wtre not aceo~ded #rim mu istu 
render Documents 

-. . - 
Date of Date of 

Sl. Garrison Contract No. issue of issue of 
No. tender Technical 

Documents Sanctions 

I *Garrison Engineer, Chakeri . GE/Chk/3 of 55-56 19-5-55 20-5-55 
2 Commander Works Engineer, Air Force Works, CWE/AFW/Agr/EM/2 of 56-57 21-4-55 IF-2-56 

A m .  ii 
3 Garrison Engineer, Red Fort, Delhi . GEP-31 of 54-55 

4 *Garrison Engineer, Allahabad . . GE/ALL/7 of 55-56 
5 *Garrison Engineer, Agra . . GE/AGR/ao of 55-56 
6 *Garrison Engineer, Jhansi . G E / J H A / I ~  of 55-56 
7 Garrison Engineer, National Defence Academy CE NDAP-16 of 55-56 

Project, Khadakvasla. 
8 Garrison Engineer, Naval Works, Bombay . GE(NW)N-23 of 55-56 
g Garrison Engineer, Naval Works, Rombay . CE/SC/7 of 55-56 

10 *Garrison Engineer, Bombay . GE(B)5 of 55-56 
I I *Garrison Engineer, Poona . GE(P) 15 of 55-56 

-- -, - 
No:e :-The delay in the cam of items marked was very slight. 



APPENDIX VI 

(cf para 20 of the Report) 

'Para 9(c) of Audit Report, Defence Services, 1957-aver 
provisioning of Gauze Wire Brass-Supplementary informa- 

tion required by the Public Accounts Committee 

( a )  When was the overprovisioning detected? W h y  was the Board of 
Enquiry appointed so late as August 1956. 

The  fact that n surplus quantity of wire gauze had been provided by the 
:factory was noticed by the Director General of Ordnance Factories in 1954 
and the circumstances under which the excess provisioning had been made 
were investigated by him. It  was stated by the factory that the provision 
of the store was mack to cover the known liabilities as well as anticipated 
requirements ( n the  basis of past ccmsumption. In  view of this, the D.G.O.F. 
did not con4dc1- it  necessary to con~titute any Board of Enquiry at that 
stage. However on receipt of an Audit objection in February 1956, he con- 

.stituted the Board of Enquiry in August 1956 to investigate into the case. 
(b )  A t  what prier tizc stores in quesrion were purchased originally and sold 

later on. W l ~ a t  was the marliet price ruling a t  the time of its sale ? 
From whom were rlrcse purchased and to whom were rhcy sold by 
the D.G.S .  & D. 

The Surplus quantity of 10,400 sq. ft. of the store in question 
was originally purchased at Rs. 40,135 approximately and sold later on at a 
total price of Rs. 12,7641-. 

The  market price of the store ruling at the time of its sale, as ascertained 
from the office of the Director of Supplies and Disposals, Calcutta, was 
Rs. I / IO\ -  per square feet. Based on that, the total price of the store was 
Ks. 16,goo/- 

The  store was purchased from M8s.  J.  Das & Co.. Calcutta. It  was sold 
to MIS. Industrial Accessories Co., Calcutta, in an auction sale held at Gun 

.and Shell Factory Cossipore, under arrangement made by the Director of 
:Supplies and Disposals, Calcutta. 

Director of Audit, Defence Services has seen. 
,4ddirional Secretmy, 

20- 12-58. 



APPENDIX VII 

(See para 21 of and Report) 

MINISTRY OF WORKS, HOUSING AND SUPPLY. 
Note regarding para. g(c) of Audit Report, Defence Services, 

I957 

( i )  What was the m a r k ~ t  pricc (,f ~his material cuhm it was purchasfd by t h ~  
Ordnance F a c l o ~ i ~ s  zn 1950-5 1 ? 

The material in question was not purchased through D.G.S.& D. in 
1950-51. Since no purchases were made, the Rate Cards maintairicd by 
D.G.S.& D. also do not indicate the rate of Wire Gauze in that year. 

(ii) What was the condition of rhe macmial in question when ir was dis- 
posed of ? 

The condition of the store was indicated in the surplus report as 'Good, 
(;is> What was the market p ice  of the material in the following 2-3 ycars 

subsequent to its purchase in 1950-51. 
Two statements indicating purchases effected by Regicnal Offices 

of D.G.S. & D. during 1953-1955 mzy be secn at bnnexurts I znci I1 
Wire Gauze Brass of loo Mesh was not purchased in 1950-5 I or subscquently 
and the nearest size purchased in 1954 was 60 Mesh at Rs. I/IO/- per sq. ft. 
and in 1955 at Rs. I /619 pcr sq. ft. 

In April, 1955 Director of Supplies snd Disposals, Calcutta, befors-ar- 
ranging disposal of the material in questic n, dtputed his Junior Field Officer t o  
make enquiries from the market. The market value asccrtcincd IS s h c ~ n  be- 
,ow :- 

MI'S Standard Metal Co. Rs. I /lo;- per sq. ft. 
M/SKarfa & Co. Rs. 21-/-per sq. ft. (English) 
MIS Karfa & Co. Rs. I/IO/- per sq. ft. (German) 
MIS Naik & Co. Rs. 2141- per sq. fr. (Foreign) 

(iv) Whether the material in quesrion was also subsepccntly purchased by 
the D.G.O. F .  and orher Defence Au~horitics or Government De- 
partments? If so, ar whar pricc asd frt m whit11 jitm ? 

The information in respect of purchases made by D. G. 0. F. and 
other Defence Authorities or Government Departments under 'the direct 
purchase power' is not available in this Ministry. 

NBW DELHI 
Tho 23rd Feb, 1959. Sscrerary to the Govt. of Zndi o 



DlRECTOR OF SIJPILIES AND DISPOSALS, CALCUTTA 

Statemmt showing the purchse of diferenr sixes of Brats wire gauge during 1954-55 

Sl. Name or Indentor A/T No. & Date Stores Qty. Rate per Total Name of firm 
No. unit Value 

I C.O.S., N. E Rly. Cal/M-13116362- Brass wire gauze 3' 
Gorakhpur . El87 dt. 4-6-54 wide x 60 mesh. 

Brass wire gauze 3' 
wide x 32 mesh. 

t C.O.S., E Rly., Cal- Cal/M-IR/r65og- Brass wiregauze hard 
cuna. E/I 10 dt. drawn 3' wide x 10 

8-7-54. mesh x22 SWG. 

Sq. ft. Rs, 
per sq. ft. 

~ R . s .  4,002 Mls. Set Friend & 

IgJO I Co., Calcutta, 

2163 I 6 g Rs. 3,220 MIS. International 
Wirepetting Stores, 
Calcutta. - 



-- -- --A 

Sa. ft. Rs. 
per sq. ft  . 

3 C.O,S., N. E. Rly., Cal/PM-IBI Brass wire gauze 18oo I 6 g Rs. 2,634 M / s .  J. Das & Co., 
Gorakhpur . 16233-F/rzg >"x6ox6o mesh per CaIcutta. 

dt. 14-6-55. sq. in. x 37 SWG. 

4 C.O.S., N. E. Rly., C ~ ~ I P M - I B I  Gauze Wire brass 3" 2700 I 2 6 Rs. 3,122 MIS. International 
Gorakhpur . 16234-F/I~I wide x 32 mesh per Wire Netting Stores, 

dt. 14-6-55. lineal inch x 32 Calcutta. 
SWG. 

5 Do. . CallPhI-IB/ Ilighlv polished br7ss 3150 o 14 o Rs. 2,756 Mls. Jeetmull Jai- 
16231-F/147 wire gauze 3 x 2 chandlal, Calcutta. 
dt. 27-6-55. mesh per sq. ~ n .  s 

x 32 SWG in rolls 
-- - - -- - - -- - -- --  

of 50 ft. 



ANNEXURE Il 
D. S. & D. BOMBAY 

Statement sham'ng the details of oflers received during 1953 against one tender enquiry issued by the Direcior of Supplies and 
Disposals Bombay, for gauze wire Brass 3'wide x 16 mtsh x24IWG 

STATEMENT - - 
S. Name of the firm Rate Remarks 

No. per sq. ft. 
- - -- 

I Mls. Mehta Hardware Mart, Bombay , Rs. I 15 6 Offer locally made. Sales tax extra. 
CI 

2 M/s. Hindustan Wire Netting Co, Ltd., Bombay . Rs. I 15 o Offer to requirements. Sales tax extra. CI 
C 

3 MIS. Evetgteen Wire Cloth Fy., Rombay . Rs. I 14 o Firm's own make, as per firm's sample No. T.S 
28540. 

4 MIS. K. N. Jaliwala, Bombay . . Rs. 2 4 o Offer Brass Woven Wire gauze, heavy, standard 
quality 16 mesh, 3ft. wide, 24 gauge. 

5 MIS. Fakruddin & Co., Bombay . Rs. I 10 6 Best Indian make as per firm's sample No. T.S. 
28535-Sample of firm approved by D. I., 
Bombay. Sales taxextra. 

6 M/s. Yalya & Co., Bombay . . Rs. o 7 o Offer 16 meshx24 gauze x 3 ft. wide, Indian 
or imported. Sales tax extra. This firq 
did not supply sample though asked to do 
so. Late offer. 



APPENDIX VIII 

(cf para 35 of the Report) 

MINISTRY OF DEFENCE 

Para 17 of the Audit Report, 1957-Avoidable expenditure due 
to non-cancellation of an interfactory demand. 

What action has been taken against the oficials responsible for the lapse 
in the indenting factory and in the office of the Director General of 
Ordnance Factories ? 

A Board of Enquiry has already been set up on 31st July 1958 to investi- 
gate the lapses on the part of the Planning and Progressing staff at the Or- 
dnance Factory, Kanpur. The disciplinary aspect of the case and remedial 
measures will be considered when the findings of the Board are received. 

2. As regard the responsibility of the D.G.O.FYs Headquarters Office in 
the matter, it is.mentioned that progressing of Inter-factory Demands 
(1.F.Ds.) is not done by the D.G.O.Fs. office and the responsibility rests 
entirely with the factories. However, it is expected the position will change 
with the introduction of Centralised Planning and Provisioning System when 
the provisioning of components and materials will be mechanically con- 
trolled by D.G.O.F's Headquarters.'. 

3. The Director of Audit, Defence Services hau seen. 
Additional Secretary, 



APPENDIX IX 

(cf para 36 of the Report) 

MINISTRY O F  FINANCE (DEFENCE) 

P a r a  17 of Audit Report, Defence Services, 1957- Avoidable ex- 
penditure due to nm-cancellation of a n  Inter-Factory De- 

mand. 
Q U E S T I O N :  "What is the prcscnt proccdurc followed in the matter of forward- 

ing copies of cancellation ordcrs to  the Finance Adviscr atfached to the Director 
Gcneral of Ordnance Facrorirs of rlre Controllt--r of Factory Accounts ? Is any 
check exercised by these officers with a view to sec that such lapses on the part of 
the Director General of Ordnance Factnricr, organisation could be 
~ h x k e d  in  time?" 

ANSWER: According to the present procedure, copies of Army lndents 
placed on Director General of Ordnance Factories are received by Dcputy 
Financial Adviser (Factories) (the asc;ociated Finance of the Director General 
of Ordnance Factories) through the assncilted Finance of the Indentor. 
Director General of Ordnance Factories' Extracts (i.e., orders placed by the 
Director General of Ordnance Factories on the Factories for undertaking pro- 
duction) are received by the Deputy,Financial Adviser (Factories) and compar- 
ed with the relevant indent, after which the Extract is scheduled to the local 
Accounts Officer attached to the Ordnance Factory concerned. Similarly, 
when arncndments to Indents are received from the Indentor through the asso- 
ciate Finance by the D:puty Financial Adviser (Factories) these are con- 
nected with the parent indents and compared with the amended extracts 
received from Director General of Ordnance Factories. The amended 
extracts are then sche(1uled to Accounts Offixr for nsessary action by 
Deputy Financial Adviser (Factories). 

2. This procedure provirles that- 0 

(i) the Indents on the Director General of Ordnance Factories (or 
subsequent revisions thereof) are scheduled to Deputy Financial 
Adviser (Factories); 

(ii) 'Extracts' issued by Director General of Ordnance Factories on the 
Factories are covered by Indents on him. 

(iii) revisions of Indents are reflected in corresponding revision ins- 
tructions of Director General of Ordnance Factories. 

3. As regards Inter-Factory Demands, according to the procedure that 
prevailed during the period to which the Audit Para relates, the Superin- 
tendent of the indenting factory used to send two copies of Inter-Factory 
Dcmand, duly concurred in by his Accounts Officer, to the Superintendent 
of the mmufxturing factory. The letter wds to trdnsmit one copy of the 
Inter-Factory Dcmand to his Accounts Officer to enable him to check 
that the quantity manufactured was in accordance with the demand. 



However, cases were reported where copies of such Inter-Factory Demands; 
and also information regarding cancellation/amendment/suspension, etc. 
thereto were not made available promptly to the Accounts Officer of the 
manufacturing factory who was dependent on the Superintendent in this. 
regard. Consequently, Accounts Officers could not exercise necessary check 
in regard to excess manufacture in such cases. 

4. In order to remedy the defects disclosed in the working of the system. 
as stated above, a new procedure was evolved in 1956 in consultation with the 
Director General of Ordnance Factories. Under this procedure, the 
Accounts Officer of the indenting factory is required to transmit a copy of the 
Inter-Factory Demand and any cancellationjamendment thereto, direct to 
his counter-part in the manufacturing facto~y, as soon as the Inter-Factory 
Demand is post-audited by the former, with a view to enable the latter to 
exercise the requisite check. In adtliticn t o  this, the Accounts Officcrs of 
the feeder factories are required to maintain a register of Inter-Factory 
Demands to keep a watch over the quantity manufactured against the 
Inter-Factory Demand. 

Director of Audit, Defcnce Services, has seen. 

Financial Adviser. 
I-7-12-1958; 



APPENDLX X 
(cf pa ra 54 of the Report) 

Para 19 (Pages 15-16) of audit report, 1957-Stock verification in 
army units and formations (other than factories) 

A note stating the check exercised by the Ordnance Depots, Units, etc. on the 
receipt and issue of various categories of stores and the steps thyat are being taken 
by the Indenting Services to prevent losses in transit, pilferages etc. Is any 
surprise stock verijication carried out ? If so, through which agency and a t  
what intervals? 

(I) Stores are received in Ordnance Depots from several sources, namely 
trade, factories, overscas and units. Stores are issued from Ordnance De- 
pots to Army vnits, other Services, State Governments, private bodies and 
individulas. The checks exercised by  Ordnance depots on receipt and issue 
of various categories of storcs are as under: 

(a) Receipts Nature of check . 
Source of receipt 

From Trade and Ordnance Fac- The packages received are counted 
tories I 00%. 5% of the packages are opened 

and checked for their contents. If 
this check reveals discrepancy to the 
extent of I %, then a cent per cent 
check of the consignment is carried 
out. 

From Overseas Cent percent check is carried out, 
except in case of tropically proofed 
packages in which case a 5 % is 
carried out after 12 months of their 
receipt from UK1U.S. If this check 
reveals any discrepancylinfesta- 
tion,Ueterioration then IOO % check 
is carried out. 

Unis/Inter depot. transfers. . loo % check is wried out. 

(b) Issues 

In the case of issues effected from Ordnance Depots, they are subjected 
to the following types of checks: 

(i) Stores are inspected before issue under arrangements made by the 
store holders who personally check a percentage of all issues 
agsinst the demands and vouchers. The Group Officer also check 
a percentage of stores prepared for issue. 

(ii) The packing notes, which are prepared to indicate the contents of 
packages and placed inside the package before they are closed 
are signed by the packer and a .witness, for correctness of contents. 



(iii) Ap~rc:ntspeoFclosed packagcs is also subjected to a check 
by the Group Ofker  who compares the contents :with the 
plcking notes and vouchers, checks the weights and markings 
shown outside the packages. 

(2)  Surprise check and addi rional mrasutes: Orderly Officer in the Ord- 
nance Depots carries out a surprise check of the stores held ready packed await- 
ing despatch at the Traffic B r ~ l c h .  In addition, orders exist to effect surprise 
qest checks by a Board of Officers under local commander's arrangements 
on consignments awaiting despatch as well as those received at consignee ends. 
Escorts are provided for the conveyance of Secret equipments (when sent in 
open or unsealed wapns), Vehicles, Artillery equipments, Engineering Plant 
and Machinery, Arms, Ammunition and Explosives. Apart from the 
normal check at annual stock verification, attractive, important and fast mov- 
ing items are subjected to surprisc checks as frequently as practicable. If 
any discrepancy is detected as a result of such a chcck between ground stock 
and account card bslance, a further special check is carricd out along with 
other similar items. 

Stocks of small arms includin; Quarter Master stores are also checked by 
Command,xnt/Chief Ordnmcz O E c  eri Officer Commanding once a month. 
In additio.2, thc Directo; 0;rinanc e Services touring team whilst inspecting 
the depot (once a year) carry out a surprise check of 5 to 10 items undergoing 
stock verification at that time. 

(3) From the above it will be seen that adequte measures have been 
enforced to ensure against losses in transit, pilferages and also that the physical 
stocks agree with the account card balances through regular periodical stock 
verification and surprise checks. 

2.  What steps are bzing taken to train the various categories of st@ in the 
three services, in the method of store-keeping, stock verification etc. 
I .  Ordnance Services. 

(I) Ordnance Depots, employ both combatants and civilian clerical 
and store keeping personnel for the purpose of accounting, provisioning, 
storage, receipt and issue of stores. These personnel consist of- 

(a) Combatants 
S toremen Technical 
Clerks Store 

(b) Civilianr 
Clerks 
Storemen 
Storekeepers 

(2) The recruitment of combatant clerks and storemen is carried out 
through various recruiting centres. Minimum qualificatian for these 
trades is Matric. Apart from the basic military training, these personnel 
undergo a training for 32 weeks at Army Ordnance Corps School in accord- 
ance with their trades, i.e. Clerks Store and Storemen Technical. 

(3) Civilian Clerks/Storemen /Storekeepers now employed in Ordinance 
installations are tho82 who have considerable experience in their res ective 
duties. The fresh intake h respect of these categorier is negfigiblc. 



(4) However, it is a normal practie to impart depanmmtal training to 
.civilian storemen/clerical staff and their combatant oounter-parts on various 
duties connected with store accounting, stock verification and so on. Re- 
fresher courses are also run for them at the Army Ordnance Corps School, 
Jubbulpore. 
11. Electrical and Mechanical Engineers. 

(I) In EME, Storemen Technical are responsible for handling technical 
stores. During their trade training as recruits these personnel are given 
intensive training at the Electrical and Mechanical Engineers Centre as well 
as Army Ordnance Corps School on all aspects of stores preservation1 
maintenance and stock verification/accounting. These personnel qualify as 
tradesmen only on successful completion of this training. During their sub- 
sequent service, they have to appear and pass trade tests for promotion to 
higher classes in their trade and this ensures that they keep their knowledge 
up-to-date. 

(2) Officers/Junior Commissioned Officm during their basic courses 
are taught these procedures and they apply thc knowledge in supervising the 
work of the stores personnel during day to day administrative work. 
111. Army Service Corps. 

(a) All Officers/Junior Commissioned Offiozrs are trained in duties 
pertaining to storc-keeping, stock verification and so on while 
undergoing courses at the Army Service Corps School Bareilly. 

(b) Clerks (Store) are rcmustercd from clerks General Duty and they 
are trained in these duties while undergoing training in Army 
Service Corps Centre (South) before they are posted to supply 
units. 

(c) Refresher courses/cadrcs are subsequently held on unitlformation 
bas is. 

(2) In  so far as Movement Control forrnationsjunits are concerned, 
there is no regular training in the method of stole keeping and stock verifica- 
tion. The stocks and stores held on charge of these fonnationslunits are, 
however, maintained properly under the guidance of Officer-in-Charge 
and the local audit authorities. 

(3) The executive staff (viz. Assistant Supervisors) who are detailed for 
the Intermediate Course of the Remounts, Veterinary and Farms Corps 
(Farms) are given training in Stores Accounts, responsibility, procurement, 
acceptance, safe custody and issue of stores as well as in the method of pre- 
paration of indents, pricing and accounting of stores. This covers stock 
verification also. 

(4) With regard to h y  Postal Service, the Commandant Army Postal 
Service Centre has been directed to teach the correct method of store keeping 
and to emphasise the importance of annual stock verificaion on all Army 
Postal Service recruits. 
IV. A d  forces medical stores depots. 

Following steps are being taken to train the various categories of staff 
.serving in these Depots in the method of store-kceping, stock verification etc:- - .  

(i) Storemen and Storekeepers Grade 11 on their appointment are 
kept on probation for a period of six months. During this 



period, they are trained in stores preservation, correct main- 
tenance of ledgers, accounting, receipt, custody and issue o f  
medical stores. 

(ii) Lectures are arranged by the Officer Commanding of of the Depots 
on stock verification and storekeeping for the benefit of the 
Storemen and Storekeepen. 

(iii) The Storemen and Storekeepers before their promotion to the 
higher grades are trade-tested in accordance with the prescribed 
syllabus. 

(iv) Stores Officer (Civilian), Storekeepers (Grades I & 11) and 
Storemen are also detailed for the elementary training course 
and senior training course of three weeks and ten weeks duration 
respectively, in stores preservation. 

V. Military Engineering services including engineers scores depors,'engineer 
parks. 
With the experience gained over the years the Military Engineering 

Services staff are now generally conversant with storcs accounting procedure. 
Refresher courses are also conducted at the College of Military Engineering 
to impart further training to the staff in accounting, preservation, etc. Fur- 
ther, only personnel with long experience in stores duties are promoted to 
higher appointments . ' 
VI. Navy. 

( I )  Naval Scores : 
(a) Officers (Civilians) 

Officers' special training courses are arranged for the Officers on re- 
cruitment for a period of about 6 months and training is im- 
parted in all subjects including Store-keeping and Stock 
verification etc. 

(b) S t d  (CiviIians). 
As regards the Store-house Staff, they receive training in the Store- 

keeping and Stock verification by actually working in the Store- 
houses and carrying out these dutics. Special lectures are 
also arranged for the Store-house Staff on the various subjects 
including Store-keeping and Stock verification. They are 
required to pass a Departmental test in these subjects before 
promotion to the next higher grade. 

' (c) SerOice Personnel, 
With regard to service personnel, all officers of the Supply Branch 

and ratings of the Stores Branch undergo courses in Naval 
Store-bee ing which includes stock verification varying from 
periods o f 12 week to 6 months at I.N.S.*** the Supply, 
Secretariat Training Establishment of the Indian Navy. 

(2) N d  Armament Swres : 
(a) Q 7 i a r s  (Civilianr> 
In the Naval Armament Supply Organismion, all o f f i ~  on recruitment 

undergo i n t a i v e  training course for a period of 9-12 months 



in all the different subjects including Store-keeping and Stock 
verification. The training includes instruction in all the Naval 
Armament Depots, major Ordnance factories and other Naval 
establishments. 

(b) Staff (Civilians) 
As regards Store-house StafT, they receive training in the Store- 

keeping and Stock-verification by actually working in the Store 
houses and carrying out these duties. Special lectures are also 
arranged for the Store-house Staff on the various subjects 
inching Store-keeping and Stock verification. They are 
requircd to pass a Departmental test in these subjects before 
promotion to thc next higher grade. 

In order to impatt proper training to the Staff, an Armament Training 
'Cell has been cstablishcd at Naval Armament Depot,* * * Among othcr 
Cours~%, training in BasiclAd\aned Stores Courses have also been included 
in the series of Course\ to be conductcd at the Training Cell. 

VII. Air Fmcc. 

(I) Officcrs of the Equipment Branch of the Air Force are primarily 
responsible for demanding. storage, issuc and accounting ir;cluding stock- 
verification of all Air h r c e  Stores. Com~rehensive training is i m ~ a ~ t e d  on all 
aspects of storage, accounting and stock verification etc. to all ~ersonnel  deal- 
ing with stores in great details and to others in broad outlines. 

(2) The  training given to officcrs, airmen and civilians dealing with 
equipment is given below in brief: 

(a) Officcrs. 

Civilian candidates \vith a degree or higher qualifications are taken 
into the Service after exhaustive tests and are given 52 weeks 
course to fit them up as Equipment Officers. Under professio- 
nal training which is imparted to them all aspects of storage, ac- 
counting and stock verification of equipment etc. is taught in great 
details. Further. Ofticers are also given advance course in pre- 
servation of stores and specialist courses in explosives and fuel. 

(h) .4imm. 

Civilians with a minimum qualification of matriculation are selected 
for a jo weeks' course on successful completion of which they be- 
come Equipment Assistants in the Air Force. Professional train- 
ing imparted to Equipment Assistant covers all aspects of storage, 
accounting of equipment, stock verification etc. Selected Equip- 
ment Assistants are given specialised advanced training in pre- 
servation of explosives and Petrol, Oil, Lubricants. 

(c)  Civilian Srme-keepers. 

Only graduates are selected and given intensive training in all methods 
of storage and stores accounting connected with the Air Force. 



,a) Progressive training. 
In addition both officers and airmen have to pass certain examinations 

as prerequisite to further promotions. These examinations a n  
designed for improving their professional knowledge. 

(c) Other personnel. 
Basic principles of elementary store-keeping and accounting is also 

taught in broad details to officers of all branches during their 
training period. It may, however, be mentioned that only officers 
of Equipment Branch and Equipment Assistants deal with 
storage, accounting and preservation of equipment in the Indian 
Air Force. 

D.A.D.S. has seen. 

.4iidirional Secretary, 
12-3- I959 



APPENDIX XI 

Appropriation Accounts ( ~ e f e n c e  Services)-1955-56 Statement of 
Losses of Cash Overpayments etc. 

SI. No. 31 at page 55 of =Defence Appropriation Accounts 1955-56 

( i )  Time taken to raise the alarm and the time taken by the fire engine to 
come and start functioning. 

Time taken in raising general fire alarm by sounding hooter-about 25 
minutes. However, before the general fire alarm was raised, fire Stations 
were alerted by telephone within 10 minutes of apprehension of fire. 

The Fire engine started functioning within about 5 minutes of being 
alerted on telephone. 

( i i )  How far is the &ire Brigade located from the depot ? 
No. I Sub Fire Station nearest to the scene of fire is located approxi- 

mately at 300 vards. 

(iii) What  are the existing orders with regard to giving alarm in case of 
. fires ? What  particular order was nor carried out in this case? 

The existing orders for raising an alarm in the event of fire in the depot 
arc as under :- 

(a) Shouting 'Fire', immediately on detection of a fire. 
(b) Sounding of: 

(ij Fire gongs-in the close vicinity of location of fire. 
(ii) Electric/Hand Sirens-for raising general fire alum. 

In  this case the part of the Fire Orders relating to (a) & (b) above was not 
complied with, in that the first action taken was to get in touch with the Fire 
S tetions by telephone, instead. Hooter was sounded at 00.30 Hours, while- 
the fire occurred at about 00.05 hrs. 



APPENDIX XI1 

MINISTRY OF DEFENCE 
NQS) 

'Losses due to theft, fraud or neglect exceeding Rs. 5,000, in each 
case 51 S. No. 7 m o p r i a t i o n  Accounts (Defence Services), 

1955-56 
Regularization of the irregularities in the store Accounts. 

fa) Whether the Court dismissed the (a) The Court dismissed the case for 
case because it was delayed for want of requisite sanction of the 
want of the requisite sanction Government under section 6 of 
of the Government ? Prevention of Corruption Act 1947. 

@) On what date was the complaint (t,) The case was reported by the unit 
filed ? to the Police on 23th March. 1951. 

The accused who was absconding 
was apprehended on loth/ I I th 
November, I 95 I and was produced 
before SDM Dalhousie on 24th 
December 1951. The case which 
on the passing of the Criminal LPW 
Amendment Act, 1952 was trans- 
ferred to the court of the sessions 
J u d ~ e ,  was adjourned from time 
to t ~ m e  by the Court between 24th 
December, 195 I and 1st May 1953, 
when this case came up for heark-g, 
this time in the Court of Spec~al 
Judge Gurdaspur on transfer from 
the court of the sessions Judgeon 
18th April, 1953. 

(c) On what date did the public pro- (c) Superintendent of Police Gur- 
secutor apply for sanction daspur under his letter dated 7th 

June, 1953 sent a prescribed pro- 
forma to PATHANKOT Rase for 
signature of competent authority 
to accord sanction to try the ac- 
cused under Prevention of Cor- 
ruption Act, 1947. 

(d) what were the grounds advanced (d) 'The case was adjourned from 
by the public prosecutor for ad- time to time between 24th Decem- 
journment petitions from time ber 1951 to 1st May 1953 as would 
to time ? appear fiom the enclosed extract 

of paragraph I (Annexure 1) of the 
Judgement of the Additional 
Sessions Judge dated 13th June 
1953, The  public prosecutor asked 
for four adjournments bct- 
ween 1st M a y  1953 and 13th June 
1953, the reasons for adiournmcnts 
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being absence of sanction of the 
Government for prosecution of the 
accused. 

4 .e) When did the Court strike off the (e) The case was struck :off on 13th 
case? What are the reasons for the June 1953. On 7th June 1953 
failure of Government to accord Superintendent .of Police of G u r h -  
sanction even by that time 3 pur sent a proforma to PATHAN- 

KOT Base for signature of the 
competent authority to accord sanc- 
tion for trying the accused. The 
sanction was accorded on 2nd Sep- 
tember 1953 i.e. within 3 month3. 
This delay was unavoidable as the 
unit in which the accused was 
working at the time of committing 
the offence had been disbanded 
and its records transferred to the 
Records office LUCKNOW. Be- 
sides it required a detailed exami- 
nation and sorting out of unit do- 
cuments. 

The  Director of Audit, Defence Services, has seen. 

Joint Secretary, 
10th March, 1959. 



&act of paragraph I of the judgernmt of the Additional Sessirmt J e e  
dated 13th June, 1953. 

The accd. * * * * was sent up by the Police under Sec. 409 IPS om 
24-12-51, in the court of SDM, DALHOUSIE. The trial proceeded in 
that court, when the Criminal Law Amendment Act, 1952 was passed, 
and the case was transferred to the Court of the Sessions Judge. The. 
accd. appeared in Police custody before the Sessions Judge on 910-1952 and 
was remanded for 20-10-52. On that day, the Sessions Judge, was on tour 
and the caee was postponed to 4-11-52. On that date, ako the case was not 
taken up, and was adjourned to 1911-52. On that date, the Sessions Judge 
ordered prosecution evidence to be summoned and produced on 2-1-53. Evi- 
dence was not recorded and the case was postponed to 18-2-53. It was again 
postponed to 63-53 and then to 18-4-53 and theredter to 1-5-53 for 
evidence. 



APPENDIX XIII 

MINISTRY OF DEFENCE 

Appropriation Accounts (Defence Services) 1955-+-Para 19 of the 
Commercial appendix thereto-Note containing further informa- 

a tion regarding Canteen Stores Department (India) desired by 
Public Accounts Committee. 

Number of Cinemas run by the Canteen Srmes Department (India) and 
their financial working during the year 1955-56, 1956-57, and 1957-58-Rea- 
sons for losses, if any. 

Ntmther of cinemas run by Canteen Stores Department (Indio) :- 
1955-56 . I 

1956-57 . 3 
1957-58 . I0 

2. Financial working 

1955-56. 
JULLUNDUR CAN'IT. 

The working of the cinema showed a loss of Rs. 3,775'00 in six months 
after providing Rs. 1,973.00 for depreciation. The main reasons for the 
loss were : 

(a) This cinema, before it was taken over by CSD(I), was showing 
second rate old pictures which produced about Rs. 5,000~00 
total revenue per month and it was not possible for CSD(1) to 
command better pictures immediately. 

(b) Rs. ~,ooo.oo was spent on repairs to old cinema equipment 
acquired from the contractor. This charge will be absorbed in 
the trading account over a period. 

(c) Limited patronage during winter months when troops go out for 
training/exercises. 

(d) The cinema was taken over by the CSD(1) in October, 1955 only. 
In addition to the above loss of Rs. 3,775-00 on the working of the cinema 

Rs. I 7,266-0c-the establishment expenses of the Office of the Administrative 
Officer, Cinemas, for the year were debited to the cinema accounts and thus 
in the balance-sheetlprofit & loss account a net loss of Rs. 21,041 -00 was 
shown. 

1. JULLUNDUR CANTT. 
The cinema yielded a profit of Rs. 6,714-00 after paying Rs. 3,7 80.00 

as Show-tax to Puniab Government, Rs. 1,105-oo as Octroi duty on films 
to the Cantonment Board and providing depreciation of Rs. 4,456'00. 



From the later part of the year, this cinema was able to get first run pic- 
tures like the other civil cinemas at Jullundur Cantt, and the monthly business 
improved from Rs. 5,000.00 to Rs. 6,740.00. 
2. DELHI CANTT. 

This cinema was acquired by the Department in June 1956 and after 
providing for Rs. 5,774.00 as depreciation on the machinery and furniture 
etc., there was a loss of Rs. 3,062.00. Main reasons for this loss were :- 

(a) This is a semi-commercial cinema serving a small garrison and 
limited civil population as its location is also not central to the 
entire Cantt. 

(b) There are two other cinemas competing with this. One of them* 
namely PALAM which is controlled by one of the biggest com- 
mercial circuits in India is able to command all the good films. 

3. AMBALA CANTT. 
This cinema worked at a loss of Rs. 4,Eq '00 afcer providing Rs. 4,000'00 

as depreciation. Main reasons for the loss were : 
(a) This is also a semi-commercial cinema located in a fore comer 

where it cannot attract much of civil population. 
(6) The cinema is unable to produce a substantial revenue on Hindi 

pictures as troops who would patronise Hindi pictures are located 
at a distance of 415 miles in Panipat lines. 

(c) Show-tax and Octroi duty paid during the period amounted to 
about Rs. 4,000.00. 

(d) Owing to frequent changes of pictures, railway freight and packing/ 
forwarding charges amounted to nearly Ks. 2,500.00 as against 
Rs. 450.00 at Jullundur and Rs. 1,336.00 at Delhi Cantt. 

(c) This cinema was acquired in September 1956 only. 
4. The expenses of the Administrative Officer, Cinemas for the year 

under review amounted to Rs. 20,164.00. After taking into account this 
mount the result of the working of the three cinemas run during 1956-57 
shows U ?let ~ O S S  of Rs. 21,335.00. 
1957-58* 
I. JULLUNDUR CANTT. 

This cinema made a profit of Rs. 9,286-00 after providing depreciation 
of Rs. 4,562.00 and payment of Rs. 5 , 2 9 4 . ~  as Show-tax and Octroi duty. 
2 DELHI CANTT. 

This cinema showed a profit of Rs. 4,710-00 after providing Rs. 4,738'00 
for depreciason. 

There was a loss of Rs. 2,199-00 during the year after providing 
Rs. 3,742-00 for depreciation. Reasons for loss were : 

(a) This is a semi-commercial cinema and is situated at such a location 
that neither civilians nor a large number of troops (particularly 
those who set Hindi pictures) can reach it easily. 

(b) Show-tax and Omoi duty amounting to Rs. 5,886.00 is a heavy 
burden on its revenue. 



(c) Railway freight and packing/forwarding charga on films amout 
to about Rs. 3,000.00 in a year. 

4. LOHGAON (Poona) 
This cinema was taken over by the Department on 1st April I957 

During the year it worked at a loss of Rs. 18,950-00. Reasons for th& loss 
are : 

(a) The  rent of this cinema, which is a non-commercial situation 
is Rs. I ,096. w per month. 

(b) The  strength of this Air Force Station is limited. Owing to 
certain technical reasons the Station functioned on a reduced 
strength up to August/September 1957. 

(c) The cinema is situated very far from the camp with no transport 
facilities. 

(d) For other domestic requirements airmen visit Poona town using 
free amenity when they can also see the pictures running in the 
town. 

5.  KASAULI 
This cinema was taken over by the Departmenr on 7th April 1957. 

It  has worked at a nominal profit of Rs. 54-00 only after providing a deprecia- 
tion of Rs. 2,922 .oo. 

6. DEHU ROAD 
This cinema has worked at a loss of Rs. 1,325 .oo after providing Rs. 

2,432.00 for depreciation. Reasons for this are : 
(u) Civilian population is very small and poor and as such a semi- 

commercial situation. 
(b) Army units arc located at considerable distance away from the 

cinema and bwar arm. 
(c) This cincma was acquired in October, 1957. 

7. AXAND PAKB.\1' (Sen. Delhi) 
This cinema was taken over by the Department on 1st August 1957 

It  has worked at a prc!/ir of Rs. 31.932.00 on an investment of Rs. 40,000-00 
in 8 months af~er  providing a dcprcciation of Ks. 2,885 .oo. This incidentally 
is the smrtllcst cinema with 2S4 seats, but as the cinema ir located in an ideal 
situation it has shown good results. 
8. ROOKREIJ CXNTT. 

This cinema has \qrkcd at a loss of Rs. 3,370-00 after providing Rs. 
2,146.03 for deprccration. Rcasons for loss are : 

(a )  The cincma is not yet liccnsed by civil authorities and hence is 
not open to civil public. 

(b) The garrison strength can only support a film for 2 shows and 
as such only old films are available for this cinema. 

(c) There are two competitive civil cinemas fairly close to Canton- 
ment showing latest first run Hindi films. 

(d) This cinema was acquired in November, 1951. 

g. TAMRARAM 
This cinema was taken over in the last week of January 1958. It was 

worked at a profit of Rs. 398.00. This is a non-commercial situation 



as admission is restricted to Air Force personnel and their families. The 
rent of the cinema' is also very high Rs. 850.00 a month. Tambaram being 
far away from Madras, cost of transportation of films is Rs. 300.00 per months. 
10. COLABA (Bombay) 

This cinema was taken over by the first week of February 1958 The 
cinema has shown a profit of Rs. 1,325.00 in 2 months after providing 
Rs. 1,090~00 for depreciation and payment of Rs. 956.00 as Show-tax. 

The over-all result of the cinema scheme during the financial year 1957-58 
was a net loss of Rs. 13,139-00 after taking into account the administrative 
expenses of the offiks at Bombay and Delhi amounting to Rs. 35,000-OO. 

*The figures for 1957-58 are provisional as the audited accounts of 
the CSD(1) for the year 1957-58 are net yet ready. 

3. A tgbular statement showing the financial working of the cinemas 
acquired and run by the CSD(1) during theyear 195536,1956-57 and 1957-58 
is attached. 

4. D.A.D.S. has seen. 
Joint Secretary to the Govmmenr of India. 

16th February, 1959. 

- 
Nm:-Informrtion contained in the Note is baud 0x1 f.cd end figures supplied by 

Seat;uy, B o ~ d  of Control, Canteen Services. As no documents are avoilr- 
ble in the Miniurp of Ddcncc md QMG'r Branch, the re- for lousl 
hrvc not been vcnfiad by audit. 
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APPENDIX XIV 

MINISTRY OF DEFENCE 

Note showing the acrion taken or proposed to be taken in respect of Serial No.. 
5 I ,  Paragraph 74 of the Sixth Report (Second Lok Sabha) of the PAC. - 
The proposal for the creation of a Canteen Stores Fund, outside t h e  

Consolidated Fund of India but within the Public Accounts of India, has been 
considered in consultation with the Ministry of Law and the Director of Audit 
Defeace Services. 

2. With regard to the objection that receipts and expenditure of the 
Department are kept out of the Consolidated Fund of India, the Ministry of 
Law has observed that Article 266(1) of the Constitution requires only certain 
classes of public moneys to go into the Consolidated Fund. On the other 
hand, if the activities of the Canteen Stores Department constitute commercid 
operations of the Government, the moneys of the Department may have to be 
credited to the Public Account of India under Clause (2) of Article 266. This 
would not require appropriation by means of an Appropriation Act, as the 
working of the Public Account of India is required under Article 283 to be 
regulated by law made by Parliament. Until such a law is made, the re- 
quisite rules may be made by the President. 

3. The Director of Audit, Defme Services, to whom the observations 
of the Law Ministry were referred, has also examined the proposal in consulta- 
tion with the Comptroller and Auditor General of India, and has suggested 
that such a Fund may be created with the approval of Parliament signified 
either by a token vote or a resolution, though not by statute. All expenditure 
out of thc Cantem Stores Fund is to be initially treated as expenditure from 
the Consolidated Fund of India by initiall!. debiting it to Defence Services 
Estimates subject to the normal process of voting and appropriation by Parlia- 
ment, and subsequently transferred to the Canteen Stores Fund by a deduct 
entry. 'I'his suggestion of the L).h.l).S. is now under detailed examination 
of the Government. 

4. D.A.D.S. has scen. 



MINISTRY OF DEFENCE 
D ( M ~ V  & RVF) 

"Susjsn :-Statement showing profit/loss made by individual Military 
Farm during tltc ycar 1955-56. 

'In accordance with para 32 (reproduced in the margin) of the proceedings 
of the Militarv Accounts Committee on 

32. The C~mmi-tee o b q e ~ e d  that the the Accounts of 1943-44,Command-wise 
trading .ccount of Ministr) Farms 8CcOUnfS of Military Farms are furnished 

Which n s  furnished in the Appendix wal to the Members of the Public Accounts 
a consolidated account of all farms. As Committee to enable them to see which 
.the number of Farms had greatly increas- set of F R ~ ~ ~  is being run at a * they thal and which at a loss. In consul~tion with counts for Farms by Comma~ds or circles 
should be furnished in future in order to the financial and audit authorities, a Sta- 
enable them to see which set of farms was tement (Appendix-A) showing the profit/ 
,bcifrg run at a prafit and which .a' a loss- loss made by each individual Military 
ns them to better Farm in each of the three Commands eontroL during 1955-56 is furnished for the 

information of the Members of the Public 
Accounts Committee. The reasons foraariation in the losses,'profits of the 
m i o u s  Farms as compared with the figures for the year 1954-55 are also shown 
~eparately in the form of a Statement (Appendix-B.). 

2. The data contained in the Statement at Appendix A have been test- 
checked by the Director of Audit, Defence Services. 

3oim Secretary to the Government af India, 
25th October, 1958. 
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APPENDIX B 
REASONS FOR VARIATIONS (1955-56) 

The better result at Military Farm, Ahmednagar is due to 
I Saving under head Pay of Indian Staff during the year. 
2 Receipt on account of feeding charges of 46 Young stocks and 

calves made as boarders of Military Farm Secunderabad with 
effect from 1st January, 1956 to 31st March, 1956. w 

3 More receipts on account of auction of Kurans for grazing rights. 

4 Less audit charges adjusted during the year 1955-56. 

The better result at Military Farm, Bangalore is due to 
I Receipt of compensation amounting to Rs. 37,000/- on account of; 

condemned Skimmed Milk Powder. 
2 Increase in receipt on account of interest on Government account 

'C'. 

3 Production of more green fodder during the year and subsequent 
reduction in expenditure on purchase of green fodder. 

4 Less expenditure on repairs to buildings during the year. 

5 Less expenditure on purchase of Plant and Machinery out oh 
revenue. 

6 More amount was realized during the year from grazing of farm) 
land. 

The betrer resulr ar Military Farm, BeIgaum is due to 
I 491 acres of land was sold for cutting rights at Turruckrnati. 

instead of whole of the land auctioned last year. From the rest of- 
land, harvesting was carried out from which 4,14,970 lbs. fodder 
was received against Nil last year. 

2 'Decrease in administrarive charges. 
3 Less rail charges than anticipated to be adjusted this year. Rs. 

1,1381- pertaining to last year which was intimated late could no t  
be adjusted during 1954-55 and have been adjusted this year. 

The berm result at Military Farm, Deolali is due to 
I Decrease in expenditure under the following heads :- 

( i )  Pay of establishment. 
(ii)  Feed of grain etc. on account of reduced rates. 
(iii) Miscellaneous stores and charges. 

2 More receipts under the following heads :- 
( i )  Interest on Government Account 'C'. 
(ii)  Recovery of house-rent from class IV staff (January 1955 

to December 1955). 
(tii) Salt of condemned packing material ctc. 



The better result at Military Farm Jubbulpore is due to 
I More receipt on account of interest on Government Account 'C' 
2 Less loss on capital (I ine Stock, Buildings and Plant and Mach 

nery) during 1955-56. 
3 Less purchase of dairy produce due to better production ftom 

herd. 

The better result at Military Farm, Kirkee k due to 
I Less audit charges adjusted during the year due to less expenditure. 
2 Less expenditure on purchase of dairy produce due to lower rate 

of Skimmed Milk Powder and dairy produce purchased locally. 

3 Last year payment of Rs. 72,6741- was made against a receipt of 
Rs. 24,859;- during the year 1955-56 owing to better position 
of Government Account 'C'. 

:The better result at Military Farm, Pimpri is due to 

I Less expenditure on establishment, Miscellaneous stores, main- 
tenance of building and Feed and Keep. 

2 Interest on Government Account 'C' earned during 1955-56 
whereas Rs. qq,oql- debited in the accounts for last year 
i.e. I 954-55. 

3 More sale of dairy produce. 

The better result at Military Farm Secunderabad is due to 

I Less expenditure under head "Hire of cxttle and purchase of dairy 
produce" on account of reduction in rates of Skimmed Mik 
Powder and decrease in average purchase rate of milk. 

2 Increased receipts on account of interest charges on Government 
Account 'C'. 

3 Less expenditure on feed of animals due to decreased rates of 
concentrates. 

4 General economy in consumption of stores and on expenditure 
on miscellaneous charges. 

5 Recovery of house-rent from class IV servants. 

.The worse r e d  at Military Farm, W e l l i ~ r a  is due to 
I Adjustment of rail charges for 1954-55 during 1955-56 as them 

were intimated by the C.D.A. after completion of accounts for 
1954-55- 

2 Reduction in the dairy produce trade in the station. 

The better r d t  at Milizaty Farm Agra i s  due to 
I L m  purchase of milk as campared with last year. 
2 I m s  expenditure u n d a  facd and keep. 



3 Less ulpendiure on consumption of electricity. 
4 Less condemnation of live stock. 
5 More trade during the year. 
6 Sale of more fodder to the Army 

7 More valuation of young stock. 

The better result ar Military Farm Allahabad is due to 

I Transfer of 34517 surplus milk to Military fFarm Kanpur thus 
avoiding a loss of its conversion into Ghee. 

2 Increase of 33,170 lhs milk sale thus avoiding a loss of its con- 
version into Ghee. 

3 Decrease of -111- per hundred lbs in cutting charges of hay a 
Military Farm Depot Majhgawan. 

4 More receipts of interest on Government Account 'C' 
5 Decrease in pay of establishment. 
6 Less expenditure on purchase of ice due to decrease in rate and 

quantity purchased. 

7 Decrease in water and electricity charges. 
8 Less expenditure on feed of animals. 
9 More receipts on account of grazing rights of plots. 

I o More receipts on account of more transfer of baled hay from Depot. 

~he'better result at Milirary Farm Bariclly is due to 
I The financial year (1955-56) has ended with a loss of Rs 6,8471 

which is better by Rs. 65,518/- as compared with a last year 
2 The loss during the year is due to low trade at this station. 

The worse resulr ar Military Farm Dehradun is due to 
Less trade as compared with last year and reduction in the sale 

rates of Butter and Cream with effect from 1st August 1955. 

T hr better result at Military Farm Jhami is due to 

r Less qua ~t i ty  of doiry produce purchased duriag the ycar 1955-56. 

2 Less quantity of grains purchased during the year. 

3 Less expendhure incurred on matntenanct; of buildings by the 
Military Engineering Service than previous pear. 

4 Increase in trade. 

5 More drafting duriq the year. 
ore animals were condemned and more transfer of cattle ;I 1d 

lant and Machinery, thus more receipts. P 



9~tbrtrwruulcat Military Fmm Kanpur is due to 
r More receipt on capital items due to condemnation of cattle. 
2 Less expenditure on estahshment due to reduction in staff due to- 

decrease in animals. , 

I he w s e  result at Military Farm Lucknoev is due to 
I Ltss receipt from land due to heavy rains causing heavy damage 

to crops. 
2 Less on sale of fodder to Civil Department. 

3 More condemnation and casualties of cattle. 
4 Less appreaation of cattle. 
5 Less trade due to move of troops from the station. 

Ths better result at Military Farm Meerut is due to 
I N1 round improvement in milk and fodder production during the 

year. 
a The actual result would have been much better if the following 

advase factors have not created a finandal set back during tbt 
year under report :- 
(I? Loss of the outturn of the standing crops i.a., Jowar and 

Bajra due to heavy rain and storm. 
(ii) Less revenue receipts on account of reduction in sale of 

milk to Military Farm Delhi. 

The better result at Milirary Farm Namkum is duc to 

I Less establishment charges during the year. 
2 More valuation of dves.  
3 Less repairs to buildings. 
4 Less rent of land. 
5 Less T. A. paid to staff. 
6 More receipt on account of interest on Government account 'C ' 
7 Less depreciation, casualties and transfer to Unpriccd Inventory. 
8 Feeding of animals at cheapest rate of concentrates 8a compared 

with last year. 
g More milk yielded by cattle this year as compared with last year. 

The motre r d t  at Military Fann Panqarlr is  due to 

I More TA paid to staff due to more rnovemaxs. 
2 More Government transport used for cnrting loosc hay fm BpsC 

Area. 
3 Less receipts on account of decrease in sale of dPiry produce 



4 Leas quantity of hay issued to Army Services Corps during the 
year. 

The berm result at Mil i tay Farm Arnbala is due to 

I Better yields from attle. 
2 Better outturn from land. 

3 Incrme in interest on Government Accounts 'C' due to adjusr 
ment of interest on Rs. 3,03,754/- (accumulated losses written 
off) incorporated in the balance of Government Account 'C'. 

The worse r m l i  at Military Farm Delhi Canct is due to 
I Reduction in sales. 
2 Adjustment of cost of transport hired from Station Transport 

Officer during the year via., Rs. 66,6981-. Hiring of transport 
has been considered to be more expensive as compared with that 
of Farm Transport. 

3 More repairs to residential quarters in No. 4 Poultry Farm Delhi 
Cantt. 

4 Payment of approximately Ks. g,ooo/- to Civil Court in connection 
with accident cases. 

Better result at Military Farm Feroaepore is due to 

I Less temporary establishment employed. 

2 Less purchase of miscellaneous stores. 

1 Less repairs and maintenance of buildings 

q Less repairs to plant and machinery. 

5 Due to more and timely rains Tube Wells worked less hence 
less expenditure under the head "water and electricity". 

6 Due to less transfer of stores and fodder less expenditure under 
the head "Rail and other transportation charges." 

7 Less purchase of Skimmed Milk Powder and fodder during the 
Year. 

8 Due to adjustment of interest charges on accumulated losses 
written off during the year 1954-55 and incorporated in the 
belance of Government Account 'C'. 

Th worse result at Militay Farm J ullundw is only small and is treated as 
negligible. 

The betttr result at Military Fmm Mahm is due to 

I Economy drive all-round. 



2 More receipt of fodder from Chandmari land taken ovu during 
1955-56 and consequently heavy despatches of baled fodder to 
various Farms and formations. 

3 Cheaper rates of grain commodities and stock consumed. 

The worse result at Military Farm Pathankot i s  due to 

Decrease in profit is mainly due to separation and making Jammu and 
Kaehmir Farms ('Y Station 'W' Station and 19 Division) as independent 
Trading Amunt Units with effect from 1st April, 1955. Profits made by the 
Jammu and Kashrnir Farms during the year 1954-55 as per their monthly 
Financial Statistics were as under :- 

Rs. 
Military Farm 'Y' Station 4,71693 
Military Farm 'W' Station 163,913 
Military Farm 19 Division 1~26,170 

Military Farm Kasauli These farms have bem made in- 
Military Farm 'Y' Station dependent Trading Account 
Military Farm 'W' Station Farms with effect from. 1st 
Military Farm 19 Division April, 1955 as such no corn- 

parison can be made with thnt 
of the previous year mk 1954-55 
having no trading results. 



MMISTRY OF DEPENCE 
D. (Prod.) 

Note on S. No. x o j  the Statement shot0stOSng action token or proposed to be 
taken on the outstanding recommendations of the P.A.C. ( p a  64 of the 
Ninth Report -1st Lok Subha)-Amounts due to certain Ordnance 
Factories for Services rendered or stores supplied to private individuals. 

The amount outstanding from fabricating contractors of Branch Harness 
& Saddlery Factories which stood at Rs. 7.14 lakhs on 1-10-1955 has now been 
reduced to Rs. 6.56 lakhs. The reduction is due to the write off of dues from 
four firms to the extent of Rs. 58,392-6-10, as it was found that in spite of the 
best efforts of the Director General of Supplies and Disposal, there were no 
prospects of recovery of the dues from the four parties in question whose 
whereabouts could not be located. 

The latest position in respect of the remaining cases is furnished below :- 

Serial Number Amount in 
No. of parties lakhs of 

Rs. 
Present position 

I I -21 The case involves inter-departmental adjust- 
ment of accounts. As the transaction per- 
tains to the pre-partition period and since 
formal adjustment of such transactions has 
now been dispensed with, the Director of 
Supplies & Disposals (Litigation Section) 
Calcutta has put up a proposal to the C. D.A. 
(Fys.) Calcutta in April 1958 for the closure 
of the case, final decision on which may please 
be awaited. 

2 2 3.62 Both cases are still pending before the arbitra- 
tors. 

3 I 17 The case is still under consideration in consulta- 
tion with the Government Solicitor. 

4 I 17 As the judgement debtor has not yet been traced 
in spite of the best efforts of the Director 
General of Supplies & Disposals, he is taking 
action for writing off of the dues. 

- S 6 .39 The ?hurt DecreeslClairrm are still under 
execution/finalisation. 



The amount due from firms for stores supplied by Ordnance Factories 
against orders placed by the former which stood at Rs. .94 l h  has now risen 
to Rs. 2-04 lakhs. Thrs increase is due to the fact that the amount due fmm 
one firm is Rs. I '46 lakhs and not Rs. 36 lakhs as intimated earlier. This 
revision is due to the fact that the amount of Rs. 48,3701- (including the sale 
proceeds of Rs. 1z,r38/1/- of the stores manufactured on behalf of the firm) 
on which the figure intimated by this Ministry earlier was based, represented 
only the amount which had been billed for by the Accounts Officer, Gun & 
Shell Factory, Cossipore, for s tom issued but not paid for by the firm. 
This amount did not include the other elements the value of stores ready.' 
for issue, the value of semis etc. because at that time negotiations were going 
on with the firm for an amicable settlement of the case. The revised figure 
includes these elements. The latest position of these cases is furnished below : 

No of parties Amount Present position 

I 30,029 g o The case is still pending before the arbitrator. 
I 145,799 15 o No recoveries have so far been effected. 
I 27,675 10 o The case is still pending before the Law Court. 

D.A.D.S. has seen. Additional Secretary, 

24th Nm., 1958. 



APPEHDIX XVII 

MINISTRY OF FINANCE (DEFENCE) 

(9 Particulars of Report : . . Sixth Report (Vol. 11) of the Public 
Accounts Committee on the Appro- 
priation Accounts (Defence Ser- 
vices) 1954-55. 

( i i )  Item No. thereof : . Item No. 2 of Appendix I. 

( i$ Particulars of item : . . The High Commissioner for India in 
London should be asked to pursue 
the question of early settlement of 
outstanding claims against the U.K 
Government which amounted to 
6. 3,788,100 at the end of March 
1953 at high level with the War 
Office as further delay is likely to 
complicate matters. 

(iv) Comments of the P.A.C. : Further report regarding clearance of 
the outstanding amount should be 
submitted to the Committee. 

(v) Remarks of the Ministry : 
This item figured as item 6 of Appendix I to the Nineteenth Report 

(Vol. I) of the Public Accounts Committee on the Appropriation Accounts 
(Defence Services) 1953-54. A note dated 3-1-57 on the subject was submitted 
to the Public Accounts Committee which appears as Appendix XXIII to the 
Sixth Report (Vol. 11). In that note the position of outstandings was shown 
ro be:- 

L 
( i )  Sea freight & Shipping charges . . 22,813 
(ii) Claims of Miscellaneous nature . . 88,001 

The present position of these outstandings is as under :- 
( i )  Sea freight and Shipping charges :- 
Since cleared. 

( i t )  Claims of ~Uiscellaneous nature :- 
Out of the amount of E88,oo1 reported as outstanding in the report dated 

3-1-57 to the Public Accounts Committee, a further clearance of 4 21,989 has 
been reported by the High Commission in U. K. upto 31st March 1958. 
Wort is being made to expedite the clearance of the outstanding balance. 
The D A.D.S. has seen. 

Rinancial Adviser, 
24-1 1-1958. 



APPENDIX XMII: 

MINISTRY OF DEFENCE 

S. No. 5 of the Storement of outstanding recommendations re: Clearance 01 
ottutanding bills of contractors in the M.E.S.. 

When the last report was submitted to the Public Accounts Committee 
the mount  still under cbjection was Rs. 11,825/6/1, made up of the follow- 
ing three items :- 

Rs. A. P. 

I. Objection relating to Darj eeling I39 6 
2. Objection relating to Burdwan District . 2,081 o I 
3. Terminal compensation for requisition of land for 

Kalaikunda Airfield . 9,605 0 0 

TOTAL . . 11,825 6 1 - 
As regards the 1st item, intimation has been received from 'the Acco- 

untant General, West Bengal that objection relating to Rs. 139161- might be 
treated as settled. 

With regards to 2nd item, Government of West Bengal have since con- 
firmed that the objection stands settled. 

Government sanction regularising 'on account' payment of terminal 
compensation amounting to Rs. 9,6051- for the land requisitioned for Kalai- 
kunda Airfield was issued on the I ~ t h  January, 1957. The 3rd item, also thug 
stands finally settled. 

Director of Audit, Defence Services has seen. 

Joint Secretmy, 
29-1 1-38. 



APPENDIX XIX 

MINISTRY OF DEFENCE 

Note on S. No. 8 of the Statement* oj outstanding recommmdations re: 
Savings in Defence G r a m  

The broad reasons for savings in the Defence Grants and the various steps 
taken to ensure that expenditure corresponds to the estimates have already 
been explained in the statements sent to the Public Accounts Committee 
showing action taken on the recommendations made in previous reports of 
the Committee (Serial Nos. 13 and 14 of Appendix I and Appendix IA of 
the Sixth Report of P.A.C.--Second Lok Sabha) Vol. 11-Appendices. 

The following table shows the sanctioned grants, actual expenditure and: 
savings over voted grants during the last five years.- 

(In mores of Rupees) 

Year Sanctioned 46. of 
Grant Actuds Savings s a v m p  

It would be observed from the table that the trend of large scale surrend- 
ers was arrested in 1956-57 and the year 1957-58 has recorded considerable 
improvement as compared with the previous years. Savings which ranged 
from 8 to 12.5 per cent in previous years have now been brought down to 
3.6 per cent as a result of the remedial measures mentioned in the earlier 
statements furnished to the Committee. 

*Appendix I. 
tProvisional figures upto March supplementary. 



The position with regard to savings on Defence Capital Outlay he8 also 
improved considerably. The following table compares the savinga, in the 
gr~nt for works projects during the past five years :- 

(In crores of Rupeca) 

Year Sanctioned "/s of 
grant Actuals Savings Sawnp 

*Provisional figures upto March suppluncntary. 

It  would be seen from the above that the savings in the grant for works 
expenditure during 1957-58 is considerably lower than the corresponding 
figures of the previous years. Thus, the general policy now followed of 
ncluding in the budget, provision for those works only which have been ad- 
ministratively approved sufficiently in advance, has already begun to bear 
.hi t .  

Director of Audit, Defence Services has seen. 

-4ddirumal Secretary, 
27-10-58. 



Note on S .  No. 9 of the Statement of Outstanding reconunendations (Para 6 
of the Sixth Report-1st Lok Sabha) re. Budgetary Control 

In  the case of procurement of stores as already explained to the Committee 
in  Appendices I and IA of the Sixth Report%f the P.A.C (Second Lok Sabha) 
Vol. 11-Appendices, there are certain inherent difficulties in the framing of 
accurate estimates of expdnditure. While appreciating these diffidties, 
the Committee have reiterated the need for a closer liaison between. the in 
denting and supplying Departments. 

A close liaison already exists between the indenting Departments and the 
procuring agencies.In all cases of indents placed on D.G.S. & D, D.G., 1S.D 
London and other procuring agencies abroad progress with regard to finali- 
sation of contracts and materilisation of supplies is watched by the indentors. 
Continuous efforts are also being made to obtain periodically as much infor- 
mation as possible from the procuring agencies, based on which the budget 
estimates are framed. Nevertheless, cases continue to occur of actual expend- 
ture falling far short of the estimates furnished by procuring agencies even as 
late as January, due to various reasons, such as failure on the part of suppliers 
to adhere to the expected delivery schedules, end of the year delay in shipping 
arrangements, etc. If estimates furnished even in then closing months of the 
fianancial year are apt to show wide variations, the difficulties of framing with 
any degree of accuracy, estimates of expenditure on the basis of information 
available some three months before the commencement of the financial year, 
as is the case at present, could well be imagined. However, subject to these 
limitations inherent in the situation, great care is being taken to prepare the 
estimates as accurately as possible. 

Savings over voted grants in the last two years (vide reply to S. No. 8 
testify to the fact that the trend of large scale surrenders of Defence Services 
Grants has already been arrested to an appreciable extent. The year 1957-58 
has recorded a definite improvement in the situation. It is hoped that in 
the coming years the estimates will prove to be more accurate and realistic 
and the improvement already discernible will be steadily maintained. 

Director of Audit, Defence Services has seen. 

AdditiMlOI- Secretary 
27-re58 



APPENDIX X91 

MINISTRY OF DEFENCE 

Note on S. No. ra oj the Statement of Outstamditrg Recommcndaths 
a 10 of 6th Report-Second Lok Sabha) re: loss of revenue dus to 

pJaming of mbrks. 

Necessary Instructions were issued to HQ Commands in Army Headb 
quarters letter No. 6315o/Q3Wiii, dated 6th October, 1955, to ensure that 
all efforts are made to make the approximate estimates realistic and to avoid 
subsequent changes in specifications or cost for reasons which could be 
foreseem at the time of preparing approximate estimates. Further instruc- 
tions to ensure proper planning of projects were issued in Army Headquarters 
letter No. 830971Q3W (Policy), dated the 3rd January , 1957. 

a. Various measures have been taken recently to minimise surrenders 
of funds. Among the important ones are :- 

(a) Improvement in Users' planning , e.g., drive for finalisation 
of Key location Plans and Establishments ; formation of Quarter- 
master General's Planning teams in Commands ; emphasis 
on finalisation of Users' requirements at the Acceptance of Ncces- 
sity stage ; planning on a continuous cycle ; etc. 

(b) Drive for increasing the time interval between Administrative 
Approval and execution, so as to facilitate better Technical and 
Budget Planning by Engineers, and early commencement of 
works. ' 

(c) It has been agreed that :- 
(13 as soon as Administrative approval is issued, Services Head- 

quartersiDireaor General of Ordnance Factories will indicate 
whether or not the project will be started during the following 
financial year, to enable Engineers to take premliminary 
action ; 

(ii) in the case of new construction, Administrative Approval will 
not be released for execution for it is anticipated that the site 
cannot be made available to the Engineers within a period of 
one year; 

(iii) in order to avoid delay in the rcceipt of allotment of funds 
alloanents will be made direct to the Garrison Engineers with 
copies to intermediate formations. 

(d) Emphasis on better estimating, taking into account all ground 
factors. The M.E.S. Review Committee haw also recormncnded 
5% tolerance on Administrative Approval. This recommeads- 



tion has since been accepted by the Government and Govern- 
ment orders implementing the recommendation have been issued. 

31 i t  m y ,  however, be added that even under the best procedure, 
murenders may become unavoidable due to unforeseen factors, e.g., difli- 
.culties over contracts, procurement of stores, failure of contractors, non- 
receipt of book debits, or interdepartmental schedules and cannot, therefore, 
'be entirely eliminated. The budget situation is reviewed periodically during 
.the year and funds which cannot be utilised economically are surrendered, 
So that they may be diverted to other projects. 

The D.A.D.S. has seen. 
Joint Secretary 



MINISTRY OF DEFENCE 

Note on S. No. 13 of the Statement of Outstanding recommendations re: 
Acquisition of unwanted S h e s  

When the review carried out in 1951 revealed a surplus of quantity 
863, our Ministry Adviser to the High Commissioner in U.K. was informed 
in October 1951, to cancel quantity 545 out of the outstanding demand 
without financial repercussions. As, however, conditions of emergency in 
tbe country accentuated, it was decided on'12-4-52 that the demand on U.K. 
should not be cancelled and the position should be re-examined at the time 
of the next review in 1952. 

11. The review undertaken in September/October 1952 revealed a 
surplus of quantity 1,027 after taking into account the quantities that were 
still outstanding from U.K. as well as those against the demands placed on 
DGOF. As the situation in the country had somewhat eased at that time, 
an effort was made to cancel 50 per cent of the demands on U.K. but the 
demands on DGOF were left untouched to ensure speedy development of 
indigenous manufacture. As the cancellation on U.K. would have entailed 
heavy financial repercussions it was not pressed and it was then decided to  
reduce the demands on D W F  to quantity 40 and to utilise the components 
already rnanufacnued by D G OF against maintenance rtquirtments. Demand 
for quantity 40 has been retained to keep the production technique alive. 
The old type will be retained in service for a number of years as a standard 
item of equipment and this item is not of a perishable nature. 

111. Orders have already been issued on 16-1-57 that bulk order for 
a store will only be placed by the Services on the DGOF after he has success- 
fuliy established the technique of production. Casea of the nature mentioned 
are not likely to occur in the future. 

Under the revised procedure introduced with effect from 1-4-57, for 
the review of outstanding ordm on the Ordnance Factories, the indentor 
haa adequate opportunity to review his demands in the light of the latest 
trend both in technique and demand. Ordm have also been issued, on* 
15-2-56 to d ddarce indentors Bvesoing the nead to review periodidly 
ail outsamcling indents. In addition to the above, Ammunition and Ord- 
~ l ~ a c c  SubXommittteea have been created under the Defence Production 
& Su ly Comcnittae to progress the development and production of impor - 
taut 1 ans of ammunition, ordnance md general stom, in the Ordnance 
Pauorics. These Sub-Committees meet periodically and review the progress 
made fiam time to time. 



IV. The foreign Government concerned specifically wanted to have the 
latest type and the latest mark was issued. 

V. The observations are noted for compliance. Tfie issue of insuuc- 
tions laying down the procedure to be followed for declaring equipments) 
stores obsolescent/obsolete is under consideration by Government. 

D.A,D?S. has seen. 
Additional Secretary 



APPENDIX XXIII 

MINISTRY OF DEFENCE 

Note on S. No. 14 of the Statement of Outstanding racOMmntdarrarr~ 
-pma 15 of the Skth Report (Second Lok Subha)-Acctunulation of surplus 
ataterials due to delay in reduction o/ demand. 

The basis fc;r each annual provision review is decided by Government 
in consultation with the Chief of the General-Staff and all likely factors are 
.taken into account at that stage. However, it will be appreciated that certain 
factors cannot be foreseen at the time of these reviews and to that extent. 
it will be necissary to modify the demands later. In the case of expmdible 
stores like ammunition, provisioning cannot be made on a common yard- 
,stick applicable also to non-expendible equipment such as vehicles or wireless 
sets. The wastage of the latter type is not affected by commitment of units 
to operational roles such as moves to concentration areas. 

2. The surplus of 23,973 revealed in January 1954 could not have arisen 
if- 

(a) it had been possible to expend unexpended balance of 4,493 
of the training entitlement for I 95 r -53 rendered impracticable 
by moves to and from the concentration areas such as of XI  
Corps and I Armd Div ; and 

(b) effect had not been given to the reduction in operational reserve s 
consequent upon review of the strength of the force for which 
reserves were to be catered for. 

3. Under the procedure recently introduced, firm demands for recurring 
items covered by staff policies required for use during 3 financial years 
indicating separately the quantities required in respect of each year, are to 
be placed on the Director General of Ordnance Factories, 9 to rz months 
ahtad of the 3 years period. The idea in placing firm demands for a three 
years period is to facilitate DGOF to plan ecomomic utilisation of capacity 
and economic production ; but in arranging the production programme, 
the DGOF is to ensure that items (for instance filled ammunition) which 
do not have a long fife, are not produced long before they are required by the 
Sewice. 

4. The provision review convering 3 years at a time is to be held annually 
by the Scrvices Hqn. who are to assess their total requiranqmi 
to the end of the next 3 years. After taking into account all out- 
standing udues-in" against firm indents already placed, the bslance 

4 uantiry required is to be normally demanded from the DGOF 
ar supply during the year subsequent to the period already covered. If 
the total requirements thus worked out indicate a duc t ion  in the demands 
PtaPdy pi+, an indication, is to be given to the DGOF with brief ramns 
tharefor inbt ing  whether the reduction is due to normal fluctuations 
ap nny changee in policy. Where reductions arc due to nonaal fiurr~latiom 



it ie to be left to the DGOP to decide whether production programme al- 
ready planned, based on earlier firm indents, should or should not be modified 
and while examining this, he is required to consider whether actual manu- 
facture relating to the earlier firm indents should not, to some extent, be limited 
to components which could be assembled during the subsequent period. 
Where, however, a fall in demand occun or is likely to occur as a permanent 
or long term measure, the matter is to be referred by the Service Hqrs. to 
the CGDP at the earlist opportunity without necessarily waiting for the 
annual review and he is to make every endeavour to reduce production of the 
quantities already included in the original demand to the extent possible 
consultation with the DGOF and associated Finance with a view to limiting 
infructuous expenditure to the minimum. 

6. The D.A.D.S. has seen. 
Additional Secretary. 

27-10-58. 



MINISTRY OF DEFENCE 

SUBJBC~ :-Public Accounts Committee-VI Report-Cm'deration .of the 
statemrnt showing action takm m proposed to be taken on the re- 
oomnrendations of the Public Accounts Committee. 

Reference S. No. 18 of the Statement of Outstanding recommendations 
-Purchase of unwanted stores : 

What is rhe present position o f  the action taken against (i) the other Deputy 
Naval Stores Oficer (ii) the Stores Receiver ? 

2. The disciplinary proceedings against the Deputy Naval Stores Officer 
and the Stores Receiver have not so far been finalised. The final action taken 
against the above officers will be intimated to the Public Accounts Committee 
in due course. 

3. The D.A.D.S. has seen. 
3oinr Secretary ( N )  

30-1-1959. 



APPENDIX XXV 

MINISTRY OF DEFENCE 

Note on Serial No. 19 (Para No. 25 of the 6th Report (2nd Lok Sabha) 
re: delay in supply of drawings to the D.G.O.F. 

Instructions have already been issued to the Authorities Holding Sealed 
Particulars to ensure that the D.G.O.F. is supplied with the paper particulars 
and drawings etc. within 15 days of an indent being placed on him. Suitable 
action is also taken by the Research and DeveIopment Organisation where 
no such paper particulars and drawings exist to prepare indigenous designs. 

2. Any hold-ups in production in the Ordnance Factories due to non- 
acceptance of certain materials, dimensions or standard of workmanship 
etc. are reported immediately by the Inspectors to the Director of Inspection 
Armaments and the AHSP telegraphically who takeremedial action in the 
case. Effective liasion also exists between the D.G.O.F. and the Inspection 
authorities and timely action is taken in cases where there is any major 
hold up in inspection. 

3. In addition to the above Committees are being formed with repre- 
sent~tives of the Inspectorate and the Ordnance Factories to carry out a 
survey of all material bottlenecks in respect of items in production and re- 
commend substitute/alternative materials to those specified in the drawinp. 

4. Director of Audit, Defence Services has seen. 

Additional Secretary 
9th December, 1958. 



APPENDIX 5 V I  

MINISTRY OF DEFENCE 

Note on S. No. rg(ii) of the Statement of ouststandaizg tecOmmMl(iati0nr- 
para 25 of the 6th Report (Second Lok Sabha). 

Orders exist that all Defence Indentors should take timely action to 
suspend/cancel outstanding demands for items where surpluses are revealed 
as a result of the Annual Provisions Reviews. Owing to certain factors 
which cannot be foreseen at the rime of Annual Provision Review, it becomes 
necessary occasionally to modifl the demands later. 

2. In the case of expendible stores like ammunition while provisioning 
has to be done on the basis of scales, if due to some unforeseen factors 
the full scales could not be operated during a par1 icular financial year surpluses 
will result. But the surpluses thrown up as a result will be revealed at the 
time of the succecdir~g reviews and adjusted at that time. 

3. Before a decision is taken to cancel or suspend an order on the DGOF 
the matter is given very careful considerarion at the appropriate level and 
if only it is absolutely inevirable, orders are suspended/cancelled. Under 
the existing procedure, demands in respect of recurring items are to be placed 
on the DGOF to cover requirements of three years indicating separately 
the quantity required in respect of each year. While arranging the pro- 
duction pro amme, the DGOF is to ensure that items, for instance (filled 
~mmunition~which do not have a long life are not produced long before they 
are required by the Services. The provision review covering 3 years re- 
quirements at a time continues to be held annually by the Services HQ who 
assess their total requirements to rhe end of the next three years. If the total 
requirements worked out at a parricular provision review indicate a reduction 
in the demand already placed, an indication is givm to the DGOF with brief 
reasons therefor indicating whether the reduction is due to normal fluctuations 
or any changes m policy. Where reduction is due to normal fluctuations, 
it is left to the DGOF to make necessary adjustments in his production pro- 
gramme. Lo case, where a fall in demand occurs or is likely to occur as 
a permanent or long term measure, the matter is required to be referred by 
the Services to the Controller Gcneral of Defence Production at the earliest 
opportunity without necessarily waiting for the annual review and every 
endeavour has to be made to reduce production of the quantity already 
included in the original demand to the extent possible with a view to limiting 
infructuous expenditure to the minimum. 

4 With the introduction of the above revised system of placingindcnts 
on the DGOF, it is hoped that the cancellations of ordm placed on the 
DGOF which has bten the subject of comment of the PAC will be reduced 
to the minhnum. 

5. DA.D.S. h a  seen. 
Additional Smumy 

31-10-1958. 



APPENDIX X X W  
MINISTRY OF DEFENCE 

rc D. (Prod) 
Note on Serial No. 21 Para No. 27 of the 6th Reporc (Second Lok 

Sabha) re : pronrrement of raw materials by the Ordnance Factories. 
The Director General of Ordnance Factories chases up his indents 

on the Director General of Supplies & Disposals Organisation as much 
as possible. Whenever necessary, he approaches this Ministry for the ex- 
peditious procurement of materials. In order to effect coordination between 
the D.G.S.&.D. and the Defence Services (including the D.G.O.F.) and to 
pursue the indents plactd by the Defence Services (including the DGOF) 
on the D.G.S.&.D., a permanent Defence Services Liaison Cell has been 
fucrioning at the D.G.S.&.D. Office. DGOF's indents on India Store 
Deparrment, London and India Supply Mission, Washingron are progressed 
by him as vigorously as possible by correspondence. Indents for some 
special items are pursued by the DGOF's Officer attached to the Ordnance 
 consul^ ing Officer in London. 

2. So far as the D.G.S.&.D. Organisation is concerned, as recommended 
by the Committee, rhey have reviewed the present procedure of processing 
of indents of the D.G.O.F. with a view to removing inordinate delays in 
supplies. IT is stated, that generally, contracts against all Defence indents 
are already being actively progressed and chased up through Field Officers 
of the D.G.S.&. .D Organisat ion. Pre-A/T progressing of all Defence indent 
as also recording and watching rheir progress at every stage to ensure that 
there is not avoidable delay in timely coverage of these indents has also b e a  
introduced. Indents which are outstanding for coverage for over six months 
and urgent and opera ional indenrs outsl anding for over four months are 
discussed every month at meel ings held bei ween Addit ional Director General 
and Depury Director General (Supplies) with Directors of Supplies concerned 
in order to analyse the causes of delays and to initiate necessary action to 
exp&te coverage. To eliminate avoidable delays in the issue of tender 
enquiries and decision on tenders, all such indents where enquiries are not 
issued for more than two months and where tenders are not decided for 
more than three months, are brought to the personal notice of Directors 
of Supplies on the same lines as is being done in the case of Railways indents 
With this additional measure, it is expected that a better control over delays 
at different stages can be ex rcised, thereby accelcraring coverage of Defence 
indents. The D.G.S.8t.D. has assured that special attention will be paid 
to the indents of the D.G.O.F. at every stage from their receipt till inspection 
of the stores. 

So far as textile items are concerned, a Planning Committee was cons  
t i tu td  in August 1955 with a view to reviewing periodically the supply 
position of textile materials required for garmenis for the Defence Services 
md p l a  their future requirements. This Committee has so far held three 
mcctiags and has been doing commendable work by way of assessing the 
requirement of textile materials for the Services and suggesting ways and 
me- of expediting procurement. 

159 



3. Generally the DGOF does not plaa any orders for raw materials 
on the ISM, Washington. . In the case of D.G.I.S.D. London, also, the 
DGOF's indents for raw materials are very few and spasmodic. 

4. Director of Audit, Defence Services, has seen. 

Additional Sec~etary, 
2nd December, 1958. 



APPENDIX XXVIII 

MINISTRY OF DEFENCE 

D. (Prod) 

Note on Serial No. 25 Para No. 24 of rhe 6th Reporc (2nd Lok Sabha) 
re: Manufacture in Ordnance Factories for Stock purposes in excess requirements. 

(13 As recommmd-d by the Stock Holdings Committee, the Ordnance 
Factories have examined their stocks of stores with individual value of less 
than Rs. I lakh. As a result of this examination, nearly 4,500 items valued 
at Rs. 43 lakhs approximately have been reported to the D.G.S.& D./Iron & 
Steel Controller, Calcutta, for disposal since 1-1-1957. Out of these, stores 
worth about Rs. 20 lakhs have already been disposed of. Information relating 
to the profit/loss earncdj incurred by Government by the disposal of these 
stores is being collected anJ  will be furnished to the Public Accounts Committee 
n due course. 

On the basis of the recommenriations of the Stock Holdings Committee 
in their Final Report, instructions were issued in November 1956 by this 
Ministry to the Director General of Ordnance Factories that the priced stores 
ledgers in respect of stores held in Ordnance Factories should be reviewed 
peric di~tl ly with a view to detecting and disposing of slow moving and non- 
moving stores. The D.G.O.F., in turn, issued corresponding instructions 
to the Factories in January 1957. Since a procedure for review is already in 
force, no furthcr action is contemplated by this Ministry. 

So far as Ordnance Depots are concerned, under the existing procedure, 
a review of all the stores hcld in the various Ordnance Dcpots is carried out 
annually an the basis c,f the p d i q  approved by Govemment, and if as a result 
of this review, surpluses are revealed after off-setting the liabilities, the 
Ordnance authorities refer to the General Staff Branch to indicate their re- 
tention policy. All such su luses, as arc nnt required to be retained in ' 'P accardunce with the policy o the General Staff, are declared for disposal. 
Thus the overall positic n of all India stocks is determined by these annual 
provision reviews carricd out by Central Ordnance Dzpots. The holdings 
in each Ordnmcr Depot (other than CODs) are also reviewed monthly and 
any quantities held over and above their normal stock potential, are reported 
to the C.O.Ds. for disposai instructions. The stock potential of these Depots 
is based on their past issues. 

This Ministry is fully alive to the importance and urgency of clearing our 
De ots and Factorics of unwanted stores. The aim of this Ministry is to 
m 9 c the best and maximum use of surplus stores held in the various Ord- 
nance Depots and Factories and if there is any possibility of any item being 
used within the rcmuining shelf life of the store, the same is retained in stock 
although it might not be required for some time. In view of the existing 
financial stringency and foreign exchange shortage, the Defence stock holders 
were reccntlq instructed in June 1958 to be very careful in the matter of 



dccla~ing surplus defence stores for dis osal and to ensure that ody whet is 
really surplus, is disposed of. It has &en stressed that they (~hould try to 
continue utilising old equipment and stores as long as possible by tepairhg 
or reconditioning and also, that all possible alternative uses should be thoro- 
ughly examined before the stores are declared for disposal. Under this 

licy it might happen that we have to keep our existing stocks in our Depour 
$rories for a longer time and to that extent congestion in the De ts r Factories may not bc relieved. The Public Accounts Committee wi no 
doubt appreciate that, in the present economic conditions and shortage of 
foreign exch resources, Government cannot afford to d h r d  any equip- 
ment or store ?@ or disposal, if there is any possibility of its b e i i  used in the 
near future, if not immediately. 

In  pursuance of the recommendations made by the Defence Production 
P h m h g  Committee, the Government have since issued ordm that in res ct 
of rrcurrin~ d.emands the Services should lace firm indents on the D . G . ~ F .  
cm a three yearly basis. The question o i' provisioning of materials by the 
D.G.O.F. for Ordnance Factories is under examination in this Ministry. 
The point raised by the P.A.C. is closely related to the above question, a 
decision on which is expected shortly. 

Director of Audit. Defence Services, has seen. 



APPENDIX XXM 
Note on S.No. 39 of the Statement of outstanding recommendations--para 

41 of the 6th Report (Second Lok Sabhabre : store accounting. 
The observations of the Committee have been noted. The importance 

of maintaning correct store accounts, besides the essential re uirements of a 
correct and up-to-date location record of all holdings, is f u?, y appreciated. 
The poisition is constantly being watched and in order to improve the standard 
of store accounting and stock verification, a re-organisation scheme was 
carried out in out of 25 Ordnance Depots. The Scheme embraced opening, 
checking, preserving, packing in standard packages and marking of contents 
of war-time doubtful packages, representing 45 % of the stores held in the 
depots. Before the re-organisation scheme, the average r f  discrepancies in 
these depots was in the range of 34% . 11 has now come down to 6.2%. 

2. The comparison given below of the number of items found discrepant 
in three major Ordnance Depots during 1955-56, with the figures of previous 
year, indicates that there has been some improvement in the position. 

No. of discrepant items 
1954-55 1955-46 

1st Depot . . 8945 (9 7%) 2896 (3.1%) 
2nd Depot . . 22068 (19.8 %) I I o m  (6.9%) 
3rd Depot . . 15845 (9.8%) r4723 (8.7%) 

3. Stock verification is an rinnual process. During stock-takings, in the 
case of prepacked bales or packages, a minimum of one package in every 
stack is opened and checked for quantity and condition. If a discrepancy is 
found further five packages from the same stack are opened. If further dis- 
crepancies are discovered from these five packages the whole stack will be 
examined. Tropic proofed packages are not, however, opened. In view of 
all this, the possibility of discrepancies coming to light in subsequent stock- 
taking cycles, in packages not covered by the re-organisation scheme, cannot 
entirely be ruled out. Another reason for discrepancies is that at the time of 
receipt of stores frcm the Trade and Ordnance Factories only 5 O/, of the 
packages are checked fix quantity and condition. If this check reveals dis- 
crepancy to the extent of one per cent or more, then 100% of the consignment 
is checked. In respect of consignments received from abroad while ordinarily 
loo % check is affected, in the case of tropic proofed cases received frcm the 
U.K./ U.S.A., only 5% check is carried out after 12/18 months of their receipt. 

4. In acoordance with the existing instructions, pre-stock-taking location 
check is carried out of all the items held in the depot, with a view to ensuring 
that all physical locations are correctly recorded in store location cards. 

5. It is almost impossible to achieve complete concord between the 
physical and account card balances, in view of factors such as, 

(3 disnpancies occurring as a result of the element of humau errors 
> 



(ii) deterioration of stores in storage; 
(iii) wrong identification by non-technical staff of stores which differ 

only minutely; 
(iv) discrepancies found in factory packed packages which are initially 

subjected to a percentage check only. 

A certain percentage of discrepancies has, therefore, to be accepted in 
the nature of things, unless 100% check is exercised at all states which would 
however, require a huge increase in manpower. 

6. Stores held in the Engineer Stores Depot which is the biggest Engineer 
Stores Depot, holding mcre than I 112 lakhs tcns of str-res have been stacked 
and re-zoned properly to ensure ready and detailed check. It is significant to 
note that the 1956-57 stock verification in this depot, revealed only surpluses 
amounting to Rs. 22,247, but no deficiency in stock. 

7. With a view to minimising the recurrence of discrepmies in stock, R 
directive has been issued by the Naval Headquarters, emph'sising the necessiry 
to take utmost care in the receipt, issue, proper accounting,care and preservation 
of stores. An improved method of verification of stores and adjustment of 
deficiencies has been catered for in the Revised Naval Storekeeping Manual, 
the main feature of which is that continuous stock-taking is ensured and recor- 
ded. 

8. To clear the large volume of war-time stocks in Air Force Depots 
the stocks are being segregated into active and inactive stocks. Active stock 
comprise all new equipment, equipment in currcnt use and cquipments which 
are no longer in current use but which mby be required in an emergency. 
Stocks not in current use and those already put up for disposal are categorised 
inactive. In active items will be packcd, suitably labelled and kcpt segre- 
gated for eventual disposal. They will be subjcctcd only to quantitative 
s tock - thg  periodically in terms of the number of packages. 

9. In the case of Ordnance and Clothing Factories, thc total number of 
items to b:: verified during 1955-56 wds 5,68,355, out of which only 144 itcms 
constituting .ozj% vdued dt Ks. 77-39 1Ah.s dune remained unvcrifietl. 
There h s  been apprecidble improvement in 1956-57 in that, out of 5,95,349 
items to be verified, only 9 items remained unverified, thus reducing the 
percentdge of unverified items from .025 to . 0015. Thc value of surpluses 
and deficiencies revealed during 1956-57 stock-verification was illso much 
less, compared to the previous year, as m a y  bc observed from the figures given 
below :- 

Year 
Vnluc of 

Surpluses Deficicncierr 



The position with regard to store-accounting and store-keepin is perio 
dically reviewed. No serious procedural defects or shortcomings f ave b .,-n 
noticed. The directives issued from time to time emphasise the need for 
corn lying strictly with the instructions on the subject; and if the result does P not ulfil expectations in a11 cases, this, in a sense, is characteristic of all 
human effort. 

The reply to the recommendation concerning surprise check of the 
physical stock by the C.G.D.A. was furnished *to the Lok Sabha Sect?. d e  
Min. of Finance (Defence) O.M. No. 146 (3)/~8-Bud. III/2473-By dated the 
18th November, 1958. 

The D.A.D.S. has seen. 

Sd/- 
Additional Secretary. 

- - -  -- - 
*See remarks of M~nistry of Finance (Defence: against he S. No. 39 of the ntalcmtnt 

of outstdndli~g recomm:ndmons. 



APPBNDIX 5 

Note on S. No. 43 of tlw Statanmt of outstanding recommdarionr 
Para 60 & 62 of ths 6th Rcport (Sccond t o k  Sabha) re : Laturs due to 

be Iated/imrrect fixation of prics/rates. 
Amunts Offioers attached to the Ordnance Factories were r e q u i d  

to intimate the basic production costs half-yearly to the Ministry ot Finanac 
(Defence) only in respect or items for which the entire order (wanant) 
had been completed. This practioe was in accordan= with comet costing 
principles as cost or production cannot be accurately calculated till the pro- 
duction or a given batch or lot is wmpleted and all returns submitted to the 
A m .  Branch. In the case undcr consideration, no warrants were closed 
during the years 1953-55 and, theretore, no intimation of the basic production 
cost of the item as was furnished by the Accounts Officer to the h'b~ktry 
of Finance (Defencx) in this case till March. 1956. 

To prevent recurrence of such cmm, instructions have been issued 
by Army Hqrs, DGOF and CDA (Fys) providing that in respect of items 
ordeed for the first time or afrer a lapse of three years or more, estimates of 
Cost of production will be furnished to the Ministry of Finance: O>efen@ 
befbre the commenoement of the delivery of stom to Ordnanoe Depots 
hstruetions have also been issued that warrants of manufacture will be 80 
regulated that they are closed at reasonable intervals and are not allowed to 
Rmain open for y e a s  Instructions have a h  been issued by CDA CFys) 
providing that even in respect of warrants not dosed at the end of a financial 
Year, the actual cost of production for the portion wmpleted should be in- 
dicated to the Ministry of Financc (Dcfmce) in an annual statement in 80 
far as the principal items of rnanufactm in Ordnanac Faaories are con- 
cerned. 

Orders already exist to the effca that in the case of s tom already pro- 
duced by trade in the wuntly and non-warlike storcs for which no trade 
Capacity exists, the cost of producrion in the Ordnana: Faaofiea should be 
assessed by a trial order (which should be for the absolute minimum eamomic 
unit of pmduction) and a c ~ p t e d  by Govtrnment before e bulk order 
placed, vide this Ministry's U.O. note No. 2%6)/55PC/SO-3/D(O) dand ttbe 
qth January, 1958. Thee  orders are also nonnally applicable ' to war-& 
stom for which demands are likely to be of a recurring nature. 

This Ministry is examining the question of issuing i n m a i o n s  to the 
effect that in respea of items which are already under roduaion in Ord- 
nance ~actories, if the estimated cost of production is f' ikely to ex& than 
indent estimate (which wdl be based on the cost of lam supply) by mon t b a  
66 213% then D.G.O.F. should cbtan the prm a prola1 of thc indtntor 
Wbre undmking the produaior of the ilcm. h i s  will d o r d  .a o p  
pommty to the mdentcr to obtain the itcm from trade gouraa if it is dreepcr 
to do so. The question whether D G.O.F. should refer back to indarnrr 
for pnor approval em where Ihe c s ~ m t a d  coat of o ~ o d u a m  la liltc!y to 
exceed the indent estimates by over Rs. 5 l a ,  c m  though the prrcmtagc 
inaeast may be within 66 2/3O/*, is elso undtr examinst ion. 

D.A.D.S. has scxa. 
Addirional sccrouay, 

3-1 1-1958. 
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APPENDlX BPXI 
[See S. No. SO of the Statmmt of outstanding reoommendationa 

No. PII-211&)11T] 

MINISTRY OF WORKS, HOUSING & SUPPLY 
New Delhi, dnted the 26/30 J a y  1958 

MEMORANDUM 
Svejecr : Chanqes in specificafiom-AdvisaWity of  05taimnq the prim con- 

currence of thdnd?ntors bv the ~wchzs inq  Orqanisatias in cases 
where specifications me chanped for any reason. 

The undersigned is directed to say that in connection with the loas 
sustained by Cmvernment in the caw! relating to pu-chae of Aqhtm Cement 
Sheets by the India S.ore Drpartmert, London, the Public Accounts Com- 
mittee in para 73 of their Sixth Report 1957-58 (Second Lok Sabha' have 
obarved aa follows : 

'The Committee wonder how the Defmce authoritie: l inb tor )  
could acquierce in the view that the asbestos oement sheets 
required by the Defercc authorities would have beeD accepted 
even with changed qwcificaticms. The Committee are of the 
view that the Director Gmeral, India Store Depunnent, h d o n  
had failed in his duty in not getting the prior consent of the 
indentor bcfore placing orders for stores of the changed speci- 
fications. They desire that in future prior mncurxene of the 
indentors should invariably be taken by the Supply Wing in 
cases when the original specifications are changed for any reason". 

2. It may be mentioned that instructions already exist which enjoin 
that "indenting depammts'' should avoid changes in specifications after 
placing mntracts. Similarly instructions also exist in so for as the C.P.Os. 
me mormed, that they should strictly go by the specifications given in 
the indent in making purchases, and that they should obtain the specific 
oodmation from the indentor to changesldeviations to such specification 
bcfon they purchase any stores not conforming to the specifications given 
in the indents. 

3. In order to avoid lossts of the type r e f m d  to in para r .above, it 
h~ again reiterated that the purchare Organisations should invanably ob- 
tain the specific prior concurrene of the indenton as indicated in the preoe- 
ding paragraph in cases where for some reason or the other, they propose 
to purchas cmms to a different specification than indicated in the indents. 

SdJ J.G. Kumaramangalm, 
a p u t y  -m. 

To ' 
The Dinctor General India Store Dqmfmmt, Loadon 
Thc Director, India Supply Mission, Washington. 
The Director General (Supplies & Disposals), New Delhi. 
Copy to all Ministries of the Government of India, ac. 



APPENDIX XXXII 

MR\TISTRY OF DEFENCE 

Note on S. No. 54 of the Statemenr of ouutandbg remmendatiuns-para 
28 of 19th Report (1st Lok Sabha) andpara 78 of 6th Report (Second Lok Sabha) 

The Survey of the tanks on requisitioned land has been Completed and 
the position is as follows : 

-- 
Above Under 

ground ground 

Total available . . 128 79 49 
Servi-ble . 78 56 22 

Un8e~vitxable . 40 23 J 7 
Exhumed . 6 . . 6 
Being exhumed . 4 . . 4 

As thc underground tanks on non-requisitioned lands were to be dis- 
posed of in siru, they were not exhumed, and, therefore, information as re- 
gards their servioeability or otherwise cannot be furnished. 

The reasons leading to the &cision to dispose of these tanks in riru 
vme that their conditions was generally pcor and the cost involved in retri- 
eving then by excavation, scrapping, repairing, welding, external painting 
and procurtment of deficient fining;$ was not considered an economical 
proposition. Moreover, expenditure was being incurred on their 'Watch & 
Ward'. As regards the 4 Tanks which have not been exhumed, it may be 
stated that the difiicult terrain and climatic conditions have hampertd the 
pgras of the work relating to exhumaaion. However, theee 4 Tanks 
arc expeacd to be exhumed shortly. 

Out of 78 smiceable tanks, 48 tanks have s ine  b m  used in the pro- 
jea. 30 tanks an kept earmarktd for I.A.F. projcms, which m undcr 
maion. 

The condition of 6 tanks subsequtatly exhumed is aa undcr : 

(17 Servioeable . 
(3 Repairable . 
(&) under tat . 

. I No., 

. I No. 
- 4 Nos. 



Of the 36 tanks on non-requisitioned land, 15 tanks have b m ~  used in 
projects. The remaining 21 tanks have bxn  dispozd of. The book value, 
eak proceeds, etc., of these 2 1  tanks are indicated below : 

Location No. and capacity Book Receipt 
of tanks. value value 

Rs. Rs. 

Disposal action in respect of the fcrty unservieable tanks lying on 
requisitioned land is in hand by the Chief Engineer, Eastern Command. 

D.A.D.S. hasseen. 

Joint secretary 



Note on S. No. 56 of the Statement of Ouutcnding recommsn&rtions-Para 
80 of tha 6th Repott (SecondLok Sabha) re: Procu~menr ojmschattical 
frmtrpott Vehicles 

(gWOne of the firms has, m fix, established indigenous manufacture 
of 35 /o of the components of 4x4 vehicles. The second firm has since 
stopped production of Studebaker Vehicles and will be taking up produc- 
tion of other types of trucks. 

There is no system of assessing depreciation in the valuc of vehicles 
in tbc Army. AU vehicles are dsssifkd as fit or repairable depcndinf upon 
their mechanical condition. The fit and repairable vehicles are c assified 
into five classes, Class I, 11, 111, IV & V, each successive lower classification 
indicating a worsening in the mechmical oondit ion. tFor purposes of assessing 
the book-value of the vehicles put up for disposal, the following ad hor 
scale of the prices is adopted : 

(a) Fit Vehicles. 
(1') Class I (new) . . FullP. V. Rate. 
(4 Class I (2nd hand) . . 415th of P.V. Rate. 
(is) class n . . 2l3rd of P. V. Ratc. 

(b) Repairable and UnEt Vehiclu. 

( i )  Class 111, IV & V . . 112 of P.V. Rate 
(4 ClaPs VI (Beyond Economi- 

cal Repairs) . 115th of P.V. Rate 
w 

Thc above rate are subject to review from time to time de din on 
my bssic chmgr in the tytan of classification of vehicles. ~ e h g d e c / ! & d  
os.Class VI (i.e. beyond economical repairs) by the Technical Boards and 
tbose for which there is no requirement, whose disposal is specifically a p e d  
to by Government, are put up for disposal through the D.G.S. & D. 

There is no fixed period of life of a vehicle after which it is automatidy 
declared for disposal. 

(is) Befm a vehicle ia declared for disposal, nvid of dJ useful 
components for which there is rquinmen t for Army ua and which would 
otherwise have to be imported\purchascd is effected without rdkence 
to th: value that the vehiclc would fetch during auaionslmle. I 
may be mentioned also that spares for most of our War-time Vehicles 
are diflicult to procure as the vchiclce arc obsolete in the countries of origin. 
The items rctrleved an: accounted for as per instructions mtained in Army 
Hqra letter No. QS~:/MG/OS-IB, Qted 13-6-53. 
D. A D. S. bas seen. 



APPENDIX XXXIV 

MINISTRY OF D E E N C E  

Note on S. No. 57 of the Statement of Outstanding recommendatiom- 
para 81 of the Sixth Report (Second Lok Sabha) 

In 1952: vrovision of spares for the overhaul of 39,ooo 'B' vehicles over 
a period of 3 ycars was arranged based on the workshop capacity of 13,000 
vchicles per year as asscsscd at that time, and without reference to the number 
of repairable vehiclcs actualiy available and likely ro become available. 
Thus  39,000 repairable vchiclcs cf the types, makes and models, for which 
spares were provisioned, were not physically available in 1952. Later OD, 
in March 1956, however, sparcs worth about Rs. 30 lakhs were cancelled 
out of the total quantity dcmanded which was valued at Rs. 63 lakhs ~pproxi -  
mately. 

2. During the years 1953157, 15.775, 'B' vehicles wcrc actually over- 
hauled by the EME Workshops. On thc 31st Dcc:mhcr. 1957 there were 
20,993 repairable 'B' vchicles (Standard Units) requiiing a major overhaul. 
Out oft hese 20,993 re pa irablc vehicles only those in the categories for which 
there may be a deficiency of fit stocks to meet the Army requirements, will 
bc rcquircd to bc actuall\. overhauled, The existing capacity of the Base 
Workshops for overhauling 'B' vchicles is 3.785 Standard Units (a Standard 
Unit k i n g  a lorry 3 Ton -1 ~4 per year. 8&7 Class V (repairable) 'B' 
vchiclcs (SranJarcl Units) arc includcd in the current repair programme for 
1958--60. The awragc annual arising5 of fitpairable 'B' vehicles (Standard 
I,ynits) arc approximalely 4 525 (based on an average of the last 3 years). 
T l ~ c  rcpair capacity of the EIIE Vl'orksho~s is bcing stepped up to 5,750 'B' 
~chiclcs (Standard Vn.!s). It is: therefun., horcd that apart from overhaul- 
in p thc rcpairablc: vchiclcs wi:ich arise evcry year, some of the vehicles which 
were available for rcpair on the 3 1 s  December. 1957 will also be repaired 
in the EAIE Vlrorkshaps when the incrcaszd capacity actually becomes available 
by about April, 1960. 

D. A. D. S. has seen. 

Additional Secretary, 
12-3-1959, 



APPENDIX XXXV 

MINISTRY OF DEFENCE 

Note on S. No. 58 of the Statcment of Outsrandiq Recommendation- 
Puras 82 and 83 of 6th Report (Second Lok Sabha) re : infruccuot6 
expenditure due to cancellarion of a demand. 

(9 The presumption that the Director General of Ordnance Factories 
proceeded with the expected order from a foreign Government on the basis 
of a casual enquiry is not correct. Actually, the D.G.O.F. did not commence 
manufacture of the store on the basis of the enquiry from that foreign Govern- 
ment. When the annud review for 1953 confirmed the existence of 
surpluses, action was taken on the 16th July, 1953 to scale down production 
in the Ordnance Factories from 15,000 to 4,000 a month. The order on the 
D.G.O.F. could have been reduced but in view of the enquiry received from a 
foreign Government for this item in February, 1953, such action was not 
taken. Unfortunately, the demand of the foreign Government did not 
rnaterialise and as soon as it became known that the foreign Government was 
not interested in the procurement of the item. thc question of closing the 
production of the item by the Ordnance Factories was taken up and the 
D.G.O.F. was eventually instructed to discontinue further manufacture of the 
item on the 11th June, 1954. 

(ii) (i) As has already been explained by this hiinistry on earlier occasions 
the system of provisioning of stores now in vogue is comprehensive and 
ordinarily. there should not be anv over-provisioning except due to circumg- 
tances which cannot be foreseen. It is only if ccrtain reductions or re- 
organisations, which affect the store requirements, arc decided after the 
provisioning action has been initiated, the stores alrcadv demanded may 
he found unnecessarv. Under the existing prcmdure, where a fall in 
demand occurs or is likely to occur a$ a permanent 6r long term measure, 
the matter ha3 to be referred bv the Senices to the Chtroller General 
of Defence Production at the ear1ie.t opprtunitv without ncceswril~ waiting 
for the annual review and he ha9 to review production of the quantities 
alreadv included in the original demand to the exrent pwihlc in consultation 
with the D.G.O.F. and the Ministn. of Finance (Dcfcnccl with a view to limit- 
ing infructuous expenditure to the minimum. In case, where the surplus dues 
cannot be cancelled without heavy financial repercussions, every attempt 
is made to make use of the stores to the fullmt evtcnt pirwible. 

2. As will he appreciated, in the caw of expcn;iihle stores like am- 
munition while provisioning has necessarily to be carried out on the 
baqis of scales and if due to some unforeseen factors the full scales could 
not be operated during a particular financial year surpluss will result. 

But the surpluser thrown up as a rcsult of non-operation of those 
scales will be revealed at the next provision review and adjusted at that 
time. Under the exidno procedure demands in rcspcct of recumng i t m  
arc p l a c  on the D.G.O.F. to cover the requiremmts of three years. 



3. In order to avoid over-provisioning of ammunition nems, when for 
any reason actual expenditure over a period is below the prescribed scale a 
procedure was evolved in 1956 whereunder future provisioning of such items 
for training purposes is regulated with reference to the actual wastage in 
the past. According to this formula, where the expenditure of an itemof 
ammunition in the preceding period was 75% or more of the authorised scale, 
provisioning is done upto the full authorised scale; where the expenditure was 
50Xor more but under 75%, provisioning is limited to 75% of the authorised 
scale; and where the expenditure was below so'%,, the provisioning is done 
on the basis of the highest of the two figures in the past two years. This 
formula eliminates the possibility of over-provisioning. 

4 This Ministry is fully well aware of the implications of over-provision 
ing and, as stated above has taken all possible measures to reduce over pro- 
visioning to the minimum. 

5 .  D.A.D.S. has seen. 
Additional Secretary, 

1-11-1958. 



APPENDIX XXXn 

MINISTRY OF DEFENCE 

Note on S. No. 58 of rhe Statement of Outstandirlg recornmendations- 
paras 82 and 83 of the 6th Reporr regardiqg infructuow expenditure 
due ro cancellation of a demand. 

Q. Zn working our liabilities for purposes of provision review, are such ' 
casual inquiries tmw ~xcludcd and only firm requirements taken "' 
into account ? 10 

Answer.-Casual inquiries are not taken into account in working out,. 
liabilities at the time of provision review. When, however, firm orders are t 
received from foreign governments they are considered in the Ministry of , 
Defence in consultation with the Services Headquarters and Ministry of 
Finance (Defence) and, after a decision is taken about the quantities to be 
supplied in respect of eachitem the fact is intimated to the stock holdcr, 
who earmarks those items for supply to the foreign Governments. At the 
time of the Departmental provision reviews, such earmarked stocks have not 
hitherto been taken into account as assets. They have been regarded 
liabilities and provisioning action used to be taken to meet the dcficiencics 
caused by such earmarking of stores for cvcntual issue t o  foreign Govern- 
ments. This practice will now be stopped. Instructions are being issued 
to the Services Headquarters that. until actual release order are issued 
by the Ministry of Defence, the stores earmarked for supply to foreign 
governments should be treated as assets and no liability assumcd for pcnding 
orders from foreign Governments 

2 D.A.D.S. has seen. 
Additional Secretary. 



APPENDIX X X X M  

MINISTRY OF DEFENCE 

Note on S. No. 61 of the Statement of Outstanding recommendations- 
para 87 of the 6th Report (Second Lok Sabha) regarding Arrears 
in linking of invoices aith packing Accounts. 

The proccdurc for linking of invoices by the Controller of Defence 
1 mts with the Packing Accounts received from the Consignees relating 
brcs purchased through D.G., I.S.D., London is set out below: 

( i) Embarkation Cornmandents at the ports receive invoices of stores 
Ian cd at pons along with Packing Accounts. One copy of the invoice is re- 
t a i n ~ ~  by them for record, on which are noted all damagesldiscrepancies 
noticed in the consignment. 

Any military office receiving shipping documents for Government 
stores is required to forward them immediately to the Embarkation Com- 
mandant at the port of arrival, to clear and despatch the stores. 

(it] The officer landing the stores forwards the Packing Accounts 
(in duplicate) to the consignee. After noting on the Packing Accounts or 
dnmagvs and deficicn cies not iced in the consignment, the consignee forwards 
both copies of the Packing Accounts, together with the certified receipt 
vnrrchcrs, to thc Local Audit Officer. The Local Audit Officer, after comparing 
r n ~  Packing Accounts with the certified receipt vouchc~,  returns one copy 
of .ic Pack~ng Account to the consignee for retention as his record and for- 
b . b the orher to the C.D.A. The C.D.A. compares it with the invoice 
ret ived from the Director Gcneral, India Store Department, and after 
nt ,lg on the invoice any discrepancies found between the Packing Account 
an the invoice, forwarcis the Packing Account to the Officer landing the 
s tom,  for transmission to the United Kingdom. The invoice is retained in 
C.! -.A's Office. 

(iii) In the case of discrepancies /damages found in packages unopened 
- 1  I: port of landing for which suppliers are hcld responsible, a dis- 

-slncy report is prepared by the ultimate consignee and sent to the pur- 
. ..ing agcncy,'consignor. A copy of the discrepancy report is also endorsed 

ro .~c: Service Headquarters concerned of the consignee, stating whnher re- 
pi .*rrnent or reimbursement of the cost of the stores involved is required. 

Thc proccdurc is thc same in the m e  of stores imported through India 
SI ply Mission, WashingtonlCanada and other overseas agencies except that 
int,uccs take the place of Packing Accounts. 

2. The following factors contribute to some extent to the difficulties 
. , the immediate linking of invoices with packing accounts : 

(a) Delays in the receipt of packing accounts. 
(b) xooO,; inspection of stores received from overseas with the 

exoeption of those tropically packed, and technical inspection 
of stores befote clearance of the packing accounts. 



(c) Hold up of packing accounts with the Embarkation Cornman* 
when discrepancies have to be pursued by him with the carric 

(d) Non receiptlshort receipt of stores against packing accounts ci 
to the following reasons : 

(a) Non-availabilit y of rolling stock. 
(ii) Technical inspection of cerrain equipments prior 

their despatch to the ultimate consignee. 

Packing accounts pertaining to stores rcceivcd short cannot be cleareC 
such time as the laqt pacbgc in the consignrncnt is rcccived and checkec' 
the consignee. 

3. A comparative statement showing thc numbcr of outstanb 
invoices on 28th February, 1957 an3 thc 1st July, 1958 is given below: 1 

.! 

Year to which the 
invoices pertain 

No. outstanding on 
28-2-57 1-7-58 Value U.S./ Valu, 

U.K. E Canada $ 
invoices in voices 

It will be seen from the above statement that the major portion of ?, 
outstanding invoices pertainin to years earlier than 56/57 has now b r l  

cleared. Continued efforts are L i n g  made to clear the remaining outstandix 
invoices also, as early as possible, particularly the oncs relating to the earl  
years. 

The D.A.D.S. has seen. 
Joint Secretary, 

11-2-1959. 



MINISTRY O F  WORKS, HOUSING & SUPPLY 

Note for the Pubilc Accounts Committee in respect of paras. 90-100 
of the I 9th Report (First Lok Sabha) Para 89 of the 6th Report 
(Second Lok Sabha) (S. No. 63 of the Statement of Outstand% 
recomnzendations relating to cx grati.3 payment to a private firm). 

In  para 89 of their 6th Report (Second Lok Sabha), the Public Ac- 
ounts Committee desired to be furnished with further information on the 

following two points relating to cx gratia payment of sales tax to a private 
i r m  referred to in paras 90 to IOO of their 19th Report :- 

(a) How many jeeps were moved out of Bombay State within a 
period of three months of their purchase and how many 
moved within six months? 

(b) What is the position regarding claim of refund of the sales 
tax of this quantity? 

2. T h e  requisite information is given below :- 

(a) In  1948, originallv three orders were placed for 3090 jeeps. 
One order for 6 jeeps was subsequently cancelled. 4 jeeps 
were supplied to Rombav Police and one direct to the Corn- 
mandant. T . . . .  Ahmednagar. Out of the remaining 
numbcr of 3079 jeeps. 
(i) 2147 jeeps were moved out of Bombay State within 

three months. and 
(ii) 489 jeeps after three months but within six months of 

purchase. 

(b) As regards the cl'lim for refund of the sales tax, it is to be 
stated that the refund could be claimed under the provisions 
contained in the proviso to section 6(1)(b) of the Bombay 
Sales Tax .4ct. 1946 only subject to fulfilment of the condi- 
tions prescribed in the rules. The  said proviso was as 
under :- 

"Provided that the generd and special tax pavable by a dealer 
on his taxable turnover in respect of sales or supplies of goods 
ivhich are despatched or removed by him or on his behalf 
or by thc purchaser of slrch goods to such place outside the 
province as may be notified by the Provincial Govt. in the 
official Gazette within such period and subject to such terms 
and conditions as may he prescribed shall be levied at such 
rate not exceeding half the rate of the tax payable under 
this section as the Provincial Govt. may by notification in tho 
official Gazette specify." 



This proviso was inserted by Bombay Act of 1949 and the amend 
ment took effect from 1-4-49. Hence the benefit of the reduction in 
rate was available in the case of sales that took place only after 1-4-49. 
The condition, however, in the case of despatch or removal of the goods 
by the purchaser was as prescribed in rule gC, that such despatch or re- 
moval should have taken place within a period of three months from the 
date of the sale, and the purchaser should have furnished the dealer wit1 
necessary particulars and relevant receipts showing such consignment o, 
the goods outside the Province (State) and receipts, if any, in respect of 
payment of any local tax or octroi, within one month of the date of 
despatch. The proviso to rule $ 2  permitted an extension of the period 
of three months in any particular case by a further period not exceeding 
three months if the Commissioner was satisfied that the goods could 
not be despatched or removed within the period of three months due 
to any circumstances beyond the control of the parties. 

3. The position accordingly was that a reduction in the rate 01 
sales tax could have been claimed in respect of ody 394 jceps which werc 
delivered on or after 1-4-49 and despatched outside the State of Bornha, 
within a period of three months from the date of delivery, provided the 
necessary particulars and documents had been furnished to the contracto- 
by the consignee within one month from the date of despatch. Thl 
was, however, not done in the present case by the consignee since a. 
the relevant date the A/Ts did not contain a provision for payment o 
sales tax in addition to the price. Such provision was made only in Jul) 
1950 in respect of two contracts and i n  April, 1949 in respcct of th 
remaining one contract when the right to claim the reduction in the rat1 
of sales tax had already been barred long ago. Hence no remedy wac 
really available under the Law. 

4. However when the consignee in t~m ltcd the desparch particulars 
to the contractor on 1912-1953, the contractor took such steps as could 
then be resorted to with some plausibility. The particulars furn~shed by 
the consignee were of despatches in the year 1948-49 for the most part. 
The contractor could have refrained from taking any action whatsoever 
on the ground that no claim was tenable in respect of those despatches 
However, he proceeded to take certain steps under the Sales Tax Act. 
The assessment for that period had already been made in December, 
1952 and an appeal had become barred by time, the period allowed being 
sixty days (See Sec. 30 of the Bombay Sales Tax Act). In the circums- 
stances, the contractor tried to secure a refund by invoking section 19 o, 
the Bombay Sales Tax A a ,  1953 read with section 23 of the Act, 1946. 
This application was, however, rejected on the ground that it did not lie 
after the assessment had been made as it involved a reopening of the 
assessment. An appeal against this order of the Sales Tax Officer was 
made to the Assistant Collector of Sales Tax but it was also rejcctcd on 
the ground that the refund claimed was not due under the assessment 
order and the application did not therefore lie under section I 3 of the 
Bombay Sales Tax Act, 1946 read with section 19 of the Act of 1953 as 
interpreted by the High Court of Bombay. Against the order of the Sales 
Tax OfKcer, the contractor also applied to the Additional Collector of Sales 
Tax for revision. This too was rejected as not tenable by reason of section 
y(3)  of Act of 1953 which bars a revision in the case in which an a p ~ d  
could have been filed but was not filed against any order. An appllcauon 
of the company to the Sales Tax Tribunal was likewise rejected as not 
maintainable. 



It will be seen that the Company made genuine efforts to secure the 
refund but failed because the assessment had already been made towards 
the end of 1952. Government have been advised that so far as the year 
1948-49 was concerned, there was no cause of action for claiming any 
refund and the application would have been rejected in any case on that 
ground. Government have further been advised that though a claim for 
reduction in tax lay in respect of jeeps sold to them on or after 1-4-49 
and moved out of the State of Bombay within three months, the claim 
could not have succeeded as the condition subject to which the reduction 
was admissible, namely, intimation of despatch within one month from 
its date, was not fulfilled. 

6. As already explained above, it was not possible in the circum- 
stances of the case to have fulfilled this condition. Government are, 
therefore, satisfied that the loss that has been sustained was inevitable in 
the circumstances of the case. Government are, however, considering 
whether Government of Bombay should be approached to sanction refund 
that may be due as an executive measure as the omission to comply with 
the requirements of the rules had occurred because at the time when 
the required information ought to have been given it was not known to 
the concerned authority that any sales tax was payable under the contract 
to the dealer. 

New Delhi; Secretary. 

The 27th October, 1958. 




